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HOUSE OF COMMONS, THURSDAY, JULY 6, 1905. 


WAYS AND MEANS—THE BUDGET. 
Hon. W. 8. FIELDING (Minister of Finance) moved: 


That the House go into committee to consider of the ways and 
means tor raising the supplies to be granted to His Majesty. 
He said: Mr, Speaker, for the ninth time it is my privilege 
to present to the House the annual statement of the financial 
affairs of the Dominion, which is commonly valled the budget 
speech. I much regret that the budget this year has been 
delayed to a somewhat late period, but the reasons which have 
occasioned this delay are within the knowledge of the House. 
In the early part of the session I was unavoidably absent in 
Europe, and on my return the House had taken up the consid- 
eration of two very important Bills designed for the purpose 
of creating two new provinces. It seemed desirable that these 
Bills should become law before the 1st July, this year, and 
with a view to accomplish that purpose we deemed it necessary 
to put aside other matters and proceed with them as matters 
of the greater urgency. 

For that reason the budget is delayed to an unusual date. 
I am glad to know, however, that this has not led to any con- 
siderable public inconvenience. It had’ been well understood 
that there would be no extensive tariff changes during the 


present session. It was well known that the government had 
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announced their intention, before making any extensive revi- 
sion of the tariff, to make an inquiry by a commission of min- 
isters, and that commission not yet having had an opportunity 
to sit, it was well understood that during the present session 
we would not undertake any extensive tariff revision. That 
being the case, as I said a moment ago, I do not think any 
considerable public inconvenience has been caused by the delay 
of the budget. In view of the fact that no extensive changes 
are contemplated, and in view of the late period of the session 
at which we find ourselves, and I think I may correctly say, 
in view of the very general desire that public business shall 
now be rapidly expedited, I shall endeavour not to detain the 
House for as long a time as may have been necessary on the 
occasion of some previous budget speeches. 

The public accounts for the year ending 80th June, 1904, 
have been in the possession of the House for a considerable 
time, and it will not be necessary to dwell very much on their 
contents. <A brief reference is all that I shall deem it neces- 
sary to make. The outcome of affairs for the years in most 
respects does not differ widely from our anticipations; in some 
respects the figures differ, but not to an extent to cause any 
general remark. I estimated that the revenue for the fiscal 
year 1903-4, terminating on the 30th of June, 1904, would 
reach $71,000,000; the actual revenue was $70,669,816.82, a 
difference of $330,183.18 less than the estimate. 

Coming to the expenditure, the difference is more material. 
It is always more difficult to estimate the expenditure than the 
revenue, for this reason, that there are outstanding contracts 
running to the end of the year and sometimes overlapping into 
the next year, and it is not easy to determine how much money 
will be expended on any one of these works up to a given date. 
If the season proves particularly favourable for work, or if 
contractors are particularly energetic, they may do more work 
than is anticipated at an earlier stage of the year; and at the 
close of the year we may find it necessary to provide for a 
larger expenditure than we had anticipated at an earlier stage. 
At all events, at the close of the financial year to which I refer, 
we found that whereas the estimated expenditure was $54,- 
500,000, the actual expenditure was $55,612,832.70, being an 


. ‘i 


increase over the estimate of $1,112,832.70. These figures 
have reference to expenditures chargeable to income and re- 
present the ordinary expenditure of the year. 

I shall not dwell upon the receipts of the year except to say 
that on the principal sources of revenue there was a gratifying 
increase. Customs, excise and post office all showed a consid- 
erable increase; and the only item in which there was a mate- 
rial decrease was in regard to Dominion lands, a decrease 
which was due to the reduced revenue received from the 
Yukon. This increased expenditure affected to some extent 
our estimate of the surplus, which fell a little short of what I 
had anticipated. My estimated surplus for the year was $16,- 
500,000, the actual surplus was $15,056,984.12, making a sur- 
plus less by a considerable sum than I had anticipated, but still 
the most magnificent surplus of $15,000,000 and upwards, far 
and away the largest surplus ever recorded in the history of 
Canada. 

The capital expenditure of the year 1904 came more closely 
‘to the estimate, and fell a little under it. In the budget of 
1904, it was estimated that capital and special charges would 
reach some $11,500,000; the actual expenditure chargeable 
to these items was $11,244,711.80. The operations of the 
year in their relation to the public debt were on the whole very 
satisfactory. In the last budget I presented a review of the 
revenue and expenditure for a period of eight years. Dealing 
for a moment with our own expenditures, and leaving out of 
consideration certain entries which arose from the settlement 
of old long-standing accounts between the Dominion and the 
provinces, confining my observations entirely to our own ex- 
penditures, I made the estimate that at the close of eight years 
it would probably be found that we had carried on the affairs 
of the government for that period without adding anything to 
the public debt, and I thought we might even hope for a little 
reduction of the public debt. That anticipation was not ful- 
filled to the letter, but it was fulfilled to a very large extent. 
The increased expenditure to which I refer affected the caleu- 
lation a little, but the result is that looking at those eight years’ 
expenditures, leaving out of consideration the special entries 
in relation to the settlement of old provincial accounts which 


had to be dealt with, but which- were no part of our expendi- 
ture, and dealing with the matter in that light, we find there 
was an increase in the net public debt of Canada to the extent 
of $278,232.94, or an average increase per annum for the 
eight years of $34,779.11. While I make that statement, 
separating our own expenditure from the items connected with 
the readjustment of the old provincial accounts, if we include, 
as we must according to the figures published in our public 
accounts, the items readjusting the old disputed accounts 
between the Dominion and Ontario and Quebec, the net result 
will be that in eight years there is shown an increase of debt 
to the amount of $2,370,285.83. Practically nearly all of 
that, as I say, is accounted for by the readjustment of old 
accounts with the provinces of Ontario and Quebec. 


Now, with regard to the surplus, I intimated in the review 
of eight years’ operation that our surpluses would probably 
amount to $57,880,091.92. When the accounts were closed, 
the actual total surpluses on the eight years’ operations was 
found to be $56,437,076.04. The average surplus as estimated 
by me in the review to which I referred, was $7,235,011.49; 
the actual average surplus on the closing of the accounts was 
$7,054,634.50, a very gratifying statement. 

Now, sometimes questions are raised in this House, and 
more frequently outside, as to the manner in which our sur- 
plus is calculated. I have discussed this matter in the House 
before, and perhaps it is hardly necessary to refer to it again. 
Yet I remember that we are in the first session of a new par- 
liament, and that there are many hon. gentlemen here who 
were not with us in former years, and perhaps it would not be 
unprofitable if I devoted a few minutes to a consideration of 
that question. It is sometimes argued by unfriendly critics 
that Canada should not claim any surplus in her accounts 
unless she has a revenue which enables her to provide for all 
expenditures of all classes, without any exception, and that 
there should be no distinction between capital account and in- 
come account. That is a criticism not unfrequently offered in 
the public press, and I wish to say that in my judgment that 
criticism is unsound, and I say further, that it is directly at 
variance with the views that have been entertained by every 
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Minister of Finance of Canada he has ever occupied that 
position, without any exception. 


The distinction between ordinary income and capital 
account has always been observed in our public accounts. And 
for good reasons. In a country like Canada, with great works 
to provide for, it would not be reasonable to suppose that every 
year we could provide out of our ordinary revenue enough 
money to meet all the demands upon the federal treasury. In 
the life of the nation, as in the life of the individual, there are 
times when it is necessary to provide for something which can- 
not be provided for within the ordinary current expenditure. 
The man who rents a house pays his rental from year to year. 
He knows that he must provide for it in that way. But, if he 
buys the house, he does not have to provide in the same way; 
it is a special disbursement; and he opens a capital account. 
That homely illustration of what a man will do i in his private 
affairs explains exactly what the nation has to do in its greater 
affairs. There are great public works—the construction of 
canals, the subsidizing of railways, the erection of public build- 
ings in the federal capital (for we do not charge outside build- 
ings to capital account), and all these classes of large expendi- 
tures of special character, most of them for works of a per- 
manent nature, are, and have always been, charged to capital 
account. And I persist in the opinion I have often previously 
expressed—and I am supported by the opinion of every Min- 
ister of Finance of Canada who has held the cffice—that it is 
right and proper to make a distinction between ordinary and 
capital expenditure, or special expenditures which should be 
charged to an account other than that of ordinary expenditure. 
So, on the general principle of the distinction between income 
and capital expenditure, there is no difference between hon. 
gentlemen opposite and myself. My predecessors adopted the 
same principle that I adopt in this matter. The only possible 
difference between us will be as to the working out of the de- 
tails of the account. There is one item only in the capital and 
special account which did not appear there in the days of our 
predecessors; and that is the item with respect to the bounties 
on iron and steel, and so on. In the days of our predecessors, 


and for a number of years in our own, these bounties were 
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paid in the way of drawbacks from the customs revenue. That 


is to say, the customs revenue was never shown in the public 
accounts at its actual amount, but was subject to a deduction 
to the extent of the bounties that had to be paid. At that stage 
the bounties were not very large, and this method of treating 
the accounts was, perhaps, not a matter of very great concern; 
although, as a matter of principle, in my opinion, it was not 
the correct method. However, as I have said, it was estab- 
lished by our predecessors and continued for one or two years 
by ourselves. But. when the amounts increased, as they did 
very largely, we thought there should be a change in the 
method of dealing with them; and we decided that they should 
be charged to a special account, which is practically capital 
account, along with railway subsidies and expenditures of that 
nature. We regarded these bounties as temporary outlay in- 
tended to run for only a few years; and therefore they might 
be considered as special expenditures. However that may be, 
there is that difference between the accounts of our predeces- 
sors and our own—they charged these bounties practically to 
income, inasmuch as they deducted them for the customs 
revenue; we have charged them to capital or special account. 
And it is a fair question, as it has been in the past, whether 
that is or is not the proper method. What I wish to point out 
is that we need not dwell very much on that, because the dif- 
ference between charging these bounties to income and charging 
them to capital would not affect to any considerable extent the 
question of the surpluses. If the surpluses had been small, it 
might be possible by an analysis of the accounts, by transfer- 
ring these items from capital to income, to show that there was 
no surplus at all. Happily, however, nothing of that kind has 
occurred. The surpluses have been large and generous. And 
if we transfer these disputed items—if I may call them dis- 
puted—trom capital to income account, they do not make 
much difference in the general result. The net total surplus 
for eight years is $56,437,076.04. If we throw out the 
bounties and charge them to income, we find that the net sur- 
plus for eight years has been $53,107,692.77. The average 
yearly surplus as shown in our. statements is $7,054,634.50. 
If we leave out the bounties, the average yearly surplus has 
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been $6,638,461.59. So, though these bounties amount to a 
large sum in themselves, yet, whether you charge them to in- 
come or charge them to capital does not make much difference, 
comparatively speaking, so far as the surplus is concerned. 

The question of the interest on our public debt is always of 
importance. In a country like Canada, it would be reasonable 
to suppose that there would be a considerable increase from 
time to time in the burdens the people would have to bear in 
the way of interest on the public debt. We are able to present 
a very gratifying statement on that point. The net amount of 
interest on the public debt is actually less than it was in 1897. 
By the net amount of interest I mean this: We first take the 
actual interest paid on the gross debt; then allow for the in- 
terest we receive from sinking funds and other investments, 
and the balance represents the net amount paid on the public 
debt, the actual burden upon the people for that service. The 
following figures will show the reduction in the net amount 
paid for interest on the public debt :— 
Reduction in net amount of interest on public debt :— 

1896-97, 


Amount paid in interest on public debt .. . . $10,645,663 27 
Received as interest on sinking funds and 


other investments......- 4. d.:2 2. %. .. 1,443,003 84 
Net amount of interest, the real burden upon 
HEB BOONES 5 oi iaie nls aah Oh dean eid WD eos 
1903-04. 


Amount paid in interest upon public debt.. 11,128,636 72 
Received by way of interest on sinking funds 
and other investments.............. 2,936,255 93 


Net amount of interest on publie debt, the 
real burden on the people.. .... .. .. 8,892,380 79 
So, the net amount of interest on the public debt to-day is 
$8,892,380.79, as against $9,202,659.43 in 1897. 


Mr. FOSTER. What was the net payment in 1903? 


Mr. FIELDING. In 1903 it was $9,047,186.13. I come 
now to the year ending June 30, 1905. As a rule, the budget 
speech deals with the current year. But we have to recognize 
the fact that, owing to the lateness of the budget statement this 
year, we are dealing with a year that has been completed, the 

24 
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fiscal year ending June 30 last—that is last week. Under the 
system followed in the mother country, it is possible, within a 
few days after the end of the fiscal year to make up the state- 
ments of the year’s business. It is not the practice there to 
delay for the settlement of any accounts. ‘The accounts are 
closed as they stand at 31st March, and any outstanding 
accounts are taken into the transactions of the next year. That 
may be a convenient and useful way to deal with the accounts 
in a country like Great Britain, where they have a dense popu- 
lation, where the distances are short, the means of transporta- 
tion very good and the operations of the national exchequer 
throughout the country are quickly brought under review. 
But it has not been found suitable to Canada, with our vast 
territory and with great operations going on from ocean to 
ocean involving the collection of money at distant points. 
With territory so far from the capital as British Columbia and 
the Yukon, it would be found most inconvenient for us to close 
the accounts on June 30. We have, therefore, in the wisdom 
of parliament, and under all governments, deemed it well to 
allow time for closing up the accounts. Therefore, though our 
fiscal year ended a few days ago, it may be a couple of months 
before we can have a correct idea of the operations of the year. 
Nevertheless, as we have now just closed the year, we are in a 
better position to form an estimate as to its operations than 
we would usually be. I find that the receipts of the Dominion 
up to the 30th of June, as shown in the last ten days’ statement 
—that means the receipts that have been brought to the notice 
of the Finance Department and have entered into the Domin- 
ion books; it does not mean the receipts everywhere, because 
there are receipts in distant parts of the Dominion which are 
not yet reported—the receipts which have passed through the 
books of the Finance Department up to:-the 30th of June—as 
shown by the last ten days’ statement—are as follows :— 
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I propose to add to this $69,474,757.54, as the probable 
sum to be received into the Dominion treasury from the differ- 
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ent operations of the Dominion where the money has been col- 
lected, an estimated sum of $1,775,242.46 which will appear 
in the final adjustment of the accounts for the year. There- 
fore, I estimate the revenue for the year which has just closed 
at $71,250,000 in round numbers. This, if realized—and I 
hope it will be and possibly a little more—this will be an iv- 
crease of something like $600,000 over the revenue of the pre- 


vious year; not a very large increase, but we are hardly in a 
position to expect that our revenue will increase in the future 
as rapidly as in the past, though I feel sure that there will be 
a steady, wholesome growth. 

Coming now to the question of the expenditure for the 
year which closed on the 30th of June last; the expenditure 
accounted for in the Finance Department to the 30th of June 
(as shown in the last ten days’ statement) was $50,279,597.14. 
I propose to add to that, as the probable additional outlay 
which will have to be made to complete the operations of the 
year, the sum of $11,970,402.86, making the estimated total 
expenditure for that year, $62,250,000 chargeable to consoli- 
dated fund account. 

The actual expenditure for the year 1903-4 was $55.- 
612,832. 

It is apparent, therefore, that while we are estimating on 
a moderate increase of revenue—which I have placed at about 
$600,000, though I am hopeful it will be better—we have to 
provide for a largely increased expenditure. 


Mr. FOSTER. What were the figures of the expenditure 
Jast year ? 


Mr. FIELDING. The actual figures for 1903-4 were $55,- 
612,832, and the estimated expenditure for the year. just 
closed I put at $62,250,000, making the increased expenditure 
for the year, chargeable to consolidated fund, $6,637,167. 

Now, under some circumstances that would be a statement 
which would give grave cause for anxiety, and even alarm. 
To have a small increase of revenue and a large increase of the 
expenditure is of course a reason for great watchfulness and 
care, but in this case, while we should be watchful and guard 
against any extravagance, and while an increasing expenditure 
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with a moderately increasing revenue is a just cause for exer- 
cising more than ordinary watchfulness, yet, I am glad to say, 
there is no cause for alarm, because we shall be able to pro- 
vide for that largely increased expenditure during the current 
year and yet have a very handsome surplus to our credit. 


Some hon. MEMBERS. Hear, hear. 


Mr. FIELDING. Estimating the consolidated fund re- 
venue at $71,250,000 and placing against it the consolidated 
fund expenditure of $62,250,000, we find that notwithstand- 
ing our liberal expenditure of the past year, we shall close the 
year with a handsome surplus of $9,000,000; a surplus large 
in itself, small by comparison with our surpluses of $14,000,- 
000 and $15,000,000 of recent years, but nevertheless larger 
than any surplus ever recorded in the history of Canada prior 
to the days of the present government. 

The expenditure on capital account for the year 1904-5, as 
shown in our accounts to the 30th of June, was $11,007,925.51. 
I add to that a probable further sum of $1,492,074.49, making 
a total estimated capital and special expenditure of $12,- 
500,000. 

Now we may consider the effect of the operation of this 
large capital expenditure, together with the consolidated fund 
expenditure I have mentioned, upon the question of the net 
debt. For this purpose we have of course to take into consid- 
eration all expenditures. The estimated expenditure on con- 
solidated fund account then is $62,250,000; the estimated ex- 
penditure on the capital and special account is $12,500,000; 
making the total estimated expenditure of all classes for the 
year $74,750,000. 

Against this we place the estimated revenue of $71,250,- 
000, and the sinking funds, $2,250,000, which are expendi- 
tures on one side of the account, but which immediately pass 
into our assets and therefore do not increase our public debt. 
Taking into account then our total expenditure estimated for the 
year at $74,750,000 and placing against it our revenue of $71,- 
250,000 and the sinking fund of $2,250,000, we reach the con- 
clusion that there will be, in closing up the year’s accounts, 
an addition to the nebt debt of Canada of $1,250,000. 
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Mr. HENDERSON. Cheer now. 


Mr. FIELDING. Well, it would be a happy thing in the 
days of the friends of my hon. friend (Mr. Henderson), if 
they could have closed year after year with an addition of only 
one and a quarter million dollars to the net debt of Canada. 


Some hon. MEMBERS. Cheer now. 


Mr. FIELDING. If they could always have come out with 
no greater addition than $1,250,000 to the public debt in a 
year, it would have been deemed a most gratifying statement 
by the Conservative party. 

Mr. FOSTER. That all depends. 


Mr. FIELDING. Yes. I am not trying to import a party 
element into this discussion. There were some years that my 
hon. friends opposite did have a surplus to their credit and the 
public accounts show it, and nothing is further from my pur- 
pose than to indicate to the contrary. 


Mr. COCHRANE. You like to enjoy a little cheap ap- 
plause when you can get it. 


Mr. FIELDING. My hon. friend is not bound to join in 
the applause. There is nothing in the revised statutes of Can- 
ada which obliges him to join in it. 

I think, Sir, when we have regard to the vast works that 
have been carried on, to the very liberal expenditure in which 
Canada has been indulging, when we have regard to what my 
hon. friends opposite sometimes wish to call the lavish expendi- 
ture of the government, it will be a very gratifying statement of 
our affairs if, at the close of the year which ended a few days 
ago, it turns out that we have no addition to the public debt 
beyond $1,250,000. I present that as a somewhat conservative 
statement ; I am not without a hope that the result may be 
better, that we may even be able to come out square; but if there 
be an addition to the net debt of Canada on the operations of 
last year, my judgment is that it will not exceed $1,250,000. 


Mr. SPROULE. You have not yet given us the net debt. 


Mr. FIELDING. I have given my hon. friend the amount 
of the probable reduction of the net debt. The figures are 
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given in the public accounts. The gross debt of Canada is 
about $364,000,000 and the net debt about $260,000,000. 
The exact figures will be found in the public accounts; I am 
giving the reduction or the addition, as the case may be. 

A budget speech usually deals with two years: it deals 
with the year that has passed, the accounts for which have been 
before the public, and then it deals with the year current, 
which is usually well advanced at the time the budget speech 
is delivered. This year we are in the exceptional position that 
the second year has closed, and we are just entering this week 
upon a new year, the fiscal year which will end on June 30 
next, of which only a few days have passed. It is not usual 
for the Minister of Finance to go very minutely into the affairs 
of that future year, chiefly because at the ordinary time for 
the making of the budget speech that year is quite remote. 
Just now, however, we are nearer to its affairs than usual, and 
to that extent we are in a better position to form an impression 
as to the outcome. We have had eight years of certainly very 
prosperous finance in Canada. The eight years’ statement of 
expenditure which I have given must be gratifying to the hon. 
members on both sides of the House. Our operations of the 
past year are also in their general result very satisfactory 
But we realize that we are now reaching a period when om 
revenue is increasing in only a moderate degree, and when, 
nevertheless, we have to consider the question of a considerable 
increase in expenditure. It is necessary to guard against too 
lavish expenditure; surely a Minister of Finance must always 
appreciate that, but it would be equally possible to err on the 
other side. There is a saying which I have quoted once to this 
House, that wise expenditure is true economy. A single dollar 
squandered or spent corruptly is open to the greatest censure, 
but hundreds of thousands and even millions of dollars, spent 
in useful public work, will be defended by every good citizen. 
Therefore, while on one side, we should guard against extrava- 
gant expenditure, I think, in this period of the growth of 
Canada, in the midst of this period of great development, it 
would be a serious mistake to deny the public service the 
grants which are needed in order that the progress of the coun- 
try may not be interrupted. The function, therefore, of a 
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Minister of Finance is to find a happy medium, to guard on 
one side against wastefulness and extravagance and on the 
other side to see that the applications made by his colleagues 
and by the people of all sections of the country for increased 
expenditure shall not be refused, if the proposed expenditures 
are reasonable and likely to assist in the general development 
of the country. Therefore, we do not shrink, Sir, from bring- 
ing forward liberal expenditures for the coming year. We 
think that the liberal expenditures of the past have been one 
of the factors—how large a factor may be a matter of debate— 
but surely on both sides we can agree that the liberal expendi- 
tures of the past few years have been one of the factors which 
have made for this great development of which every Canadian 
citizen is so proud, and if that be the case, we should be pre- 
pared to continue a liberal expenditure for useful purposes, 
guarding against extravagance and wastefulness. The de- 
mands upon the treasury of the country are great and varied. 
We have a vast territory with varying needs according to the 
varying physical conditions. In one part of the country it is 
the construction of a great railway which seems to be. de- 
manded to meet the requirements of the people; in another 
case it is the construction of a new canal or the enlargement of 
an old one; in another case it is the construction of a great 
armoury to afford the facilities required by our militia and 
to encourage the men who are giving their time and devoting 
their energy to the study of the work of defending our coun- 
try; in another it is the construction of public buildings to 
give an increase of necessary accommodation to the public offi- 
cials and to stimulate the local feeling of the people and encour- 
age them to go ahead with the improvement of their commun- 
ity; in another case it is the construction of a breakwater to 
protect the fishermen; in another case it is the construction of 
a wharf or pier to bring the people of the community in which 
this work is placed within the reach of the various means of 
communication. In a country stretching from ocean to ocean, 
with widely differing needs, it is the function of the govern- 
ment to take into consideration all these wants and to endea- 
vour to provide for them in a generous spirit. We have 
adopted that view, and in the estimates that we have sub- 
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mitted to parliament we provide for a very liberal expenditure 
in the coming year. The question is: Can we afford that ex- 
penditure? We feel satisfied, Sir, that we can afford it, and 
that it is in the best interests of the country that to the extent 
of our appropriations we should meet the demands which evine 
upon us from all parts of the Dominion. We have brought 
down for the next year main estimates amounting to $58,495,- 
187.70 on consolidated account. We have also brought down 
supplementary estimates on the same account amounting to 
$8,394,710.60, making a total of $66,889,898.30. But it is to 
be remembered that in the next session there will probably be a 
number of supplementary estimates to wind up the affairs of 
the year, just as during this session a supplementary estimate 
was submitted to wind up the affairs of the past year. The 
final supplementary estimate for the past year amounted to 
something under $5,000,000. I am therefore placing $5,000,- 
000 in my statement as the sum which we will probably have 
to ask for in the next session of parliament to close up the 


affairs of the year. 


Mr. FOSTER. What was the amount of the supplement- 


ary estimate ? 


Mr. FIELDING. $4,839,556. That includes the esti- 
mates brought down some days ago and which have now been 
passed for the year ending June 30, 1905. Thus, in allowing 
$5,000,000 for the next year, we are providing a sum larger 
than that for which we asked the House in the final supple 
mentary estimate in the last year. 

Thus, taking our main estimates as submitted and our 
supplementary estimates as submitted, and allowing that next 
session we will have to add $5,000,000 more by way of esti- 
mate for the year, we shall reach a probable total appropria- 
tion for the year of $71,889,898.30. 


If we could look forward to the expenditure of that whole 
sum, we anticipate that the revenue of the year would be equal 
to it and would enable us to pay the whole bill and have a mod- 
est surplus. But of course experience has shown that you can- 
not spend the whole sum appropirated, for various reasons. It 
is found impossible to spend within the year all the money 
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that parliament appropriates. Take, for example, the Depart- 
ment of Public Works; it is necessary that appropriations be 
made in order that you may authorize the proper officials to 
begin to make plans for public works, to take all the prelimin- 
ary steps and to get ready, but with a vast territory to cover 
and a great deal of work to be done, it frequently happens that 
the officials cannot overtake the work, and at the end of the 
year there is a very considerable sum of money which has 
been appropriated for works which will ultimately have to be 
built, to be expended within the next fiscal year. 


Experience shows, as my hon. friends opposite are aware, 
that necessarily very considerable sums lapse. I said a moment 
ago that even if there were no lapses, we would still, I feel 
confident, have the revenue to provide for every dollar of our 
expenditures on consolidated fund account; but if we take into 
account the customary lapses, which will reduce the expendi- 
ture to a very considerable degree, I feel confident that at the 
close of this year, upon which we have just entered, we shall 
be able to provide for all our expenditures chargeable to con- 
solidated fund and to have a very respectable surplus. I would 
prefer not to go into figures so far ahead, bnt I feel confident 
we shall have a very respectable surplus, and if it should prove 
to be, as it is quite possible with the development of trade, a 
large surplus, then to that extent, whatever the surplus may 
be, it would go against qur capital expenditure and diminish 
the amount which would otherwise be added to the debt of the 


country. 


Mr. FOSTER. Has the hon. gentleman made any caleu- 
lation as to what the revenue will be ? 


Mr. FIELDING. Yes. 
Mr. FOSTER. In its different parts ? 


Mr. FIELDING. No; I have not in detail. My general 
estimate is that there will be a moderate increase of revenue 
as compared with the revenue of the past year. I do not place 
it at a large amount. I think that, as we have during the year 
which has just closed, only had an increase of some $600,000 
—perhaps it may reach $700,000 or $800,000—over the re- 
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venue of the previous year, I would not be justified in expect- 
ing a large increase in the coming year, but I anticipate the 
revenue of the coming year will be equal to the revenue of the 
past year, and that, roughly speaking, we will probably have 
a million more. 

Now, in regard to our capital account, because I have been 
dealing so far with the question of the consolidated fund 
account only, our main estimates provide for $10,169,210, and 
cur supplementary estimates for $5,020,262.85. I add, as a 
probable supplementary estimate at the next session for the 
same year, $1,500,000, making an estimated total appropria- 
tion—not necessarily a total expenditure—on capital account 
for this year of $16,689,479.85. This is an unusually large 
appropriation on capital account, but the House must remem- 
ber that we have now reached the point where Wwe are beginning 
to provide for the construction of the Transcontinental Rail- 
way, and from this time forward we must expect to see in our 
annual appropriations very considerable sums chargeable to 
capital account which must be appropriated for the construc- 
tion of that road. For example, in the estimated votes amount- 
ing to $16,500,000 and a little more, which I place as the 
probable total of the votes on capital account for this current 
year; we have asked for $3,682,212.85 on account of the 


Transcontinental Railway, and we must expect that from this 
on 


Mr. FOSTER. A part of which is a back debt already due. 
Mr. FIELDING. Not for the Transcontinental Railway. 
Mr. FOSTER. Part of it. 

Mr. FIELDING. What is that? 


Mr. FOSTER. For plans and surveys taken over from 
the Grand Trunk Pacifie. 


Mr. FIELDING. Whether that enters into one year or 
another is of no consequence. It all goes into the general 
account. The plans and surveys have been taken over by the 
commissioners from the company, and we have to take an 
appropriation to pay for them. Whether we put that in the 
appropriation for one year or another year is of no conse- 
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quence. This is a charge which has not hitherto figured in our 
public accounts to any extent, but we must anticipate that from 
this time forward, from year to year, we will be called upon 
to provide large sums for this service, and I am inclined to 
think that the larger the sums we ask for, provided they are 
expended, the better the House and the country will be pleased, 
because the general desire on the part of hon. members on this 
side, and I would hope, of hon. members on the other side, 
although they did not quite agree with us as to the scheme, now 
that the scheme has been adopted, is that we should prosecute 
the work with all possible speed, complete the new road and see 
what good it is going to bring to our country. Therefore, I do 
not regard it as a matter of regret that we are obliged to ask 
for this large sum in our capital account for the current year, 
nor do I regard it as regrettable either that we shall be obliged 
every year, for the next five or six years, to include in our 
capital appropriation a very large sum on account of that rail- 
way. While the appropriation of these sums will necessitate 
the raising of considerable money for construction, they will 
not affect our general interest account as it appears in the 
public accounts, for some years to come, In the General Rail- 
way Act of Canada the principle is recognized that interest 
during construction is a part of capital account. Every rail- 
way is constructed on that basis. That principle has been car- 
ried into the legislation respecting our Transcontinental Rail- 
way. The interest during construction is payable out of the 
capital, and at the close of the construction period, it is all 
added to the capital sum, and thereupon the Grand Trunk 
Pacific pays us a rental based upon the total sum, including 
the interest. Therefore, during the period of construction, 
while the Dominion will have to pay the interest, of course, on 
all the sums it borrows, that interest will be charged, as re- 
spects the railway, in the capital account, and our ordinary 
interest account will not commence to bear any burden until 
after the construction period has been finished. 

There is a very interesting feature in our financial affairs 
to which a passing reference may be made, because it is very 
suggestive. I allude to the remarkable increase which is 
shown in the public documents in respect to the issue of money 
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orders in Canada payable abroad. Between 1884 and 1899 
such orders amounted to between $2,000,000 and $3,000,000 
yearly. For the year ended 30th June last they amounted to 
almost $8,000,000. The countries for which the principal in- 
creases have taken place are the United States, the United 
Kingdom, Italy, Newfoundland and Japan. In the case of 
Trance, Germany, Norway and some of the other European 
countries, there are small increases. The most noticeable in- 
crease, however, is in the case of Italy, on which orders were 
issued in 1904 for $546,283, whereas in 1900 the amount of 
such orders did not reach $60,000. While part of the increase 
is due to increased business generally, a very large proportion 
of it is to be traced to the increased immigration, and that the 
people who are coming to the country are finding profit in their 
labours may be inferred from the remittances which are being 
sent to the lands of their origin. Money orders issued in Can- 


ada payable in other countries: 


TB99 So nes dd wi 1% teal ee eee ee 
1900... akc. cabs cews’ buss ee ee ene ae oars 
AGOL. Be Lic ee eet ee pe eee me ee nee a leprae 
{BOIS io ee A, On es sierra 7 
1908 caaruads del taba Arica: Rees eRe cone bon 2e 
1904 5 cow phic Retr trnsces Bee Gh a he ee ER Oe 


These figures would by no means indicate all the money 
orders which our new settlers, temporary or permanent, have 
sent abroad, because, of course, our banks do a large business 
and our express companies do a very considerable business in 
this respect, but the figures showing such a remarkable growth 
in the issue of money orders are very suggestive as showing 
that the people who have come to Oanada, whether permanent 
or temporary, are people who have found Canada a prosperous 
country, and who have earned enough to be able to send money 
abroad to the countries of their origin. — 


Mr. FOSTER. Has the hon. gentleman made any esti- 
mate as to what proportion of these money orders are what you 
might call settlers’ orders or temporary labourers’ orders ? 


Mr. FIELDING. It would be difficult to discriminate. 
In the case of the Italians, I think a very considerable sum 
would be temporary labourers’ orders, because the Italians, as 
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a rule, are not as prone to settlement as the peoples from other 
portions of Europe. It seems, however, impossible to diseri- 
minate, except by taking the countries to which the money goes 
as an indication of the class of money orders. <A considerable 
sum was probably sent by Italians, who are, as a rule, only 
temporary settlers; but even so, that indicates that they have 
found profitable employment in Canada and are able to send 
abroad a good report of it. 

It is customary in the budget speech to introduce statistical 
information showing the progress of the country; but I shall 
refrain from doing that at present, because it is not absolutely 
necessary, and because I desire to shorten the debate as much 
as possible. It will be sufficient if I say, with reference to the 
statistics of trade and commerce, the development of our bank- 
ing institutions, the discounts in our banks, the transportation 
statistics of railways and steamboats, that all these classes of 
information go to show that Canada is continuing to enjoy a 
very large measure of prosperity. 

With regard to the question of public loans, I am glad to 
say that we have only one temporary loan outstanding, namely, 
the loan of £600,000 sterling in treasury bills, which we placed 
a short time ago in London at the very satisfactory rate of two 


and a quarter per cent interest. 
Mr, FOSTER. Does that include the cost? 


Mr. FIELDING. No, but there is very little cost in tem- 
porary loans. That represents the rate to the bank. There 


may be some trifling charge in addition to that. 
Mr. FOSTER. How long has that to run? 


Mr. FIELDING. It is a six months loan to mature in 
September. We have the 4 per cent loan of 1875, £1,000,000 
sterling, which will mature in London in November next. 
That is our only loan maturing this year. Next year there 
will be one of £2,500,000, and so on—large loans maturing 
down to the year 1913. In almost every year down to that 
date we shall have’ some loans falling due. After that there 
will be quite a long period during which there will be no loans 
maturing; but for some years to come, we shall have almost 


every year to provide for these maturities. With regard to the 
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loan of £1,000,000 sterling at 4 per cent interest which will 
mature on the 1st November next, our present opinion is that 
it will not be necessary to go on the London market for a gen- 
eral issue of securities. The conditions are more favourable 
than they were, but the war in the East has unsettled the mar- 
ket for a long time; and it may be found advantageous to 
Canada to carry on our £600,000 sterling loan and the £1,- 
000,000 loan about to mature, by means of treasury bills for 
short periods until peace is proclaimed and the market is in a 
more satisfactory condition. Then, if necessary, Canada may 
go on the general market. In the meantime, we think it will 
be advantageous to use our powers in the way of floating tem- 
porary loans, but that question will be determined in the light 
of events that may happen. 

Attention has been called for some time in this House and 
in the public press to the subject of the large amount of for- 
eign currency, notably United States silver, which is in use in 
Canada, and the very general desire has been expressed that 
some step should be taken to minimize what many regard as 
an evil, or what, at all events, is objectionable. If there were 
reciprocity in that matter, I suppose there would be less com- 
plaint. If our brethren across the line would accept our Cana- 
dian silver as we do theirs, there would be no interest in either 
party trying to export the silver currency of the other, but we 
find that across the border Canadian silver is not generally 
accepted. There may be some exceptional community where 
it is taken, but as a rule, it is not taken in the United States, 
unless in the immediate border towns, while United States 
silver is very generally taken in Canada. We have, therefore, 
come to the conclusion that it would be well to take steps to 
send it back to the United States. There was a movement of 
that character some thirty-five years ago, as hon. gentlemen 
may recollect, but perhaps no one wants to plead guilty of re- 
membering so far back. 


Mr. FOSTER. I do not. 


Mr. FIELDING. But in the days of my distinguished pre- 
decessor, Sir Francis Hincks, the circulation of United States 
silver in Canada was regarded as very objectionable; and after 
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long consideration, he determined to take steps to export it. 
And he did succeed in exporting a very large sum. From that 
time on, the circulation of United States silver, while pretty 
general, has not béen anything like as large as in those days. 
Nevertheless, in view of all that has occurred, we think it 
desirable to take means for the shipment of it back to the 
United States. We do not desire that any one should refuse 
to take it, because that would interfere with trade; but we 
propose to provide that when that silver reaches the banks, it 
shall not be re-issued, and we propose to make an arrangement 
with the banks under which they shall ship it back to the United 
States. 


Mr. FOSTER. Have you the power to deport it 
Mr. FIELDING. I believe that when we get to the line, 


there might be a question as to our power. If a man on the 
one side of the line wanted to send the silver across to the other, 
a very delicate international question might arise; but I intend 
taking the risk, notwithstanding the judgment of the dis- 
tinguished judge in the province of Ontario. 

Mr. URIAH WILSON. Will the banks take Watiod States 


silver at par from their customers under such an arrangement ? 


Mr, FIELDING. Yes, we do not think it wise to attempt 
to charge any discount on it, because that might interfere with 
trade, especially along the border towns. Our method will be 
to arrange with the banks that they shall take the silver at its 
face value and then send it abroad. We shall pay them a 
special commission for that service, three-eighths of one per 
cent, besides which we will pay the express charges. 


Mr. FOSTER. What for? 


Mr. FIELDING. For the banks’ own services, and besides 
the commission we will pay them the money they would be out 
of pocket by the expressage. Of course this country will re- 
ceive a very material profit—though I do not think I would 
recommend the transaction on that ground in substituting Cana- 
dian for United States silver. While in the coinage of gold 
there. is no profit whatever, beeause a gold coin has only its 
intrinsic value and the stamp adds nothing to that value, in the 
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case of silver coinage it is otherwise. In the case of silver, the 
value of the coin is very much in excess of the intrinsic value 
of the same quantity of that metal. Therefore every additional 
dollar of silver which is put in circulation by Canada is a 
source of profit to our country. I mention that incidentally, 
though I do not think we should enter into an operation of 
that kind entirely for the profit. Nevertheless the costs we 
shall incur in the exportation of the silver will be met ten 
times over by the profit which Canada will make in the in- 
creased quantity of United States silver which will be replaced 
by our Canadian coinage. But when United States silver is 
used in the purchase of good Canadian products and thus helps 
to make a profit for Canadian citizens, we do not prohibit its 
circulation. 


Mr. FOSTER. If it does not, you do. 


Mr. FIELDING. We propose to make the arrangement 
for one year, and my impression is that at the end of the year 
the quantity of United States silver in Canada will be so small 
that there will be no great profit in continuing the arrange- 
ment. But if experience shows that as we export the silver, it 
will come back very quickly, we shall only have to provide for 
continuing the arrangement. 


Mr. FOSTER. Has the hon. minister made any estimate 
of what amount of the United States currency is here # 


Mr. FIELDING. It is very difficult to estimate. The 
financial experts have very widely differing opinions on that 
point. I find that in the days of Sir Francis Hincks, the 
amount in circulation ran from $4,000,000 to $5,000,000. 
But we are satisfied that there is no such sum in circulation in 
Canada at present. The highest estimate of United States 
silver in circulation in Canada given by a financial authority 
for whose judgment we have respect is $900,000. I ought to 
say that other financiers of excellent judgment think that this 
figure is too high. An estimate given us by one gentleman, 
whose name I do not care to mention, but whose opinion would 
command respect in this\ House, is that the amount is not 
more than $500,000. It will easily be seen that when two 
eminent bankers with the same source of information reach 
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these widely different conclusions, it is exceedingly diftieult to 
make an estimate. 


Mr. FOSTER. Was $900,000 the highest estimate received 4 


Mr. FIELDING. It was the highest estimate made by any 
of the few whom we have consulted. Other bankers nay place 
the figures even higher. But the highest estimate given by any 
whom we consulted was $900,000. The opinion which we are 
rather disposed to accept is that during the year the amount 
will not exceed $500,000. Of course, there is room for very 
wide difference of opinion. At all events, whatever the amount 
may be, every person in Canada who has United States silver 
and does not wish to use it has only to go to the nearest bank 
and get Canadian silver for it. The Canadian banks will not 
re-issue that silver; but will, under arrangement with our 
department, send it abroad to the United States, and we will 
give them in return our Canadian silver. So, if, hereafter, 
there is any United States silver current in Canada, it will be 
because the Canadian people prefer to have it. If they do, we 
do not wish to interfere with their preference. 


Mr. R. L. BORDEN. If you practically provide that 
United States silver can be redeemed at any bank in Canada, 
would not that rather have a tendency to increase the flow of it 


into this country 4 


Mr. FIELDING. I do not see that anybody will have any 
object in bringing the silver into Canada for the purpose of 
getting Canadian silver for it. I cannot see where it will be a 
source of profit. The intrinsic value of the silver is the same 
in both cases, and on our side there is practically no discount on 
United States silver. The hon. gentleman’s question is a per- 
fectly proper one, but I think that, on reflection, he will see 
that there is no inducement to parties to do as he suggests. 

Now, I said in the earlier part of my remarks, that it would 
not be anticipated that there would be any extensive tariff 
changes this session, for the reason that it was well known that 
it was the policy of the government to have an inquiry into the 
tariff before extensive changes were made. That inquiry will 
be made by what is called a tariff commission, which is a com- 


mittee, practically, of members of the cabinet. The advantages 
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of a public inquiry will be quite apparent. True, we have in 
our possession, as every Minister of Finance must have, a large 
amount of information bearing on the tariff, which aceumu- 
lates from time to time. Generally speaking, that information 
is given to the Minister of Finance privately—I do not mean 
necessarily to say confidentially. An individual interested in 
some branch of industry waits upon the Finance Minister and 
delivers himself as to his needs with respect to the tariff, and 
probably furnishes a document showing what changes, in his 
opinion, ought to be made. Sometimes information of this 
kind is given by deputations waiting on the minister. In that 
way we have a considerable fund of information. There is a 
decided advantage in having a public inquiry, so that if there 
be two sides to any question, these two sides may be heard. It 
not infrequently happens that a manufacturer or producer 
comes and asks for something in regard to tariff changes which, 
when it becomes known to some other manufacturer or pro- 
ducer—not to mention the consumer—is regarded as objection- 
able, because of conflicting interests. There is a decided ad- 
vantage therefore in having a public inquiry, so that the people 
who are interested in the tariff rates on one side or on the 
other, may know what representations are being made; and, if 
they see fit to do so, may come forward and present their views. 
We had an inquiry of that character, to a limited extent, in 
1897. Unfortunately, we were very much pressed for time at 
that stage of our affairs, and we were not able to make that 
complete examination over the whole country that was desir- 
able. We were not able to go west of Winnipeg. In all the 
principal cities of Ontario, Quebec and the maritime provinces 
and also in Winnipeg the commission held meetings and heard 
a great many people and received a vast amount of valuable 
information. Unfortunately we were obliged to return to 
Ottawa without going further west. That, of course, is some- 
thing which we must avoid now. We must take care, in mak- 
ing the inquiry we are about to have, to hold meetings in all 
sections of the country, we must not fail to go out to that west- 
ern country that we were not able to visit before. We shall, 
therefore, make it the business of the tariff commission :—to 
hold meetings in all the principal cities, possibly that “ prin- 
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cipal” is a hard word to define, for they all think they are the 
principal cities of their several sections. Certainly that in- 
quiry should be held in the capital of every province, and, in 
some cases, in other cities as well. In a great province like 
Ontario or Quebec, of course, it will be necessary to have sey- 
eral meetings; and in some of the smaller provinces it may be 
necessary to hold meetings in several places. However that 
may be, and without binding ourselves to details, it will be the 
policy of the government to have that inquiry made throughout 
the Dominion with the utmost care, with a view, if possible, 
to have the tariff brought before the House in revised shape at 
the next session. It is impossible to guarantee that; but it is 
our hope and full expectation that the work can be accom- 
plished in time for the next session of parliament. 

As to the points at which the meetings will be held that will 
be made known in the same public way as in the former in- 
quiry. Every organization, or for that matter, every indi- 
vidual who wishes to be heard will have ample opportunity. 
In one case, no doubt the manufacturers’ organization will be 
ready to present their views ; in another case the farmers’ 
organization will make their representations. And so with the 
miners, the fishermen and others, as the case may be. Care 
will be taken to afford opportunity for every class who wish to 
present their views to come and state in what respect they think, 
either that the tariff is right and should be maintained, or that 
it is defective and what changes they believe should be made. 


Mr. FOSTER. What is the personnel of the commission ? 


Mr. FIELDING. The Minister of Trade and Commerce 
(Sir Richard Cartwright), the Minister of Customs (Mr. 
Paterson), and the Minister of Finance (Mr. Fielding), made 
the last inquiry. We have not reached a conclusion as to the 
personnel of the coming commission. But naturally, it will be 
composed of the ministers who are associated with what I may 
call the revenue side of the government. We have not yet 
reached a conclusion on that point. 

While the details of the tariff must riedhibartily be open for 
consideration, and while we are not in a position to make any 
statement whatever as to what will be the duty on any par- 
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ticular article, we are able to state now, by repeating what was 
said a year ago, the lines upon which we think the tariff revi- 
sion should take place. Speaking last year upon this subject, 
I announced that it was the intention of the government to so 
change the tariff as to adopt what was known as the maximum 
and minimum system. I do not wish to say anything new on 
that subject. I will content myself with reading what I said 
a year ago, merely to remind the House of the matter. In the 
course of the budget speech last year I said: 


We have to-day practically a maximum and a minimum tariff, if 
I may so describe it, and then we have the British preierence below 
that again. It would be well that in the revision that may take place 
we should adopt that principle as it now exists and deal with it more 
in detail. 

I think it would be well for us to have a maximum general tariit 
and a minimum general tariff, and the British preference below that 
as we have it to-day. The maximum tariff would only be applied to 
those countries which pursue, if I may so call it, a hostile policy. I 
do not mean to say that they have any hostility to us, but simply 
that in the carrying out of their own affairs they adopt a trade policy 
which discourages trade with us. In that case, they cannot complain 
if we have a maximum tariff, and though we should guard against 
having an extreme tariff, we would be justified in saying that this 
tariff should be materially higher than the tariff which we are pre- 
pared to extend to other countries which are willing tg trade with 
us on fair and reasonable terms. 

The minimum general tariff, which would correspond to the 
general tariff to-day, would apply to such countries as do not legis- 
late commercially in a spirit of hostility to us—perhaps that is not 
happily expressed: let me say, to countries that adopt more moderate 
tariff views ; low tariff countries. Of course where there are favour- 
ed-nation treaties in existence they have to be considered, but the 
principal nations which to-day adopt a high tariff policy have not 
any favoured-nation arrangement, and therefore I think our hands 
will be free in that respect. So, we would have a maximum tariff, 
as we have the German surtax to-day, to apply to such countries 
as do not manifest a disposition to trade with us. We should have 
a minimum general tariff to apply to countries that are disposed to 
trade with us, and then below that we would have the British prefer- 
ential tariff to apply to the mother country and to such colonies of the 
empire as it may be expedient to extend the benefit of that tariff to. 
I think, sir, that on this line, guarding carefully against extortionate 
duties. but also making a distinction between the countries which 
wish to trade with us and the countries that do not wish to trade 
with us, we can devise a tariff which will be in all its details fairly 
satisfactory to the country. 


That, Sir, was the statement which I made a year ago, and 
which the House and the country, it is not too much to say, 
have accepted. I do not need to enlarge upon it to-day, but 
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merely to say that the lines we then indicated we shall en- 
deavour to follow in the revision of the tariff as now proposed. 
But though we do not propose any extensive tariff changes, 
there are one or two items that we do propose to deal with at 
once, because we have information that we think sufficient for 
the purpose. The items are not many, and they are not gener- 
ally important, though no doubt each one is of some importance 
to the parties concerned. We propose to impose a duty on 
rolled oats of 60 cents per 100 pounds. That item is not speci- 
fically mentioned in the tariff now, it enters into a general 
classification with other things. We find that according to 
representations made to us, with the correctness of which we 
are satisfied, as the tariff now stands the duty on the raw 
material is actually higher than the duty on the finished article; 
therefore the change we propose will equalize the duties and 
remove that which the House will generally say would be an 
unjust discrimination. 
Mr. FOSTER. Is that all it does? 


Mr. FIELDING. That is all, it equalizes the duty. Qn 
the quantity of raw material it will even then equal the duty 
which will be levied on the finished article, and will only pre- 
vent the discrimination which now exists. 


Mr. FOSTER. And if the oats are bought here? 


Mr. FIELDING. Then of course it has no effect. But 
I am told that there has been a large increase in the importa- 
tion of rolled oats, and our own mills have been idle because 
of this discrimination in the duties, and we are desirous of 
removing the discrimination. 

There is another item to which I invite the attention of the 
House. The duty on dry white lead was placed in the 5 per 
cent list many years ago, at a time when there was no establish- 
ment in Canada producing that article. There has now been 
established in Montreal a very large factory. 


Mr. R. L. BORDEN. What is the duty now? 


Mr. FIELDING. It stands in the tariff at 5 per cent, at 
which it was placed many years ago at a time when it was con- 
sidered almost a raw material, or what I might call a first pro- 
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cess of manufacture; and there being no establishment in Can- 
ada for the manufacture of that article, no attention was drawn 
to it, and it remained on the 5 per cent list. But a large estab- 
lishment employing a great many men has been erected in 
Montreal and is in readiness to go into operation. I am not 
sure but it is in actual operation at this moment, for the manu- 
facture of dry white lead, and we see no reason why that estab- 
lishment should not have the same degree of incidental protec- 
tion or tariff advantage which other industries receive. There- 
fore we say that in order that there may be no unfair discri- 
mination against it, and that it may be put on terms of equality 
with other manufacturing industries we are dealing with, we 
propose to make the article of dry white lead 30 per cent, sub- 
ject, of course, to British preference. This is connected, I 
may say, with the manufacture of lead in British Columbia. 
The House will remember that we have encouraged the lead 
industry out there by certain legislation. We are now pro- 
ducing pig lead in Canada, and the effect of this will be that 
the pig lead made in British Columbia will be brought down to 
Montreal, and, under'a corroding process, will be manufac- 
tured into dry white lead. The increase of duty on this 
article which is, I may say, the raw material of paint manu- 
factures, will involve an increase at present of the duty on 
what we call white lead ground in oil; and we propose to make 
that, instead of 25 per cent as it now stands, 35 per cent. As 
respects other paints, we take no action at present, but leave 
that matter to be inquired into by the commission. But under 
this change, this factory I refer to, will go into operation, and 
it will then only have about the same advantage which we give 


to other manufacturing industries in Canada. 


We make a slight change in the duties on cement, not a 
very important one, though the parties interested may regard 
it as important. The duty on cement is now levied per 100 
pounds, the weight of the package to be included in the weight 
for duty. British cement and Belgian cement are imported in 
casks and barrels the weight of which is very considerable, and 
on which the duty at present is levied. But where cement is 
brought in from the United States in bags, the weight of the 


bag is so trifling that there is practically no duty on the pack- 
age; but there is considerable duty on the package where the 
cement comes in casks or barrels from Britain or Belgium. In 
order to remove that discrimination we propose to put a tax 
ot 25 per cent ad valorem on the bags which contain cement, 
Which duty we think will equalize the conditions with respect 
to British and Belgian cement. 

We vropose a change with regard to the wines of South 
Africa. South Africa has given us the benefit of preferential 
trade. We are sending a considerable quantity of Canadian 
goods thither, but so far South Africa has not been able to send 
very much to us. The government of Cape Colony has repre- 
sented to us that our preferential tariff, the preferential system 
which they have accepted, while it gives us an advantage out 
there, has so far not proved very useful to South Africa, be- 
cause the things they have to sell are not purchased in Canada 
to a considerable extent. We, however, suggest that under this 
change they might be able to send us with advantage to them- 
selves the light wines of Cape Colony and the sister African 
colonies. We admit the light wines of France at 25 cents per 
gallon, The wines of South Africa are somewhat stronger, 
and as our tariff is now arranged, would not come in at the 
same rate as the light wines of France. In view of the fact 
that we are sending a good deal to South Africa, and in view 
ot the fact that we are desirous of encouraging reciprocal trade 
arrangements with our sister colonies, and as we desire to give 
them some opportunity to send their goods into Canada, we 
propose that the light wines of South Africa—not Cape Colony 
only, because, though the application comes from Cape Colony, 
we prefer to put it on a broader line—we propose that the light 
wines of the South African colonies forming the South Afri- 
can customs convention shall be admitted into Canada at the 
rate of 25 cents per gallon, the same rate as the light wines of 
France. How far this will encourage trade with South Africa, 
and how far it will substitute the wines of that country for the 
wines of other countries, is a question which the future will 
decide. But I think that as this suggestion has come to us 
from our brethren in South Africa, and as it will give them 


some benefit out of this preferential system, I think the House 
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generally will agree with me in extending that advantage to 
them. 


Mr. FOSTER. Might I ask the Minister of Finance 
whether Australia does not manufacture wines of about the 
seme strength, and if so, is it the intention to discriminate in 


favour of one colony against another ? 


Mr. FIELDING. At the present time, yes, because Austra- 
lia does not give us the benefit of any preference, South Africa 
does give us the benefit; therefore my hon. friend will agree 
with me that this is a proper discrimination. The colony of 
New South Wales formerly had a preference with Canada, but 
after the Australian colonies were united into a commonwealth, 
cf course their tariff conditions changed and our preference 
ceased. I may say that we all appreciate the desirability of 
having preferential trade with our brethren in Australia, and 
we have taken stens to let them know that we are quite willing 
te make a preferential arrangement with them. If they are 
willing to make such arrangements with us, the item of wines 
will be one of the matters within our offer. But for the present, 
inasmuch as Australia does not give us a preference and as 
South Africa does, we propose to extend this benefit to the 
South African colonies. 

The item of settlers’ effects is one that has given some trouble 
Curing the past year, owing to a rather forced interpretation 
which some parties have been trying to give to the exemptions 
which we allow. We provide that settlers’ effects shall be 
admitted free. It may sarprise the House to know that the 
contention has been raised that a contractor coming across from 
the United States with a large amount of apparatus as a con- 
struction plant, is entitled to bring that in as settlers’ effects. 


Mx. FOSTER: > Helis an alien abcess 


Mr. FIELDING. He might not be. Whether he be an 
alien labourer or not we do not think he should bring his con- 
tractor’s outfit in as ordinary settlers’ effects and bring it in 
free of duty. We propose to strike out the item of settlers’ 
effects and re-enact it in very nearly the same terms, but with 
some changes so that it shall include the things which we all 
admit are properly settlers’ effects, but that it shall not admit 
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free of duty articles destined for sale in Canada or such things 
as contractors’ outfits. 

There is a provision in our Act for the temporary admission 
of machinery for the manufacture of sugar from the beet root, 
and there is also a provisjon for the admission of machinery of 
a class or kind not made in Canada to be used exclusively in 
alluvial gold mining. It has been represented to us that this 
latter item is of the greatest imnortance to certain sections of 
our country, and notablv to the Yukon, and that by extending 
this for a further period we would assist in the development of 
the Yukon. We propose therefore that both these concessions 
shall be continued until July 6th, 1906. 

There is one other item which calls for remarks. In the 
last budget statement we proposed a change in the duties on 
British West India molasses, which was placed on the free list 
with the condition that it must come by direct vessel. It has 
been represented to us that that works a hardship on our sister 
colony of Newfoundland. Newfoundland sends out ships laden 
with fish to the West Indies which brine back molasses destined 
usually for the Newfoundland market, but whenever there is a 
surplus of that for the Newfoundland market, the Newfound- 
landers desire to send it to Canada, and it usually comes in by 
Halifax or St. John or other ports. Under the reading of our 
tariff as it now stands that would not be treated as a direct im- 
portation. We think it would be unreasonable to take an ex- 
treme view of this matter, having regard to the trade we already 
have with Newfoundland and having regard also to our desires 
to have the most friendly relationy with our sister colony and 
the hope that some dav she may see fit to join her fortunes with 
ours. We think under these circumstances that any suggestion 
Newfoundland may make with a view to improve our trade re 
lations should be met in a good spirit, and we propose to so 
amend that clause as to make it clear that molasses imported 
from any British country, although it passes through the colony 
of Newfoundland, when in the original package, shall be 
Geemed to be imported direct and shall be entitled to free ad- 
mission. 

These, Sir, are all the tariff changes which I have to an- 
nounce to the House. 
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Mr. BERGERON. Is there anything with reference to 
cotton ? 


Mr. FIELDING. Cotton ? My hon. friend has not been 
reading some of the cotton reports in the press. 


Mr. BERGERON. I am asking my hon. friend if he makes 
any change ? 


Mr. FIELDING. There is nothing. Many representations 
have been made to us of course with reference to various tariff 
items. We have dealt with some of these as to which we are 
reasonably satisfied our sources of information are complete. 
As respects the others we think it will not be too much to ask 
them to wait until the meeting of the Tariff Commission when 
all these things will be looked into with the utmost care, and 
with a single eye to trying to do what is best for the interests 
ot the country generally. 

In conclusion, we may all, I am sure, be proud of the great 
progress that Canada has made in the past and we can be no 
less proud that the conditions to-day are of the most hopeful 
character. I do not think that business is quite as keenly active 
to-day as it was a year or two ago. It will be correct to say 
that there is perhaps a larger degree of caution amongst our 
business men than there was, but that on the whole the condi- 
tion is wholesome. Our industrial concerns as a rule are in 
good shape. There may be a few exceptions, as to which we 
have to make inquiries and see whether or not their difficulties 
are caused by the tariff, but speaking of the conditions of the 
country generally they are exceedingly satisfactory, as I think 
hon. gentlemen on both sides will appreciate. The outlook in 
every respect then is hopeful. The reports of the present con- 
dition of our crops in all parts of the Dominion are of the most 
encouraging character, and we have every reason to have great 
hope and great faith in the results of the present year’s farm 
operations. From all parts of the country the crop reports are 
even more than usually favourable, and I think our industrial 
condition in the main is good. With every prospect of an abun- 
dant harvest on land and sea, with our industrial establish- 
ments fairly well occupied, with immigration flowing into the 
country as it is, with the eyes of the world centred upon Canada 


as never before perhaps to the same extent, with the record of 
the past, with the outlook for the future, there is no reason why 
every Canadian should not feel the utmost confidence in the 
future of the Dominion. 


With regard to immigration in the Northwest, to that coun- 
try to which so much attention is now given, I am sure it must 
be a source of gratification that the flow of immigration is large 
end continuous. I am aware that there is some discussion, per- 
haps a legitimate criticism, as to whether indeed we are getting 
too many people into that country, and as to whether or not 
there should not be greater discrimination. However that may 
be I will say that—and I am sure on reflection hon. gentlemen 
on both sides of the House will have the same feeling—lI have 
an abiding faith in the great powers of Canada and its institu- 
tions to receive and to absorb and to assimilate these people of 
all nationalities and make them instruments for the working 
out of a great future for the country. Nevertheless I appre- 
ciate the view which prevails, I believe, on both sides of the 
House that we should be particularly anxious to bring into that 
country a larger percentage of British immigrants. We are 
hopeful and have faith in the ability of the country to absorb 
the foreigner, but strong as our faith of that kind is it should 
not prevent our putting forth special efforts to bring into the 
country immigrants who are from our motherland. I am sure 
that in expressing that opinion I am but echoing the view of 
my hon. friend the Minister of the Interior (Mr. Oliver), who 
in entering upon his new office, full of promise of great future 
usefulness in his administration of that territory will, Iam con- 
fident, take that view, put forth every effort that is possible on 
his part in order that we may build up that country and make 
it what we all hope it will be, a populous and prosperous part 
cf the great Dominion. 


When the House resolves itself into Committee of Ways and 
Means I shall move the following resolutions :— 

1. That it is expedient to amend the Customs Tariff, 1897, as 
amended by subsequent Acts, to the following effect :— 

Schedule ‘A’ is amended as follows :— 

Item 158—Strike out the words ‘dry white and’ 
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The following items to be inserted :— 


8. (a) Wines of all kinds, except sparkling wines, containing not 
more than forty per cent of spirits of the strength of proof, whether 
imported in wood or in bottles (six-quart or twelve-pint bottles to 
be held to contain a gallon), when the produce or manufacture of 
any British colony or territory in the South African Customs Union 
Convention, twenty-five cents per gallon. 

50. (a) Rolled oats. six-tenths of a cent per pound. 

158. (a) Dry white lead, thirty per cent ad valorem. 

158. (b) White lead ground in oil, thirty-five per cent ad valorem. 


Item 187 is repealed and the following substituted :— 


187. Cement, Portland and hydraulic or water lime, in barrels or 
casks, the weight of the package to be included in the weight for 
duty, twelve and one-half cents per hundred pounds ; in bags, twelve 
and one-half cents per one hundred pounds together with twenty- 
five per cent ad valorem on the bag. 


Schedule ‘B’ is amended by repealing item 455 and substituting 
the following :— 

455. Settlers’ effects, viz., Wearing apparel, books, usual and rea- 
sonable household furniture and other household effects ; instru- 
ments, and tools of trade, occupation or employment, guns, musical 
instruments, domestic sewing machines, typewriters, bicycles, carts, 
wagons and other highway vehicles, agricultural implements and live 
stock for the farm, not to include live stock or articles for sale, or 
for use as a contractor’s outfit, nor vehicles nor implements moved 
by mechanical power, nor machinery for use in any manufacturing 
establishment ; all the foregoing if actually owned abroad by the 
settler for at least six months before his removal to Canada and 
subject to regulations by the Minister of Customs: provided that 
any dutiable articles entered as settlers’ effects may not be so entered 
unless brought by the settler on his first arrival, and shall not be 
sold or otherwise disposed of without payment of duty until after 
twelve months actual use in Canada. 

2. The exemption from duty of machinery and structural iron 
and steel for the construction and equipment of factories for the 
manufacture of sugar from beet root, authorized by section 11 of 
chapter 11 of the Acts of 1904, is extended from April 1, 1905, to 
June 30, 1906. 

3. The exemption from duty of machinery and appliances of a 
kind not made in Canada for use exclusively in alluvial gold mining, 
authorized by section 12 of the said chapter, is extended from July 
1, 1905, to June 30, 1906. 

4, Section 18 of the said chapter is amended by inserting after 
the word ‘production’ in the fourth line the words ‘or from any 
British country.’ 
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WAYS AND MEANS—THE BUDGET. 


Hon. W. S. FIELDING (Minister of Finance) rose to move 
that the House go into committee to consider of the ways and 
means for raising the supply to be granted to His Majesty. He 
said: Mr. Speaker, in presenting for the tenth time to this 
House the annual statement of the financial affairs of the 
Dominion, I am sure that all the hon. members will rejoice with 
me that we can congratulate ourselves upon the continuance of 
that remarkable prosperity with which Canada has been blessed 
by a kind Providence for a very long period of years. In 
accordance with the custom of the budget speech, I shall find it 
necessary to refer to the financial affairs of three fiscal periods. 
First, we have to consider the affairs of the financial year 
1904-05, which terminated on the 30th of June last; next we 
have to consider the affairs of the financial year now current, 
which will terminate on the 30th of June next; and then we 
may have to consider very briefly the affairs of the next finan- 
cial year, or, to be more exact, the next financial period, which, 
in consequence of our proposed change of the fiscal year, will 
be a period of nine months, beginning on the first day of July 
next and ending on the 31st of March of the following year. 


FISCAL YEAR 1904-5—REVENUE. 


With regard to the affairs of the last financial year, the 
accounts have been in possession of the House for a considerable 
period and do not call for any very extended remarks. In one 
or two respects the outturn of the year was materially different 
from my own expectations. The revenue of the year was sub- 
stantially the same as my anticipation, falling short by only a 


ca 
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few thousand dollars. The customs revenue showed an increase 
over the previous year of $731,000, and in that year reached a 
figure more than double what the total customs revenue was 
only eight years ago. The post office revenue increased to the 
extent of $473,000. The railway revenue increased by $423,- 
000. Against these increases there were several decreases. In 
the general classification of our services, the excise revenue 
showed a decrease of $372,000; the Dominion lands showed a 
decrease of $150,000, due chiefly to the falling off in the busi- 
ness of the Yukon, and in miscellaneous revenue there was a 
decrease of $592,000. Notwithstanding these decreases, how- 
ever, taking the whole revenue for the year there was an increase 
of $512,955.85. This was a fairly satisfactory revenue. The 
increase was not so large as in former years, when it was going 
forwards by leaps and bounds, and the increase of each year 
was counted by millions; but on the whole it was not an un- 
satisfactory year. It would be correct to state that the year 
1904-05, both with respect to its revenue and its trade, was a 
period of rest, when the country was apparently taking breath 
and preparing for the larger expansion which was close at 
hand. 


FISCAL YEAR 1904-5—EXPENDITURE. 


So far as the expenditure of the year is concerned, the result 
was not so satisfactory. There was a considerable increase in 
the expenditure beyond the amount which I anticipated when 
I made the budget speech. Having regard to the late date at 
which the budget speech was made last year, we might naturally 
have expected that we would approximate more nearly than 
usually to the outturn of the year. As a matter of fact, the 
fiscal year had closed a few days before the budget speech was 
delivered; but the close of the fiscal year and the close of the 
accounts of the fiscal year are two very different things. In 
Great Britain the fiscal year closes on the 31st of March, and 
the accounts close immediately; all balances lapse, and the new 
year begins with the appropriations for the year. That is quite 
possible in a country like Great Britain, with a comparatively 
small area, a dense population, and means of communica- 
tions by railway, telegraph and telephone, which are of course 
beyond the means of communication in a country of such vast 
extent as the Dominion of Canada. It was therefore necessary 
to allow a certain period after the close of the fiscal year for 
the closing of the accounts. As a matter of fact, after the close 
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of the fiscal year 1904-05 no less than $17,000,000 came into 
the accounts between that time and the period allowed by the 
regulations for the closing of the accounts. The payments made 
between the closing of the fiscal year and the closing of the 
accounts last year were more than the total expenditures of the 
Dominion for several years immediately following the begin- 
ning of the union. While, therefore, it might seem, in view 
of the budget speech having been delivered at so late a date, 
that we should have come more closely than we did to the out- 
‘turn, the fact is that, so far as the revenue is concerned, the 
results were about as anticipated, while the expenditure, both 
on consolidated account and on capital account, was considerably 
larger; so that the surplus was somewhat less than I had antici- 
pated, and while we had hoped to close the year with a very 
moderate increase of the public debt, the close of the year 
showed an increase of the debt amounting to some $5,000,000. 
But while the year was a less satisfactory one in that respect 
than we had hoped for, it was, as I have said, as respects its 
trade and finances generally, on the whole a satisfactory year, 
and only suffers by comparison with years preceding it, which 
were years of marked advance. It is worth remembering that 
now we are dealing in the budget of Canada with vast sums of 
money, much larger than those of former years, and it cannot 
be expected that our estimates will approach very closely to the 
actual expenditure. 


FISCAL YEAR 1904-5—SURPLUS. 


The result is that the surplus of the year, instead of 
being $9,000,000 as I had anticipated, was $7,863,089.81, 
a surplus in itself very satisfactory, and larger than the 
average surplus which this government has enjoyed during its 
term of office. The question of the surplus is always an interest- 
ing one, and so I have prepared a statement showing the surplus 
of each year from the time the present government assumed 
office down to the present date: 


Surplus, Deficit. 
15:3 EY So re aie are) ee Smo, i VN Mia - $519,981 44 
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Taking the total surpluses for all these years, with the one 
deficit, we find that for the nine years there was a net surplus 
of $64,300,165.85. That would give us an average surplus of 
$7,144,462.97. 


BOUNTIES AND THE SURPLUS. 


A question is sometimes raised in the House and outside with 
regard to the manner of preparing this statement of surpluses 
_ in comparison with the statements in former years. I have 
pointed out more than once, and need only say briefly now, that 
the only point of difference between our manner of preparing 
this statement and the manner of our predecessors is with rela- 
tion to the manner in which the bounties on iron and steel and 
other things are accounted for. In former years they were 
treated as drawbacks from the customs account. It seemed to 
us that there could be no drawback where there was no money 
paid; we did not like the system and we changed it. We thought 
it wise, as these bounties were considered to be but temporary 
expedients, that they should be charged to a special account, and 
so they have appeared in this special account ever since. It is 
not strictly a capital account; these items stand in the same 
position as a railway subsidy. It is sometimes contended that 
we should not have done that, and that these are proper charges 
against the income of the year. I shall not stop to debate 
whether or not that view is correct, but I put the point as I 
have done before, clearly before the House, and say that if it 
be deemed expedient to take that view, if it be considered proper 
that these bounties should be treated in that way, should have 
been charged up against the income for the year, then instead 
of having for the nine years an average surplus of $7,144,000, 
the result would be that we would say we had an average sur- 
plus of $6,526,233, and so it will be seen that even if we 
attached any importance to that criticism which is sometimes 
offered, in the result of the nine years’ operations it does not 
make any extensive difference in the general statement of the 
surpluses of that period. 


FISCAL YEAR 1905-6—ESTIMATE OF OUTTURN. 


Coming now to the affairs of the fiscal year 1905-06, I esti- 
mate a revenue of $79,000,000. The revenue for 1904-05 was 
$71,182,772, so it will appear that I am estimating for an in- 
crease in revenue of $7,800,000. 
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The estimated expenditure for the current year, chargeable 
to consolidated fund, I place for the present at $66,500,000. 

The expenditure of a similar character last year, 1904-05, 
was $63,319,682, so it will appear I am estimating for an in- 
crease in the expenditure chargeable to consolidated fund this 
year of $3,180,000. 

I would have you observe, Sir, that I am estimating for an 
increase of revenue to the extent of $7,800,000 and an increase 
in expenditure chargeable to consolidated fund of only $3,180,- 
000, an estimate which, if realized, will give us a considerable 
sum to be made available to assist the capital account. 

With regard to the probable surplus of the current year, we 
have an estimated revenue, as I have stated, of $79,000,000 
and an estimated consolidated fund expenditure of $66,500,000, 
and if these expectations be realized we shall close this year 
with a surplus of $12,500,000. This will be one of the largest 
surpluses in the history of Canada. I think I am correct in 
stating that in only two preceding years, and that in our own 
time, has such a large surplus been shown on the year’s opera- 
tions. 

With regard to capital expenditure for the current year, I 
estimate that it will reach $15,500,000, which is practically 
the same amount as the expenditure of like character last year, 
that expenditure being $15,484,000. 

Having an estimated expenditure then on consolidated fund 
of $66,500,000 and an estimated expenditure on capital account 
of $15,500,000, this will make a probable total expenditure for 
the current year of close on $82,000,000. 


Mr. R. L. BORDEN. Bounties are included ? 


Mr. FIELDING. Everything, the bounties are charged in 
what is called capital and special account. 

If we take from that the estimated revenue of $79,000,000 
and the available sinking funds of $2,200,000, making a total 
deduction of $81,200,000, we shall have a total addition to our 
net debt in the current year of $800,000. I am hopeful that the 
result will be more favourable; I am hopeful that the expan- 
sion of trade will be such that the revenue will go somewhat 
beyond the $79,000,000, and that we may close the year by 
squaring the account, that our receipts will cover our expendi- 
tures of all classes, and that we shall add nothing whatever to 
the public debt. However, it is well to be in that respect con- 
servative, especially as my estimates in this way last year were 
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somewhat disappointing, and I prefer to have them on a con- 
servative basis. From the figures I have given there may be a 
possible addition to the net debt at the close of the year of 
about $800,000. 


FISCAL PERIOD 1906-7. 


Coming to the period of 1906-07, for the nine months, it is 
difficult to make any general estimate; we can only draw atten- 
tion to the figures presented by way of estimates. The main 
estimates have already been submitted to the House, and they 
amount on consolidated fund account to $51,594,532.72. There 
are capital account estimates amounting to $16,342,015, of 
which $10,000,000 is for the National Transcontinental Rail- 
way. To this must be added at a later period in the present 
session supplementary estimates as usual. I am not prepared 
to state what they will be, but I think I can assure the House 
they will not be excessive. 


Mr. FOSTER. About what will they be? 


Mr. FIELDING. Something over $2,000,000, I think, for 
consolidated fund, but the estimates are in course of prepara- 
tion, and, as my hon. friend. (Mr. Foster) knows from his own 
experience, it is difficult to give more than an approximate state- 
ment in such a case. And then at or near the close of the fiscal 
year there is usually submitted a further supplementary esti- 
mate to wind up the affairs of the year. So that in any esti- 
mate we attempt to make, we shall have to take in these addi- 
tional estimates which will have to come down in due course. 

With regard to our possible revenue for the period of nine 
months, perhaps the safest way is to take the revenue for the 
corresponding period in the current year. Our revenue for the 
corresponding nine months of the current year (J uly 1, 1905, 
to March 31, 1906), amounted to $57,015,562.68. We shall 
have in the coming fiscal period a revision of our tariff, and the 
effect that revision may have on the finances of the year is, as 
hon. gentlemen understand, difficult indeed to predict. I do 
not care to say more than that. I do not expect that these 
tariff changes, which it is hoped will be brought on at the 
autumn session, will have any disturbing effect on the public 
revenue, and if business continues good we can at least expect 
to have as much revenue in the nine months as in the nine 
months of this year. I should feel hopeful that business would 
increase and we would do better than that. I think it will be 
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found, if these expectations are correct, that within that period 
of nine months we shall have a suflicient revenue to meet all 
our consolidated fund expenditure and leave a material surplus, 
proportionate probably to the average surplus of recent years, 
and that that surplus will go to the diminution of what would 
otherwise be an addition to the public debt. I do not feel justi- 
fied, at present, in going very fully into the affairs of the future 
period, but I see no reason why, with a reasonable expansion of 
trade, we should not have as prosperous a period as we have 
had in recent years for the full period of the twelve months. 


INTERCOLONIAL RAILWAY—IMPROVEMENT IN ITS FINANCIAL 
AFFAIRS. 

So much attention has been given to the affairs of the Inter- 
colonial Railway—especially the financial affairs of that road— 
that the House, I am sure, will be pleased to have a statement 
of the operations of the road for the expired portion of the 
present year in comparison with previous years. It is well 
known—almost too well known—by the House that, for several 
years, the Intercolonial Railway has not had a very favourable 
balance sheet. In 1904, the road showed a deficiency of $900,- 
000, and in 1905 the deficiency on the year’s operations was 
$1,725,000. I have here a statement of the operations of the 
road for the ten months ending April 30 last, from which I find 
that the revenue for that period was $6,265,218.14, and the 
working expenses $6,380,923.92, showing a deficiency this year, 
on the ten months’ operations, of $115,705.78. I do not know 
whether my hon. friend the Minister of Railways (Mr. Emmer- 
son) will be able to keep up that gait until the end of the year, 
but, if he is able to do so, it will certainly make a great change 
in the finances of the railway. Let us hope—especially those of 
us who are from the lower provinces, and interested in the road 
more, perhaps, than the average of men—that my hon. friend, 
in his anxiety to make a good financial statement, will not 
overdo the business, and fail to give us the liberal train arrange- 
ments and reasonable facilities that the people expect from the 
Intercolonial Railway. 


POST OFFICE SURPLUS. 


The Post Office Department is one to which I wish to call 
attention, and it is one, I am glad to say, whose financial state- 
ment is of the most gratifying character. The prosperous condi- 
tions established by the former Postmaster General, Sir William 
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Mulock, have been continued by his successor, the present Post- 
master General (Mr. Aylesworth), who is likely to be able to 
make even a more favourable statement than his predecessor. 
The Post Office surplus for 1904-05 was $490,844.89—close 
upon half a million dollars. If the present Postmaster General 
could but repeat that operation for the present year, that in 
itself would be a very gratifying result, and one with respect 
to which he need not fear comparisons in the future as to his 
first year’s operations as the head of the Post Office. But the 
figures I have obtained from that department go to show that 
my hon. friend (Mr. Aylesworth) will have a much better 
statement than that. I suppose the prosperity of the Post 
Office Department may fairly be taken as a barometer indicat- 
ing prosperity throughout the country generally. At all events, 
my hon. friend is able to hand me this very gratifying state- 
ment for the nine months of the current year, ending 31st 
March last. In the other statements I have presented, I have 
been able to bring the figures down to a later date, but the . 
Post Office accounts are adjusted quarterly, and it has not been 
found convenient to compile a statement covering figures later 
than the 31st of March. For the nine months ending 31st 
March there is a surplus of $747,880; and my hon. friend the 
Postmaster General assured me that, upon careful calculation, 
he hopes to be able to close the year with a surplus for the Post 
Office Department of $900,000. We cannot help contrasting 
for the moment—not in a party sense, for everybody in the 
House, I am sure, will join me in congratulating the country 
upon the happy comparison—we cannot help contrasting the 
financial condition of the Post Office with that of a few years 
ago. It is but a few years since Canada had a three-cent 
domestic letter rate, and a five-cent rate on letters to Great 
Britain; and yet, even with these heavy postal rates, the Post 
Office Department absorbed all the revenue it could collect and, 
at the close of the year, some $600,000 or $700,000 was usually 
required from the public treasury to make good the deficiency 
and keep the Post Office running. We have no longer a three- 
cent rate; Canada has penny postage within her own borders, 
and penny postage with the mother country. The Post Office 
Department no longer absorbs all its own revenue, no longer 
calls for $600,000 or $700,000 from the treasury. After afford- 
ing the people a very liberal postal service, after giving reduced 
rates, after establishing the blessing—for it is not too much to 
speak of it so—of penny postage, the Postmaster General comes, 
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at the close of the year, asking nothing from the public treasury, 
but tendering the splendid sum of $900,000 to assist the other 
public services of the country. Again, I hope that my hon. 
friend the Postmaster General will not become purse-proud. I 
do not think the country is dreadfully anxious to make a sur- 
plu& out of the Post Office. I think, and especially in view of 
the heavy cost of the Post Office Department in previous years, 
that there will be a general feeling that, if the Post Office can 
be sustained with a moderate balance on the right side, that is 
all that the country will desire or expect. Therefore, I hope 
he will not gloat too much over his surplus, but will give atten- 
tion to the extension of the postal facilities of the country, so 
that the people may reap the benefit in that way. 


TRADE OF 1904-5, 


While the trade statistics for the year 1904-05 show that the 
trade of Canada was maintained at a very high level during 
that year, there was no expansion as compared with the pre- 
vious year, but, on the contrary, a slight falling off in the gross 
figures. The total trade for the year 1904-05, as appears from 
the report of the Minister of Customs (Mr. Paterson), was 
$470,151,289, as compared with $472,733,038 for the year 
1903-04, and $467,064,685 for the year 1902-03. The figures 
for 1904-05 show an increase in the imports of merchandise of 
over $5,000,000, and a decrease in the exports of merchandise 
of $7,500,000. The chief falling off in the exports of home pro- 
duce was in the products of the mine and in agricultural pro- 
ducts, the former to the extent of $1,600,000 and the latter 
$7'100,000. There was likewise a decline in the foreign pro- 
duce exported to the extent of two million dollars, As I ven- 
tured to observe in the earlier part of my remarks, the year 
1904-05 might be regarded as a period of rest, when the country 
was enjoying a breathing spell, and getting ready for the greater 
expansion which is close upon us. If the results of trade in the 
year were not entirely satisfactory—though it is not right to 
say that, for, compared with all but recent years, the statement 
was a very satisfactory one indeed, though it certainly suffers 
by comparison with one or two years when our expansion of 
trade was little less than marvellous—if there was a breathing 
spell in 1904-05, there is every reason to believe that the expan- 
sion we desired is now taking place. I have before me a state- 
ment of the trade for the past ten months, ending Apri] 30th. 
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TRADE OF 1905-6. 


While the statistics relating to our import and export trade 
of 1904-05 do not indicate any expansion, the returns of our 
trade up to the 1st May last are of a very gratifying character, 
as will appear from the following statement: 


IMPORTS ENTERED FOR 
CONSUMPTION. 
Ten months Ten months 
to to 
May 1, 1905. May 1, 1906. 
$ 3. 
Dutiable.. 2 cntdiqey creme, eet oe Sees eee 120,673,298 138, 344,074 
Free Goodie nachna oe, ene ee 79,304,078 86,913,502 
woven VRE Total cc. .e Enptd gine Stee Aa ee 199,977,376 225, 257,576 
Coin‘and bullion....... a iies ice ela a aR ae 9,574, 439 5,087,681 
Grand:totalic a) ce oa eee 209,551,815 230,345, 257 


Coming now to the exports, a branch of business which to 
many in the House is perhaps more interesting than the other, 
I find the following results: 


TOTAL EXPORTS. 


10 months ending 10 months ending 
April 30, 1905. April 30, 1906. 
Domestic. Foreign. | Domestic. Foreign. 

$ $ $ $ 
iBhe: Mines eemade en eee 24,622, 986 225,089/ 27,490,993 168,336 
(LER SHON OSE aata tsa hie ee 8,882,788 14,942) 13,168,905 16,533 
‘i OTOSh., Baume tae feo 24,802, 682 109,097] 28,537,996 79,367 
Animals and their produce. .... 53,082,323 521,543) 56,645,364 583,759 
Jeg ACNE ty Admonan uae 25,709,620 2,580,520) 44,102,260 4,662,679 
Manufactures................. 16,811,351 2,809,535) 19,748,497 2,310,115 
Miscellaneous..,.............. 29,653 1,513,643 63,142 616,796 
Motalimdsey aces eae 153,941,403 7,774,369} 189,757,157 8,437,585 
Coin and Bullion. ....]...... aa (VEHVIN ses sn aaae 7, 202, 956 
Total exports.......... 153,941,403 8,448,194) 189,757,157| 15,640,541 


Total exports, 10 months, 1904-5, $162,389,597. 
u 1905-6, 205,397,698. 
Customs Revenue, 10 months, 1904-5, $38,747,857. 
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1905-6, 3 


7,507,464. 


STATISTICS OF CANADA’S PROGRESS. 


I have designed to avoid burdening the present budget speech 
with any elaborate statistics for several reasons. But I think 
it is desirable to present a few striking facts of ten year periods 
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whereby we can get a comprehensive glimpse of the great pro-. 
gress Canada has made during the past few years. To that 
end I present the following tables: 


Miscellaneous statistics illustrating progress of Canada since 1875 : 
Total Imports. 


BRU g Sr wes slags i. us Gage es ee . -$123,070,283 
Lae oer ene emer Frege Se) bie 108,941,486 
SOUONG Respects ere. 6c vin. cena ob shige hein Tee tgy me eeeee 110,781,682 
BOGE « ares Siac a SHON TOS Fc A et 266,834,417 


Total Exports. 


Dany Bere ci tas. aie Sale “eof a de .-$ 77,886,979 
PaN Ona E aie cle mas sere len pe Sam era Ce A 89,238,361 
ARID sie) setae on ee nO eee: Le Ae cme eee ET TS GBR S08 
LPOG es cn Che se) 2 URE, eo een ek 908070875 


Total Trade. 


STD RE cia 6s, ain sor wa ots, cro eae SAR ae . .$200,957,262 
PERDiriehea lie Peels fics Gs et Regeae Lag Cent ee, MeL OS OTS 
1 ee ee ae re PRET ee Pa rah Ce Se. MNO Et 
OD ainda sna chs, neil oy Bec cemeie 1. halen eee nee eee OT 1s 280 


* 
Deposits in Chartered Banks, 30th June. 


SRT Bale coins Sak vie: asa iard aie fe simetay yaan cys any aE eA EaS GOS 4.860 
AOSU ee sts oe Sa py A; tien ve) ay ice Ca ee ne OD S0T429 
PSDs sitiara tal ais S2-)-c'c “Shak eee ee ee een SOS SOD7 
OOD aie) aasic sleek. wien cas |» 0G SE dee Aas Se Ae Eee RAGS Oril.648 


Discounts—Chartered Banks, 30th June. 


TTB in ste, wyotin) Oey mafia oobi anaan in up Eee eae Ss 1SO/TTALG TO 
BMRB sa ale Seyi 3! iain “eee fom Maye an et SEL ae ae ete eee ee OS S47, O00 
thE eee ae ee ere ere may ed th Ba DY path, 
1905. ° . ; cai Wnidine dep lerirey saepeo0,; 900,004 


Overdue bank debts 30th DUNG 71Gb oa eed ce et Sh) SOUS SOL 
Overdue bank debts 80th June, 1905.. .. .. .. .. .. .. «. 1,689,487 


Notes of Chartered Banks in Circulation, 31st October. 


See? Ses OP ca ae 9 ee ee ee, Se oe oe gen 
$885 ic, 01:45. Ji. shecenloee Ses bade ee ee ee ee tas 
MODE. Gs cipigee. ici cecee fms oe ae ae Re 
IDOE} osc TEST. RR ees, ee eee ae Ebene 


Dominion Notes in Circulation, 31st October. 


ASTD sin. 40. 43 09) ner ain Ug Ww | amine ee Wtelhed wie gtee Fan eee ed I 
5 ee ee eee Oe ee eM) Sr eS re Oh mae Wee NUEHI Nein 
SEU ga ¥55 oF nun sy ea ie, OFS ee en Sa ee ee ROBT OO 
A006 5 ne ee Os Se ew Oe hs eae Saha Men es POM Rae 


Miles of Railway in Operation, 30th June. 
Miles. 


of | eR, een ee mer rer ee fee ee Ae BS re Cay 
TSBB ie scan Sk as Rin) eee) eu dee ee ee ee eee Ne LOGE GS 


1608.0 cc Sols oewten biked (co ne ey ee ee AE G77 
MOOBGATS gf Gv. as Shwe sends See cece eae ea a ae EST 


Railway Traffic—Tons Carried. 


bi er ee ere re te Stk, ae Cae 
i in rem r en Cee bse re ace Fa oberg! 
TRGB S PeAuG. Were Re NED Ge lakh e i cee eS ee ae Cae Ba cet 
1008 is ce cE Vey Rit ak eee 3G ee ee eee DU Roe UeT 
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But, Sir, I should not dispose of these statistics without say- 
ing something regarding our revenue and expenditure, and 
making comparisons in the same way: 


Consolidated Fund Revenue. 


ASTH te sais SS) ciel aw RS) eee sce, Pe ae Maree Ena Soe OFONULO 
TT eg a ee ee eA PPR AMS eh Lon oh AS Mott ups .. 32,797,001 
ARGH eee te cic ene a ah ee ROR ECR ie arte Con (oskao, 
nS te Ee css. ries onas, Homed oper e 
Consolidated Fund Expenditure. 
1-1 tn Pen Gog Ono seas oo no no aoe An eM ivel 
Gt Ae rere MAC AY AM 8 CAG oa (Aon od ca EU BYE MLOD 
1S een SOM ener ite Seis ca: cor condor so. ieod sa lok eet) 
a) \ 9 en ie Pee ENN. So SGP, Ten ac Os toe Ben ba, RPI MY 
Total disbursements of all kinds. 
LST5 teh ile) See eGo Sele SD oie eign ah ete Sree athann nic eae ter Oa SOC STON UO! 
Tt: en Sen, ecm Ac: toric, Gr OG Ga oo ao k MEH UMer 
TSOB Sey are i venga Wee devas avd MR deve Saree Ree oe ee AOE OT Des S 
PSOB Re Cheba ix. e ce Reet les, ecco Ine ae ne en ee MET OR SOAR OS 


Now, these figures show the enormous increase in our public 
expenditure, and sometimes that,is made a subject of criticism 
more or less friendly, but sometimes adverse. We admit that 
there has been a great growth in the expenditure of the country, 
but we think that to some extent that expenditure has some- 
thing to do with the great progress of the country. We do not 
mean to say that every dollar operates directly in the progress 
of the country, though indirectly it contributes. But in the 
main, the large public expenditure made under the administra- 
tion of the present government has undoubtedly been one of 
the factors which have assisted in the development of the 
country, and we are able to point to statistics to show that if 
the expenditure of the country has increased, it has only been 
keeping pace with the expansion of our resources. 


RELATION OF EXPENDITURE TO GENERAL PROGRESS. 


Let me point out that the total disbursements of all kinds 
increased from $42,872,338 in 1895 to $78,804,138 in 1905. 
This represents an increase of $35,931,800 in the period, or 
about 833 per cent, a very large figure, I frankly admit. But 
during the same period the increases in the following business 
features were as follows: 


Per cent. 
Totaletrade.. es Dee SERIE ae CRE, eM Gis’ oe) op chLOOR 
Consaltaaiods biiGMadehAswiiey Gr oa oo So Go uo oo 6a como oe Bees 
Deposits in chartered pantie: A ia RN a> See Om 
Discounts to the public by chanberca’ Bankes. Woeras. scenes ee Les 


Ronsicarried by rail wayseec emcee ee mun aes ae nel asi LOO 
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With these figures before me, I may fairly claim that, large 
as has been the increase in the public expenditure of Canada, 
it is an increase which has been necessary in order to assist in 
the development of the country, and the figures I have been 
able to show as to the expansion of trade, the increase in the 
banking business, the increase in the railways, all these items 
prove that the expenditure of the country has not increased 
beyond a reasonable amount, having regard to its expansion 
and development. 


THE PUBLIC DEBT AND DEBT PER CAPITA. 


The expansion of our expenditure and the question of our 
net debt are always necessarily associated. We think that the 
results of our policy in that respect are such as ought 
to commend themselves to the House and the country. It 
is not to be expected that in a country like Canada we can 
avoid additions to the public debt. On several occasions when 
it has been my happy privilege to present to the House the 
financial statement of the country’s affairs, I have felt it my 
duty to warn the House that in a country like Canada, with 
such a vast territory, with so much to do, with so many avenues 
opening for development, it was not to be expected that our 
affairs could be carried on without some addition to the public 
debt. 

And so at the present time, even if we had to show a large 
increase in the debt, I would not regard it as anything for which 
we need offer an apology. But, we shall be able to show, 1 
think, that our additions to the public debt have not been exces: 
sive. Indeed, having regard to the work that has been done, I 
think that our additions to the public debt will be shown to 
have been very moderate. Reductions of the public debt are, 
however, not usual. Only on one or two occasions has it been 
my pleasant privilege to refer to such reductions. There were 
only two occasions in the previous history of the country upon 
which there was a reduction of the debt. In the year 1871 
there was a reduction of $503,224. In 1882 there was a reduc- 
tion amounting to $1,734,129. These two reductions amount 
to $2,237,353. We have been more fortunate in that respect. 
In three years out of our nine we have had reductions of the 
public debt amounting to $11,741,009. The net increase of 
the public debt of Canada during the nine years down to June 
80, 1905, was $7,726,732. Now, this, under any circumstances, 
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would be but a very moderate increase, but considering all that 
has been done throughout the country in the meantime, I think 
the surprise will be, not that we have that increase, but that the 
increase is not much larger. Not only have we been able to 
provide for large and liberal expenditures under what is com- 
monly called consolidated fund account, but we have been able 
to provide for large and liberal expenditures in the way of 
capital and special account. During the nine years of this 
government, besides providing for the ordinary affairs of gov- 
ernment which are embraced within consolidated fund account, 
we have spent no less than $97,015,325 chargeable to capital 
or special account over and above the ordinary expenditure, 
and yet in that whole period we have only added $7,726,732 to 
the public debt of this country. 


Capital 
Expenditure Increase 
—. an or Decrease of 
other special Debt. 
charges. 
$ $ 
nt Ges Ani eect eee MT antec oe eee SE a ole 4,622,996 + 3,041,163 
ISOS). Sch nannies oars eae 3 APO A aA ee ie 6,501,755 + 2,417,802 
LS aoe So AP eee ike ee Ange A Rinisertiy s 9,639,134 + 2,317,047 
OOO NT erence Asti Soe hi RAL soe Minera Sen es 9,742,187 — 479,639 
OOS ceria 2 ica Ged hee esate ee ate 11,116,498 + 2,986,196 
LOO DS er ccrthe: vavskeis sr ee. o meee U0 OR Ree 13,211,407 + 3,349,085 
a ewe erdttrs qlee aor bss to: | is ORE ass eects rs ecteeny Neana ee 10,054,679 — 10,222,100 
TS04 Nc aeeeeee si ald = alas ay ateeet pe eR eRS Te en Ee 16,642,214 =) Bis 
LQOS Tea asa rite artsy ce 3) Sts ae 15, 484, 455 + 5,356,448 
97,015, 325 W12657 32 


I have had a statement prepared by one of my officers in 
regard to the net debt of the country in proportion to the popu- 
lation. Of course, the question of the burden of our public 
debt must always be measured by the population which has to 
bear it. I have the statement of the population in each year 
and the statement of the net debt, showing what it is per head. 
Beginning with 1895 it showed a net debt of $50.07 per head, 
and without reading all the intervening figures I come down to 
1905. We had, according to this statement, a population of 
5,616,969 and a net debt of $266,224,166, which would be 
equivalent to a per capita net debt of $47.39. If this be a 
correct statement of the situation, it would show that there has 
been a reduction of the net debt per head from $50.61 in 1896 
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to $47.39 in 1905, a reduction of $3.22 per head in the net 
debt of Canada at the close of the last fiscal year. 


Mr. FOSTER. What is your estimate of population ? 


Mr. FIELDING. I am going to correct this estimate, but 
I will give it to my hon. friend as I gave it—5,616,969. I 
have presented this estimate of population as obtained from the 
Department of Agriculture based upon mathematical caleula- 
tion which they have been in the habit of making from year to 
year upon the ratio of increase as it is disclosed in the popula- 
tion as shown in the last census. It is the method whereby they 
make this statement from year to year. They have this mathe 
matical rule, and whatever it works out they present to us as 
the statement of the population, but at the same time I will say 
that it is not a fair statement. If we take the population of 
1901, which was set down at 5,384,745, and the population as 
set down in this statement in 1905, at 5,616,969, we shall find 
that this only allows for a total increase of 232,000 in four 
years. But at the same time our returns from the Department 
of the Interior show that we have received 472,000 immigrants 
into the country; so that, if we simply take the population of 
1901, as shown by the census of that date, and if we add our 
472,000 immigrants, that would give us a population of 5,857,- 
084 on the 30th of June last without allowing anything for the 
natural increase of population. I am sure that hon. gentlemen 
on both sides will agree with me when I say that if we had in 
1901 5,384,745 people, and if in four years we have brought 
in immigrants to the number of 472,000, making 5,857,084, 
and if we make a reasonable allowance for the natural increase 
of population in Canada, it is but a moderate and modest caleu- 
lation to say that on the 30th June last we had in this Dominion 
of Canada not less than 6,000,000 souls. I know that there are 
some officials of the government who have gone into this matter, 
too, who will think that I am understating the figures of the 
population. They will think, and they will be able to show by 
fair methods of calculation, that the population of Canada on 
that date was somewhat larger, but I think it would be safe to 
say, and I hardly think it is a matter of dispute, that on the 
30th June last the population of Canada was not less than 
6,000,000 people. 

Mr. FOSTER. Not including the Indians? 


Mr. FIELDING. Yes, my hon. friend the Minister of 
Agriculture (Mr. Fisher) says that includes Indians. That is 
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the usual method of computation. If we take a population of 
6,000,000 people on that date and take the net debt as it 
appears in the public accounts we shall find that the net debt 
per head on that date was not $47.39 but $44.37, a lower figure 
than that at which it has stood in the accounts of Canada at 
any time during the last twenty years. 

Making this correction the following statement shows the 
amount of the debt at the close of each fiscal year since 1895 
together with the extent of it per head of population :— 


—— Population. | Net Debt. Per Capita. 

$ $ cts. 
SOD ep ndy cero etl es Uae eter aera » 5,054,285 253,074,927 50 07 
MS OGH Mt ee eka sth Pace seek crea eae 5,107,918 258,497,432 50 61 
10 ek. 8 ears ee eae 5,162,121 261,538,596 50 66 
fee, ues. oS R OG eee 5,216,899 263,956,398 50 60 
IC ean eres ccc dl anmtha ce alo 5,272, 258 266, 273,446 50 50 
1900: ie) Le ee 5,328,205 265,493,806 49 83 
DKS) Anette corres carer oto ae oie oto : 5,384,745 268, 480,003 49 86 
LOO Deore ie es ace ane Meare 5,441,885 271,829,089 49 95 
1903 ete estate ce ee eee neers . 5,499, 632 261,606,988 47 57 
1904 ee ees > es ae 5,557,991 260,867,718 46 94 
1906: el hen: Eolas eee 6,000,000 266,224,166 44 37 


PUBLIC LOANS. 


In the matter of public loans this government has been 
remarkably fortunate. We have seldom had occasion to go 
upon the public market. Almost all of my predecessors have 
been obliged—properly obliged—to go somewhat frequently 
upon the public market for loans. This government has only 
issued one public loan during the nine years to which I have 
referred. In 1897 we issued a comparatively small loan of 
£2,000,000. We made a new record for Canada at that time. 
The psychological moment was chosen happily for the issuing 
of the loan. We were able to place a two and a half per cent 
loan on the money market at a price which yielded a very satis- 
factory result, the cost being 2°86 interest. It is but fair to 
say that there has been no moment since then at which we could 
have repeated that transaction. No other colony has attempted 
to issue a two and a half per cent loan and Canada herself 
would not have been able to have done it. We did seem to be 
exceedingly lucky in selecting the moment at which that amount 
was placed upon the market. In more recent years the condi- 
tion of the money market has been less favourable. Many 
things, chiefly the great wars, have had to do with it. The 
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tremendous expansion in industrial life throughout the world 
has created a demand for capital and the supply of capital has 
not always been equal to the demand. Of course, money can 
always be obtained by good borrowers if they are willing to 
pay enough for it, but in view of the great demand for money 
for some years past there is a strong disinclination on the part 
of investors to purchase the higher grade of securities—securi- 
ties which will only yield two and a half or three per cent. 
They have so many opportunities of investing their money at 
higher rates that they are not disposed to buy stocks yielding 
the lower returns. We have had evidence of that in the unsuc- 
cessful efforts made by various public bodies to raise money in 
the old country. As I have said, you can always raise money 
if you are willing to pay for it, but the experience of most 
governments and most large public bodies has been that for 
some years the conditions have been unfavourable. Perhaps 
the most notable example—an exceptional one some may say— 
was the Russian loan placed recently on the market for a sum 
of $430,000,000. So unfavourable was the condition of the 
money market that Russia wos obliged to offer terms which 
practically amounted to within a fraction of six per cent for 
the money. Of course Russia has suffered a great deal from 
the Japanese war; her prestige is not what it formerly was, 
but still Russia is a very great nation and nobody doubts that 
the securities of Russia will be redeemed in due course. The 
fact that this great nation has had within the past few weeks 
to pay six per cent for her money is at any rate an indication 
of the state of the money market. 

We have been fortunate in not having to go on the public 
market. With our abundant revenues which are exceeding our 
ordinary expenses, we have been able to provide largely for our 
capital account as well as for the ordinary expenses; we have 
not only been able to provide for our capital account but we 
have been able to provide to a considerable extent for the 
redemption of maturing loans. 


TREASURY BILLS. 


We have found it necessary from time to time to issue 
treasury bills. We believed it was more expedient to issue a 
short term treasury bill at a possibly higher rate for the 
moment than to issue permanent stock which would bear the 
results of the unfavourable conditions of the money market 
during the whole period of its life; and so we have from time 
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to time as the need might be issued treasury bills which with 
the aid of our liberal revenues have enabled us to carry on the 
public affairs. Hitherto, with the exception of the year 1897, 
we have not gone upon the general money market. 


Mr. FOSTER. Can my hon. friend give us an idea of the 
treasury bills that have been issued and their cost? 


Mr. FIELDING. We have now outstanding an issue of 
treasury bills of £600,000. These bills were first issued in 
March, 1905, at a cost of 24 per cent discount, a particularly 
favourable rate. They were renewed at a later stage for 34 
per cent; they were again renewed for 34 per cent and they are 
now outstanding. These are the only treasury bills which are 
at this moment outstanding, 


Mr. FOSTER. Was the last issue 34? 


Mr. FIELDING. The highest for that issue is 34. We 
have had at other times issues which have passed out, and 
which bore from time to time a higher rate; I think we paid 
at one time as high as 8%. In addition to this £600,000 of a 
temporary loan in the form of treasury bills we have an over- 
draft in the bank in London for £400,000. We had an issue 
of £800,000 of treasury bills maturing and we thought it was 
not wise to renew them at the moment. We were able to pay 
off £400,000 of them and the balance remains for .the time 
being as an overdraft. Whether we shall let it remain in that 
position or whether we shall issue treasury bills is a point to 
be considered. We are awaiting a favourable opportunity. 


Mr. FOSTER. What is that costing you now? 


Mr. FIELDING. The arrangement we have with the bank 
is that the overdraft shall bear the Bank of England rate at 
the time being, whatever it may be. The bank rate recently 
was 335 it was raised a couple of weeks ago to 4; the last report 
which I read in the newspapers is that they expect easier money 
within a week or two and that probably the bank rate will be 
down again 84. Whatever the Bank of England rate from 
time to time may be, that is the rate we pay on our overdraft. 


Mr. FOSTER. Where is that held ? 


Mr. FIELDING. It is held in London by the Bank of 
Montreal. These are our only temporary loans. At times, of 
course, our loans have been larger as our needs were, and they 
have been paid off and other bills issued from time to time just 
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as might seem to be necessary. We have, as I say, been very 
fortunate therefore in not being obliged to go upon the public 
money market, and I am satisfied that in tHat course we were 
wise, inasmuch as any issue we might have made of late of a 
permanent character would undoubtedly have had to bear an 
unfayourable rate. We are strongly impressed that it was good 
policy to issue treasury bills for a short time awaiting a favour- 
able market so that we might hope to issue our securities at a 
better rate than would otherwise be obtained. 


EARLY MATURING LOANS. 


While in the past we have been fortunate in not requiring to 
go on the market; while we have been able to meet our needs 
with the aid of liberal revenues and treasury bills, it is not to 
be expected that can be continued for an indefinite time. We 
have now large maturing loans and we have also large obliga- 
tions, particularly those arising out of the Transcontinental 
Railway, and as those obligations come upon us it is certainly 
very desirable we should meet them by the issue of a public 
loan. When the market is in a more favourable condition for 
that purpose we shall certainly deem it our duty to issue a 
public loan in the usual way. I shall give the House a state- 
ment of what these early maturing loans are, for they are 
considerable. 

On the 1st November next the 4 per cent loan of 1876 
amounting to £2,500,000 matures, and on the 1st May, 1907, 
the sum of £2,275,082-14-5 falls due. This latter sum repre- 
sents the portion of the loan of 1874 that fell due 1st May, 
1904, that was extended. Year by year from that date until 
1910 arrangements will have to be made to meet maturing 
liabilities. 

The total maturities to 1910 inclusive are as follows :— 


Woyomber 1) 1906:..c0 00) A es ses vee DOOD ae One? 
BAY) B5/190TE ge cick Sis cient [oan oa nope oroine 2,275,082 14 5 
April, 1, F90G: ny nw to ee an, Me esse Sues 1,500,000 0 0 
Wovyeniber 1, 190662. (5. I Bee ne ee oe eee, 000) 0 0 
Fase 151909 az. hee bw we ciao ee Ee eg eee OUD 0 0 
January, 1, 1910s 20g os css ee ew ete ee ena 6,443,136 2 9 
January 1, 191005. so. oe be on we ene om we es 3A 4,000,000 0 0 
Oetobor 1, 1010s. .v 5s Anas Walleaees hee meer ee SONG) F070 

£27,718,218 17 2 


Since 1903 the following loans have matured and have been 
provided for as follows :—October 1, 1908, Intereolonial Rail- 
way 4 per cent guaranteed loan, £1,500,000 redeemed in cash. 
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October 1, 1903, Intercolonial Railway, 5 per cent unguar- 
anteed loan, £500,000 redeemed in cash. April 1, 1904, 
Ruperts Land, 4 per cent guaranteed loan, £300,000 redeemed 
in cash. May 1, 1904, 4 per cent loan of 1874, £4,000,000. 
Of this £2,500,000 was extended for three years. November 
1, 1905, 4 per cent loan of 1875, £1,000,000 redeemed in cash. 
It will therefore be seen that we have been providing for very 
considerable sums of our maturing liabilities and have been 
able to redeem them in cash, except in one instance in which 
we have carried over a portion of our loan as I have explained. 


DEPORTATION OF UNITED STATES COINAGE. 


I mentioned to the House a year ago that I had made an 
arrangement with the view that there should be a deportation 
of American silver. It was found that the amount of American 
silver in circulation in Canada was very large; and possibly 
as a matter of national pride, possibly in view of the fact that 
there is a profit on the circulation of silver, many hon. gentle- 
men thought we should take steps to supply the Canadian coin 
and displace the American. Towards that end the government 
made with the banks an arrangement which was somewhat 
slow in going into operation, and up to the present date the 
amount of silver sent out of the country is $273,750. That 
has been practically all replaced by Canadian silver. 


IMMIGRATION. 


I have before me certain statistics of the immigration to the 
Dominion which I shall not burden the House with, but I 
would like to note, and I am sure the House will share with 
me in the pleasure of noting, a very interesting fact in connec- 
tion with the immigrants who are now coming to Canada. Not 
only is immigration for the current year increasing, but it is 
increasing in a way that will be pleasing to us all as to the 
source whence these immigrants come. In the ten months of 
last year the number of immigrants recorded as arriving was 
93,309, and in the ten months of the present year the number 
of immigrants arriving is recorded as 117,585. Therefore as 
regards the total figures the result is very gratifying indeed. 
But when we come to analyse the details of this year’s immi- 
gration we find that while in the ten months of last year the 
immigration from continental Europe was 23,637, that immi- 
gration from continental Europe for the ten months of the 
_ present year is almost exactly the same figure or 23,739. The 
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figures are practically the same as those of last year. There 
has therefore been no increase apparently in our continental 
immigration. Turning to the immigration from the United 
States, we find that whereas last year the number of immi- 
grants in the ten months to April 30, 1905, was 31,969, up to 
April 30 of the current year it had increased to 43,237. I 
know that some persons not always in Canada—and the farther 
away they are from Canada the more likely they are to take 
this view—entertain a doubt as to what will be the effect of so 
many people from the United States coming to our country. 
I believe I speak the mind of all who have been in the North- 
west when I say that the people who have come from the United 
States are among our best settlers to-day. They are people 
accustomed to our western life, who understand how to manage 
the farm lands of the country, and as a rule people with a little 
~ capital and marked intelligence; and I have such a firm and 
abiding faith in the all-absorbing power of British soil and 
British institutions that I have no shadow of doubt whatever 
that these people will make some of the best Canadians in the 
country. If we turn to the figures of immigration from the 
mother country, we find an equally gratifying state of affairs. 
Last year, in the ten months which I am considering, the 
immigration from the United Kingdom numbered 43,703; 
while in the ten months of this year it amounted to 50,609. 
While, therefore, we are glad to welcome to Canada immigrants 
from the continent, I am sure we are all the more pleased to 
have so large a percentage of those from the mother land and 
the United States, who speak our language and are familiar 
with our laws. 


REVISION OF THE TARIFF. 


It was announced by the Prime Minister some time ago that 
the proposed revision of the tariff would not take place during 
the present session. I very much regret the circumstance which 
obliged him to make that announcement; but there seemed to 
be no help for it. We thought after that determination was 
reached that the House would have a shorter and quieter 


session. 
Mr. FOSTER. Was it entirely the sprained ankle? 


Mr. FIELDING. If the hon. gentleman can suggest any 
other reason, what would he say it was? 
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Mr. FOSTER. It is hard to get inside of the hon. gentle- 


man’s mind. 


Mr. FIELDING. I can tell the hon. gentleman that so far 
as I am concerned, there is no other reason; but he has a vivid 
imagination, and perhaps he can find some reason which has 
not entered into our own minds at all. 


PRESENT TARIFF CHANGES. 


We have no changes of a material character to make 
in the tariff in consequence of the announcement of the 
right hon. the Premier. I have, however, one or two 
small resolutions to present, not for the purpose of making 
any change, but merely to confirm existing conditions. 
The first resolution is to extend for the further period 
of six months the exemption which is already provided 
for in our tariff as respects the duty on beet sugar machinery. 
Tt was represented to us that some factories were in course of 
construction at the present time or were projected and will go 
on during this season, and that if we allowed this extension, 
the industry would get the benefit of it. We therefore propose 
to extend that exemption to the 31st of December next. There 
is a similar exemption in the tariff with respect to machinery 
used for alluvial gold mining. It was inserted particularly 
for the encouragement of the gold mining industry in the 
Yukon Territory. We propose to extend the period of that 
exemption also to the 31st of December next. We also propose 
a resolution to confirm in the tariff an arrangement which has 
recently been come to with respect to the re-rolling of steel rails. 
It was represented to us some time ago by the Grand Trunk 
Railway Company that they wished to take up a lot of old rails 
and send them abroad to be re-rolled, and then bring them back 
to Canada and lay them on some of their branches, thus much 
improving the service. They represented that there was no 
place in Canada where they could get this work done, and they 
asked us to admit the re-rolled rails free of duty. We were 
not able to agree to that; but we agreed that if there was no 
establishment in Canada which could do the work, we would 
allow the rails to be sent to the United States to be re-rolled, 
and then brought back to Canada, and in that case we would 
not levy on them the full duty imposed on new rails, but a 
duty on the value of the labour put into the operation of 
re-rolling the rails in the United States. In accordance with 
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that arrangement a refund of duty was allowed to the Grand 
Trunk Railway Company with respect to a certain quantity of 
rails which they are importing under these cireumstances. We 
think it desirable, however, that the matter should not be dealt 
with in that way, but in the form of a tariff resolution, which 
will provide that in the ease of old rails that have been in use, 
which it is desired to send out of the country for the purpose 
of being re-rolled, they may be brought back to Canada on 
payment of a duty of 25 per cent on the value of the labour 
employed in this work in the United States, provided, however, 
‘hat such arrangement shall not continue longer than until the 
establishment in Canada of any factory or mill equipped for 
the doing of this work; and when and so soon as it shall appear 
to the satisfaction of the Governor in Council that such a mill 
has been built in Canada, then this clause shall cease to operate, 
and all such rails shall be admitted at the general rate of $7 a 
ton. The duty of 25 per cent on the value of the labour enter- 
ing into the work represents about the duty of $7 a ton on new 
rails, because the price of steel rails to-day is about $28 a ton 
and the duty is $7; so that while duty is specific, it is about 
equivalent to 25 per cent ad valorem. Therefore we propose 
at present to allow any railway company who wish to engage 
in a transaction of that kind to bring in the re-rolled rails 
under these terms and conditions. 


TARIFF GENERALLY. 


With respect to the tariff generally, hon. gentlemen are 
aware that two of my colleagues and myself, with sometimes 


some others—the Minister of Trade and Commerce was able 
to be with us only occasionally; but the Minister of Customs 
and the Minister of Inland Revenue, who is now the Minister 
of Marine and Fisheries, with the assistance of some other 
ministers in certain parts of the country—have made a very 
extended tour, and have inquired as far as possible into the 
desires of the people of all classes in relation to the tariff. In 
every part of the country the hearings were attended with a 
ereat deal of interest. People came from long distances to 
present their views, and I think they were satisfied with the 
manner in which they were received. We hope during the 
recess, if this session does not extend to too great a length, to 
take up that work, and at the November session, unless there 
should be delays in the present session to cause a change in that 
programme, we hope to bring forward a revised tariff—not one 
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which will make any great changes perhaps, but one which 
will meet such new conditions as have arisen; and we hope 
that we shall have the same measure of success that we have 
had in the past, in devising a tariff which will meet the require- 
ments of all interests in the country, and that we shall have 
again a period of tariff stability under which the industries of 
Canada will go on and prosper as they have done in the past 
nine years. 
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WAYS AND MEANS—THE BUDGET. 


Hon. W. 8S. FIELDING (Minister of Finance) moved 
that the House go into Committee to consider of the Ways and 
Means for raising the Supply to be granted to His Majesty. 
He said: Mr. Speaker, the last volume of Public Accounts in 
the possession of the House is for the fiscal period of nine 
months ended 31st March last. Perhaps it is worthy of note 
—though we here generally understand it—that the broken 
period was made necessary by the change in our fiscal year. 
Of course, it is difficult to make comparisons between a period 
of nine months and a period of twelve months: but, after the 
passing of the present year, we shall come to conditions under 
which comparisons may be made as usual. 


FISCAL PERIOD 1906-7—REVENUE, EXPENDITURE AND SURPLUS. 


The outturn of the financial period to which I have referred 
proved somewhat more favourable than the anticipations which 
I ventured to present to the House in the budget speech of the 
previous November. I had estimated a revenue of $65,000,- 
000; the actual revenue for the nine months was $67,969,- 
328.29, an excess over the estimate of $2,969,328.29. 
I estimated an expenditure chargeable to Consolidated 
Fund of $52,000,000; the expenditure proved to be $51,- 
542,161.09, which was less than the estimate to the extent 
of $457,838.91. I estimated a surplus of $13,000,000; 
the actual surplus for the nine months was $16,427,167.20. 
That is, the surplus for the nine months was larger than the 
surplus of any fiscal year in the history of confederation. It 
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may be well to note, in passing, though the figures are in the 
possession of the House already, that the main sources of our 
revenue were as follows :— 


Customs. ve Ga ca cone od ee ee ee eos FOULLiZiDS 
BXCUSO aie iasd) Sar ste tie ee elt pac Lato see crate Mere SSO; 403 ok 
Posts Office. 2. ie. ae mre gras ten eo aoe ee eee ee ee Gz 26u4 > 
Domanion) Wands ses ecu nenie mene 40 OSe403 
Railways ss <s) sc. is iste Oo ee MCE aero am O DUG. 099I7S: 
Miscellaneous; 4s: eco ce) ce em coats eee Oo oto 


$67,969,328 29 

The customs revenue during the nine months proved very 
buoyant, showing a very large proportionate increase over that 
of 1905-6. The same may be said of excise. 

POST OFFICE. 

The post office revenue continues to increase and that 
service may now be regarded as being firmly established on a 
paying basis. In the nine months of the financial period 1907, 
we received from this source $5,061,728.45. The expenditure 
for that period was $3,979,557.34, leaving a surplus of $1,082,- 
171.11. The operations of the Post Office Department up to 
and including 1902 resulted in deficits year by year. In 1903 
we had a small surplus of $292,654. Each succeeding year 
has shown a surplus, and so well has the administration of this 
branch of the service prospered that in the nine months of 
1907 we actually netted a surplus of $1,082,171.11. 

The statement of post office revenue and expenditure for 
a series of years is so interesting that the House will pardon 
me if I spend a moment in calling attention to it. The state- 
ment from 1896 to 1907 is as follows :— 


Year. Revenue. Expenditure. Deficit. Surplus. 
$ $ $ $ 
TSOG tre toni isaee case | 2,964,014 3,665,011 700,997 
USOT Be price martes sth | 8, 202,938 3,789,478 586,540 
ISIS ence moecan ake. 3,527,809 3,575,411 47,602 
ICE econ sarsnseemcs | 3,193,777 3,603,799 410,022 
UM OS engues ade eee 3,205,535 3,758,014 552,479 
NOON ie biter cere 3,441,504 3,931,446 489,942 
L902, Pores icterscysie dos ne 3,918, 415 4,023, 636 105,221 
OOS ae anontses bane 4,397,832 AS LOD, U7Seeal eerie neers 292,654 
TOQESEe Bek that seers | 4,652,324 45347, 540") iets ase 304,784 
MOOD See ss ceteinaaere | 6,125,372 AOS4 DO Ts al ren riadtce tener 490,845 
LOO O Beer aese hey es 5,933,342 AOD OM Naeriee epee mere 1,011,765 
LOO teeta: mere ero 5,061,728 SUSY Wloeabresoaomaaee 1,082,171 


It is of course to be remembered that this great change 
from a period of deficits to a period of surpluses is coincident 
with a very material reduction in the most important postal 
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We have not only had a greater revenue 
with a lower rate of postal taxation, but from year to year a 
continued expansion in the service. Taking only the last 
period of nine months, it is found that there have been the 
following increases in that service :— 


rates of the country. 


Increase 
Class of office. for 
nine months. 
Piaetighiwees sian. tse ehea ve oc 236 
POSURE DOLE MNOS. ke we, Kuicd ee-onutne coe 355 
Moanerc Gr0eT: OLICeS So bat ee hones coors as oe 115 
Savings banks .. .. . 32 


This is in addition to the large increase in the mileage of 
mail service as compared with previous years. 


INTERCOLONIAL RAILWAY. 


The Intercolonial account to which attention has already 
been called by the Minister of Railways and Canals (Hon. G. 
P. Graham) showed that there was a revenue for the nine 
months of $6,248,251.45, while the working expenses were 
$6,030,171.83, showing an excess of revenue over working 
s, for the nine months, of $218,079.62. 

The Prince Edward Island Railway was treated separately. 
There the balance is the other way; there is an excess of 
expenses over revenue of $67,713.53. 


expense 


FISCAL PERIOD 1906-7-SUMMARY OF RESULTS. 


For convenience of reference I have put in summary form 
the expenditure of all kinds, the revenue, and the net debt 
statement for the period of nine months. That is set out in 
the following table :— 


Summary of revenue, expenditure of all kinds, and net debt 
for fiscal period of 9 months ended March $1, 1907. 


Expenditure chargeable to Consolidated Fund. $51,542,161 09 
Capital expenditure— 


National Transcontinental Rail- 

OC ee OP TO a I eT POU 
BAWWOAPH Co aecsm seses a2 ne os) wor dsO0s,70U OF 
Canals .. + . 887,838 61 
Public works... foes SA tee . 1,797,871 16 
Dominion lands. Rae ee Ars wee ae BI BB D82°61 
PANUICIS oe bes oc fered te ute 


975,282 87 
———— 11,329,143 82 
Special expenditure— 


Railway subsidies .. .. .... .. 
Botnhiod ie seit oko. Reet tee 


. -$1,324,889 30 
.. 1,581,944 36 
——————_ 2,906,833 66 


Totnd, OX PONGLUTs stan sem ne oe . 65,778,138 57 


Total revenue.. . . 67,972,109 65 
Excess of total revenue over total | expendi- 
ture. A 2,193,971 08 


Add sinking funds.. 1,177,146 71 


Decrease of net debt .. .. .. .. -» 8,871,117 79 
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PUBLIC DEBT AND DEBT PER CAPITA. 


It will be observed that there is an excess of total revenue 
over total expenditure of $2,193,971.08. Adding to that the 
sinking funds, which are simply taken from one side of the 
account and placed on the other, and which amounted to 
$1,177,146.71, we see that as a result of the period’s operations 
there was a decrease in the net debt of Canada of $3,371,- 
117.79. This question of the public debt is at all times one 
of much interest. Occasionally we have had the happy privil- 
ege of calling attention to a reduction of the public debt, but 
on every occasion when I have had to speak of that I have taken 
the precaution to warn the House and the country that it would 
not be reasonable to expect, in a country like Canada, that 
we should have frequent reductions of the public debt. Indeed, 
it may surprise some hon. gentlemen, who are not familiar 
with our affairs, to be told that in the whole history of con- 
federation there have been only six years during which there 
have been reductions in the public debt. One of these reduc- 
tions stands to the credit of Sir Francis Hincks, away back 
in 1871. Another stands to the credit of Sir Leonard Tilley 
in 1882. The remaining four have occurred in recent years 
and can be claimed by the present administration. A moder- 
ate increase in the public debt from time to time is to be 
expected and would be quite defensible. I think it must be 
a cause of surprise to many persons and even to our critics 
to know that after the lapse of 103 years of the present admin- 
istration there has been such a very small addition to the 
public debt. During that period we have carried on large 
operations. We have provided very liberally for that portion 
of our public expenditure which is chargeable to consolidated 
fund. We have provided generously for the public service— 
perhaps my hon. friends opposite would use the stronger word, 
‘lavishly.’ We have provided for our capital and special 
expenditure. We have expended $127,000,000, apart from 
the ordinary charges, on what is called the capital and special 
account. Yet notwithstanding all these liberal allowances for 
all the public services, notwithstanding the large capital and 
special expenditure, notwithstanding the liberality with which 
all branches of the public service have been maintained, not- 
withstanding the energy carried into the development of our 
public works, we find ourselves at the end of this 102 year 
period with an addition to the public debt amounting to only 
$5,174,427, If it were not for the special item of the National 
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Transcontinental Railway, which every hon. gentleman will 
admit is of exceptional character, we would find that during 
the 102 years we have had no increase of the public debt what- 
ever, but a very considerable surplus over expenditures of every 
kind. If we look into the question of the debt in its relation 
to the population of the country, which is a very fair way to 
look at it, we find reason for believing that Canada is very 
modest in the matter of incurring public debt. As the country 
increases its population, we, of course, increase in ability to 
bear the burden. If the increase of the public debt should 
simply keep pace with the increase of population and the 
development of our resources, there would be nothing to com- 
plain of. But when we are able to show that from the point 
of view of the debt per head there has been no increase, but 
in reality an actual decrease of the public debt per head, I 
think it will be admitted that we are making a very gratifying 
statement. Beginning at the year 1891 and taking the figures 
of the population as furnished from time to time by our census 
department, we find that the net debt of Canada per head 
stands as follows:— 
NET DEBT PER CAPITA. 


* FTES Te Ca Se See ne te: Peer we be ao mDONCmpo maa Seu) 
S ABOS apts Gat oaiva's law adn sar sis wctrosn eee aie eee are 99 72D 

s TOUT Bk eden Bat inh ic, ais s Pah ce asy «55 40°96 

eo RGAE Net eA one te cume ela a Nets renee Tie see oat 20 eEO) 

= SRE ee es es ted an aa eso, wo buat = fais sie MOCO L. 

z DN Tm oe ese es Riel gc Gel oe an eee) OOO 

= Sols en wed ator lik ena ap rem ine anion pow ateprreyskes (OU Se, 
SU me soos Mas ache 3 eles IF) Yo lw Sie vere ee et OU LE 

DEUS: cme Sra te fetta) «oa Se Cig ho etl pr de Min se OU OS 

TOS Pretend sine Meteh o[s. aly aun Slee akpwden te 40°88 
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WU Te aga ted oie kis F Chh foie ieee Cosmic iat nist vaie, ee aU ha 

MOS rae oe teem eet eet tr er ois onion see eet OOS 

is PE See Bed TAC Mi rw € aS eS SESAME TED (See ae en 
Aro el lll pee ae ieee ce. Wo Baten ous, Tew thslet ols, pec ute baer he Sk 


I take as the estimate of population for the last date men- 
tioned, 31st March, the figures furnished by our Census 
Department as 6,153,789. 


FISCAL YEAR 1907-8. 


The fiscal year for 1907-8 will close within a few days, on 
the 31st of March, according to the new system. In England 
the fiscal year is closed on the same date; and they are able to 
close up the business of the year very quickly. In fact I think 
it is the practice there to take the accounts as they actually 
stand on that date and declare the result immediately. That 
can be done in a country like England, with a 
comparatively small area and with nearly perfect means of 
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communication. But with us in Canada, with a vast territory, 
and in some eases at least imperfect means of communication, 
it has been found necessary to make a liberal allowance in 
closing up the accounts. The Audit Act permits three months; 
we do not usually take the whole of three months; the practice 
in late years is to close up the accounts in about six weeks 
from the end of the year. Although we are now near to the 
end of the year, it is not easy to make a very close estimate, 
for the reason that all over the Dominion, with vast distances, 
there are accounts still to be rendered. Still we are so near 
the end of the year that we ought to be able to make our esti- 
mate somewhat closer than usual. Our revenue to the 29th 
of February for the current year amounted to $87,601,299. 
For the remainder of the year we make a conservative estimate, 
for we are aware that at the present time there is some check 
upon business activity. We place the revenue for the year at 
$96,500,000. The expenditure chargeable to consolidated 
fund up to the 29th of February, was $60,720,353. Making a 
reasonable allowance for the expenditure to the close of the 
year, we think the total outlay of the year chargeable to the 
consolidated fund will reach $77,500,000. If these figures 
be realized, with a revenue of $96,500,000 and an expenditure 
chargeable to consolidated fund of $77,500,000, we shall have 
for this year the magnificent surplus of $19,000,000. That 
will be a larger surplus than in any previous year. 

Coming now*to our capital and special expenditure, we 
have to estimate that on a pretty liberal scale, for we are now 
engaged in the construction of large works. We estimate our 
capital and special expenditure for the current year at $33,- 
000,000. This will make our expenditure of every kind for 
the year $110,500,000. If we deduct from this our estimated 
revenue of $96,500,000 and the sinking fund of about $2,000,- 
000, making $98,500,000, we shall find that there will be a 
balance at the end of the year to be added to the public debt 
of probably $12,000,000. In this present year, in the figures 
which bring about this result of a possible and probable addi- 
tion to the public debt of $12,000,000, we shall spend no less 
than $17,750,000 on the National Transcontinental Railway. 
If we did not have to make provision for that particularly 
large and exceptional item, we could close the year, not with 
an addition to the public debt, but with a reduction of the 
public debt to the extent of $5,750,000. 

I gave the House a few minutes ago the figures of the debt 


1i 


per head up to the 31st of March last, at which time there 
was a reduction of the public debt. At the end of the 
current year there will be a considerable addition to the public 
debt, and therefore it might be thought that would affect advers- 
ely the figures I have given of the debt per head. But I believe 
it is not so. During the past year we have had a particularly 
large immigration; I believe the population of Canada has 
increased during the past year very much more than in any 
previous year in our history, and I have no doubt that if a 
careful account be taken, it will be found that the increase in 
population will more than balance this increase in the public 
debt, and the net result will be that the debt per head at the 
close of this fiscal year will be no higher than it was in the 
figures I gave some little while ago. 


NATIONAL TRANSCONTINENTAL RAILWAY. 


I have spoken of the expenditure on the National Trans- 
continental Railway. We have for several years been spend- 
ing money on that great work. At the beginning of the work 
ihe demands upon the public treasury were not great, but we 
are now reaching a point when the expenditures for that service 
is and must continue to be large. I find we have expended 
up to date on the National Transcontinental Railway, that is 
on the eastern division which the government are constructing, 
the following sums :— 


Year. Amount. 
CO a pas eae oot) Ae ern Sieh ae wees 6,249 40 
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Making a total up to the date of the last public accounts, 
of $8,163,878.13.° If to this we add the estimate for the 
current year, of $17,748,600, we find that at the close of the 
present fiscal year on the 31st of March we shall have spent 
within a few dollars of $26,000,000 on the National Transcon- 
tinental Railway. 


Mr. TAYLOR. I thought my hon. friend was going to 
build it for $13,000,000. 


Mr. FIELDING. That was one of my hon. friend’s 
dreams; if I wished to be more accurate and more just I would 
use a harsher word. The total expenditure on the Transcon- 
tinental Railway up to the 31st of March, to be exact, according 


to the actual outlay at the end of last March, and the estimated 
outlay this year, will be $25,912,478.13. 
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SUBSIDIES TO PROVINCES. 


In considering the question of our increased expenditn~*s 
it is well to bear in mind that by the amendment of the British 
North America Act we are now paying to the provincial goy- 
ernments very much larger allowances than were paid in former 
years. Provincial subsidies have hitherto amounted to 
$6,745,133 per annum, but under the recent amendment to the 
British North America Act these provincial subsidies now 
call for $9,032,774, an increase for that item alone of 
$2,287,641. That, of course, will stand in the general state- 
ment of expenditure of this government, but it is to be remem- 
bered that it is money which this government does not expend 
at all but turns over to the provincial governments of the 
country to administer it as they think best, and, I have no 
doubt, for the development of their respective provinces. 


TRADE OF 1907-8. 


The trade returns for the eleven months which have passed 
are by no means discouraging. The total imports for eleven 
months to February 28, 1907, were $308,264,306; for the 
corresponding eleven months to February 29, 1908, the imports 
were $341,175,095. 


Mr. FOSTER. Are these imports for home consumption ? 


Mr. FIELDING. These are the total imports. The total 
exports for the eleven months of 1907 were $266,076,601; for 
the eleven months of 1908 they were $261,434,521. It will 
be seen from this statement that the imports have somewhat 
increased and that the exports show a slight decrease, but on 
the whole the statement of the trade up to the present time is 
by no means discouraging, although I quite realize that we are 
now at the stage when there must be some falling off in our 
revenue. 


FISCAL YEAR 1908-9. 


Turning now to the fiscal year 1908-1909, upon which we 
shall soon enter, I think I am correct when I say that the 
general feeling of our business men is one of hopeful confidence 
united with much caution. We are just emerging from a period 
of world-wide financial stringency. Financial systems and 
institutions of all countries have been severely tried. It 
should be a gratification to us all that none have stood the test 
better than those of Canada. Jn the single case in which one 
of our banks became embarrassed, sister institutions promptly 
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took over its affairs and its business went on without the 
slightest hitch so far as the public interests were concerned. 
One of the conditions which accentuated the difficulties in the 
neighbouring republic was, fortunately, unknown here. I 
refer to what is called the hoarding of money. In the United 
States men lost faith in financial institutions and withdrew 
their money and locked it up. Happily nothing of the kind 
occurred in Canada. There was a justifiable confidence in 
our banking institutions. Where money was withdrawn it 
was not to be hoarded, but to be applied to investment or other 
useful purposes. The curtailment of credit naturally produced 
some embarrassments. But even out of this condition good 
may come. There was danger that the rapid expansion might 
lead to overtrading and imprudent ventures. It is as well, 
perhaps, that all concerned should be warned against such 
things. Business has received a check but I do not look for a 
continued period of depression. Conditions should improve 
in the early summer, and if we are blessed with a season of 
good crops confidence will be fully restored. 

On the part of the government it is a time for caution, 
and yet a time for courage. Large new enterprises, which 
would call for great outlay, may well be laid aside for a little 
while. But the works which we already have in hand, and 
perhaps other works not calling for heavy outlay, must not 
be neglected. Particularly must we not fail to push forward 
the great enterprise of the Transcontinental Railway. We 
have reached a stage in that enterprise which calls for heavy 
expenditure, yet we feel it our duty to urge upon the commis- 
sioners the vigorous prosecution of the work so that the new 
road may be completed at the earliest possible date. 

The main estimates for the year, already in the possession 
of the House, propose to appropriate on account of consoli- 
dated fund $76,871,471, and for capital account, $42,365,620. 

Supplementary estimates will come in due course and add 
considerably to these appropriations. It must be remembered, 
however, that the estimates do not usually by any means repre- 
sent the actual expenditure. A considerable portion of the ap- 
propriations of every year remains unexpended and the works 
concerned are provided for in the following year. 

As to the probable revenue for the coming year I would 
wish to speak with caution. The monetary stringency is pro- 
ducing a curtailment of imports. Some of my hearers will not 
regard that as a misfortune. I anticipate a falling off in our 
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revenue in the early part of the new year. I am hopeful that 
later on the loss will, to a considerable extent, be made up and 
that in the end we shall find the revenue fairly satisfactory. 
I am estimating a revenue of $96,500,000, for the year soon 
to close. I do not feel justified in expecting so large a revenue 
for the coming year. Probably it will be more likely to fall 
below $90,000,000 than rise above it. Such a revenue would 
enable us to retain our strong financial position. We should 
have to be content with a reduction of the surplus. But I 
would expect the revenue to enable us to provide for all our 
consolidated fund expenditure and something as well by way 
of surplus. For our capital expenditure, or a considerable 
part of it, we shall undoubtedly have to add to our public debt. 
But, as I have often pointed out, it is unreasonable to expect 
that in a country like Canada we can carry on our work of 
development without occasional additions to that debt. If 
we have to add in the coming year to our debt account, it will 
not be for ordinary expenditure, but for our work on capital 
account, and particularly for our great work of the Transcon- 
tinental Railway. For that work alone we are asking an 
appropriation of $30,000,000 for the coming year. 


Mr. R. L. BORDEN. May I ask the hon. minister if 
he has an estimate of the total cost of the eastern division of 
the road ? 


Mr. FIELDING. No. Estimates were made in the 
earlier discussion, but I have not had them revised of late. 


Mr. E. D. SMITH. Would the hon. minister say at what 
he estimates the total expenditure? He mentioned $30,000,- 
000 for the Transcontinental Railway. 


Mr. FIELDING. I have not spoken particularly of the 
capital expenditure for the current year, except for the Trans- 
continental Railway. 

Mr. FOSTER. How much is that? 


Mr. FIELDING. Thirty millions is what we are asking 
for. Of course, the estimates of all the capital expenditure are 
before the House, but I have referred to this item particularly, 
which is a large one, and which seriously affects our finances. 


LOANS. 


In regard to the general question of loans, always a matter 
of interest, we have been exceptionally fortunate in not being 
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required to go very often to the money market. Our large 
surpluses have from time to time enabled us to meet. payments 
which under ordinary conditions would have necessitated the 
borrowing of money. We have from time to time borrowed 
money temporarily on treasury bills, but as I have already 
pointed out we have added very little to the public debt. Now 
that we are in the midst of our Transcontinental Railway 
expenditure it is, of course, to be expected that we must go 
more frequently to the money market. Besides, we have 
reached a period in which we have to provide for very con- 
siderable maturing loans which have to be renewed, and this 
will necessitate our turning to the money market. Some 
have already been provided for and others are the subject of 
careful consideration and observation of the money market. 
In the last eight months we have borrowed over $31,000,000 
in the London and Paris markets. This money, obtained at 
a time of financial stringency, was obtained, on the whole, on. 
favourable terms. Some portion was obtained on treasury 
bills, some on short term loans, and some, as in a recent case, 
on a long term loan. 


MATURED LIABILITIES. 


On the 1st May, 1907, there fell due in London £1,831,- 
398 1s. 5d. This represented a portion of the 4 per cent loan 
originally issued in 1874, which matured on the 1st May, 
1904, and which was extended for three years from that date. 
On the Ist May; 1907, it was extended for a further period of 
four years to the Ist May, 1911, at the same rate of interest 
and with the same option to that offered to the holders in 
1904, namely, the option of conversion into 3 per cent stock 
due 1938; the basis of conversion being £105 of threes for 
each £100 of fours, the option to expire on the 1st April, 1910. 

This option was availed of to some extent by those who 
extended their holdings in 1904. The extension in 1904 
amounted to £2,500,000. The balance between that and the 
amount extended in 1907 represents the conversion into 
1938 stock. 

On the 1st December, 1906, $500,000 34 per cent Cana- 
dian currency debentures matured and were paid off at 
Ottawa on presentation. These debentures were originally 
issued on the 1st December, 1891. 
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TEMPORARY BORROWING. 


To provide for expenditure in connection with the Trans- 
continental Railway and other expenditures which could not 
be met out of the revenue, a temporary loan of £500,000 was 
made on treasury bills on the 17th August, 1907, for one year 
~ at the rate of 44 per cent. 

In December a short term loan for £1,500,000, to fall due 
1st October, 1912, and bearing 4 per cent interest, was negoti- 
ated; and on the 24th January a further temporary loan of 
£1,000,000 on treasury bills was made for one year at 44 per 
cent. 

On the 6th February, 1907, a further temporary loan on 
the security of treasury bills was negotiated for $2,000,000 
at the rate of 4 per cent for one year, one million of which 
was discounted by the Banque de Paris et des Pays Bas and 
the other million by the Crédit Foncier Franco-Canadien. It 
was felt that at the time these temporary loans were made it 
would not be in the public interest, on account of the unsatis- 
factory state of the money market and the high rates of inter- 
est prevailing, to make a loan of a more permanent character. 
Conditions, however, have recently improved, and as on the 
Ist April, 1908, the Intercolonial guaranteed 4 per cent loan 
of £1,500,000 matures, it was thought advisable in providing 
for this at the same time to provide a further amount of 
£1,500,000, or £3,000,000 in all, the rate of interest being 
33 per cent. This loan is redeemable on the 1st July, 1950, 
with the option to the government to redeem at par on or 
after the 1st July, 1930, on giving six months’ notice. Holders 
of the £1,500,000 4 per cent guaranteed Intercolonial Railway 
bonds maturing the 1st April, 1908, were given the option of 
exchanging their bonds for an equivalent nominal amount of 
this stock. The issue price of the loan was par and the amount 
was over-subscribed. Holders to the amount of £1,123,000 of 
the bonds maturing 1st April, 1908, exchanged for bonds of 
an equal nominal amount of the new loan. 

To sum up, the following amounts have been borrowed 
temporarily since 17th August:— 


‘Dreasuity,#ip1ll saaeree eee re ey eee . £1,500,000 = $7,300,000 
Shortatenmnaly| oan see eens °1,500,000= 7,300,000 
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In all .. .. .. «$16,600,000 
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A very interesting feature to which I wish to call the atten- 
tion of the House is that the people over there who invest in 
Canadian securities seem to be fond of their Canadian invest- 
ments and stay with them, and so when they are offered an 
opportunity of exchanging an expiring loan for a new one, 
in a great many instances they have come forward and simply 
continued their investment with Canada. 


EARLY MATURING LIABILITIES. 


On the 1st November, 1908, a 4 per cent loan of 1878-9 
of £4,500,000 falls due. The amount of sinking fund of the 
loan is £1,128,014. This is a large obligation to be met, and 
due regard must be had to it in arranging our financial affairs. 
It is hoped that the summer will see still more improvement 
in the market conditions. Such arrangements will be made 
to meet the obligation as will be considered best in the public 


interest. 


Mr. FOSTER. The minister has not said anything about 
the overdraft, I think about £300,000 which he mentioned 
earlier and which was paying Bank of England rate. 


Mr. FIELDING. I mentioned in an earlier discussion 
this session that there was an overdraft upon our financial 
agents in London, and the arrangements which have been 
standing for some time have been that the bank charges us on 
overdrafts the current Bank of England rate. It so happened 
that an overdraft occurred at a time when the bank rate stood 
remarkably high—higher than for the previous thirty years— 
the rate being 7 per cent. According to the letter of the under- 
standing the bank might have required 7 per cent, but as the 
result of negotiations between the bank and myself the rate 
was fixed at 6 per cent for the short time during which the 
overdraft existed. The overdraft has since been paid off and 
it does not now form any part of our indebtedness. 


THE QUEBEC BRIDGE. 

I shall say a word now with regard to certain financial 
transactions between the government and the Quebec Bridge 
Company. 

Tt will be remembered that last session the government 
took authority to advance money to the bridge company. The 
government had previously obtained from parliament authority 
to issue a guarantee of bonds to assist the bridge 


company. These bonds were prepared with a view to 
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being sold in the money market. The money market con- 
ditions proving unfavourable the bonds were not sold, but 
were used as a basis on which the company could raise money 
from the banks, and the money to carry on the bridge work 
for some considerable time was raised in that way. 

It became apparent to the government that we would 
probably have to take over the bridge. Although no Act to 
that effect has ever passed we have the power in our legis- 
lation to take over the bridge provided parliament shall 
authorize it. That is to say, as between the government and 
the bridge company we have the right to take over the bridge, 
but we can only take it over when authorized by parliament. 
I think the general tendency of discussion has been towards 
the taking over of the bridge. Now, it appeared to us in that 
view, if these bonds had to be sold in an unfavourable money 
market at a sacrifice we might be obliged to buy them back in 
a few years at par, and we thought that in view of the shape 
the bridge question was taking it was better that these bonds 
should not be issued and that the company should arrange in 
some other way. Accordingly at the last session of parliament 
we obtained authority to advance to the bridge company the 
amount required, in the same way that we advance it to the 
Montreal Harbour Commission, taking over the bonds of the 
corporation and holding them as against the loans. We were 
proceeding to take action under that authority with a view 
of advancing the money to the company, and thus enabling 
them to close their transactions with the bank, when just at 
that particular stage the bridge disaster occurred, and for the 
time being further action was suspended. However, the rea- 
sons which prompted the presenting of the legislation last 
session still continue. We all recognize the fact that the Widge 
has to be completed and the general indications are that the 
government will have to take the enterprise over. How they 
may manage it and handle it is a question that has yet to be 
dealt with. At all events, with the fair presumption that the 
government will have to take the bridge over, it seems to me 
that the reasons still hold good that we should not allow these 
bonds to be sold in the market at a sacrifice. .We have, there- 
fore, determined to carry out the legislation of last session. 
We have recently advanced $2,000,000 to the bridge company 
to enable it to pay a part of its indebtedness to the bank. We 
are arranging to carry out the Act of last year to the fullest 
extent by giving them as soon as it can be arranged the balance 
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of the money required. The bonds will then be entirely re- 
leased; the bank will not any longer have any claim upon 
them; they will rest in the vaults of the government and the 
debt will become a debt to the government just as the debt of 
the Montreal Harbour Commission. 


Mr. FOSTER. What is the claim of the bank? 


Mr. FIELDING. The amount advanced by the bank was 
$5,061,453, to which some interest of course has to be added. 
We have recently advanced to the company $2,000,000 and 
we shall in a short time arrange to pay them the balance. 


Mr. R. L. BORDEN, Will the hon. gentleman be good 
enough to say how much the country will have put into the 
bridge when that transaction will have been consummated in 
the way he has just mentioned ? 


Mr. FIELDING. I am afraid I cannot give a definite 
answer. We appropriated a subsidy, a part of which was paid, 
but when the Guarantee Act was passed, if I recollect aright, 
we cancelled the balance. The money actually paid in, as I 
have described the transaction, will be $5,016,000, with 
interest, plus that portion of the subsidy which was originally 
paid, but the amount of which I cannot state. 


Mr. MILLER. $374,353. 


Mr. FIELDING. I know there was $1,000,000 voted, a 
portion of which was paid, and the rest was cancelled by the 
guarantee. I think my hon. friend asked about the rate of 
interest. The rate of interest arranged by the bridge company 
with the bank, I understood, was 44 per cent. 


Mr. BRISTOL. Was there not some agreement between 
the Bank of Montreal, the government and the bridge coupany 
whereby 5 per cent was to be paid ? 


Mr. FIELDING. I do not think so. It may be that the 
bridge company agreed to pay that rate, and if so I do not 
think the government objected. I do not recollect any special 
agreement about it. 


Mr. FOSTER. Does the Minister know whether the bridge 
company has any outstanding debts other than the bank advan- 
ces ? 

Mr. FIELDING. I have not given the matter close atten- 


tion lately and am not able to answer definitely, but I under- 
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stand that all the funds for the purpose of the bridge have been 
obtained from the Bank of Montreal and are included in this 
debt. There may be amounts of which I have no knowledge. 


Mr. AMES. In the amount of $30,000,000 which the 
minister says will be required for the Transcontinental Rail- 


way for the coming year, does he include the amount required 
for the bridge ? 


Mr. FIELDING. No. The Quebec bridge, while it has 
a relation to the Transcontinental Railway, is for this purpose 
treated separately. 


Mr. R. L. BORDEN. Has the government any estimate 
of the additional expenditure required to complete the Quebee 
bridge ? 


Mr. FIELDING. No, that is a branch of the subject to 
which I have not given my attention. I am only explaining 
our financial transactions. That will come under the Depart- 
ment of Railways and Canals. 


STATISTICS OF CANADA’S PROGRESS. 


On one or two occasions in previous years I have presented 
to the House diagrams illustrative of the progress of Canada. 
I have had similar diagrams prepared for the current year, 
and they will be distributed in due course. I will present, 
however, figures which will show at a glance the great progress 
Canada has made in a comparatively few years. I take 
statistics illustrating thirty years of the progress of Canada: 


TOTAL TRADE. 


Yearvended June 30, 1877.. 2, 62) ee -» » 175,208,355 
188 7ieiy te ee EN he eS, 202,408,047 
Le Ore rac, ten hing ar eh ee ae 257,168,862 
MWS 38 co Ga Oo 00 secon. conaleelaene 
TOTAL IMPoRTS. : 
Year ended June 30, 1877.. .. Bd AOU ao DO ae 4G ace AND 
13887 i eee ree ee ee 112,892,236 
BO ive Nee eye RRS ae 119,218,609 
LOO Tice Mere ee tae ie rae 359,793,278 
TOTAL EXPORTS. 
Year ended June 30, 1877.. .. BH CORCo Ing Gonon ce runevaree 
TSS 7Re ee ee rane Om Obra bo co tsi 
URNS MORE On BA eee Oe 137,950,253 
LOO (cea Ree eee ee me -. 258,171,674 
TOTAL TRADE WITH GREAT BRITAIN. 
Year ended June 30, 18 7( career ene ee eee ..$ 74,823,292 
10875 gece ee eee ma ele) O0,400,681 
1897S ae a ee ae 98,935,040 


LOOT. ie gree Ve aioe re aeciseagee paeaN 208,745,193 
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RAILWAY TRAFFIC—TONS CARRIED. 


Yaar anded: dunesB0 518775 har cae oss asl wee sortect Oona. 296 
TReGa coe ce his eee eee ra mel. S00; 500 
1807 tae) ak See Pit 22800, 881 
1907s 0 ceo. oo kee sot wei ean HOsObU, Low 
BANK DISCOUNTS. 
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DEPOSITS BY THE PEOPLE IN THE CHARTERED BANKS. } 
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DEPOSITS IN THE POST OFFICE AND GOVERNMENT SAVINGS BANKS. 
Vonr andodsiame SO, Terie a aaues) core oe seme opi SCU;000 
BSSTOR oe A ace re nS a2, 210 
ASOT At eo ee eEe Oc osc omel 
TOR See ee. oe wa, ee) G1,403 641 


GOVERNMENT AID IN MOVING WESTERN GRAIN CROP. 


I think, Sir, I should avail myself of this opportunity to 
give to the House some explanation of the action of the govern- 
ment in connection with what was called the moving of the 
crops last autumn. I shall find it necessary to present to the 
House a Bill in a day or two, and before that Bill comes down 
I shall see that all the papers in connection with the matter 
are laid on the table, so that hon. gentlemen, before being 
asked to deal with the Bill, will have all the information before 
them. In the meantime, I may state briefly the history of 
the transaction. The money stringency, which was general, 
was particularly severe in our western country. That was 
natural, for the autumn is its period of greatest activity. At 
that season very much depends on the arrangements for the 
moving of the crops to the sea-board. At the beginning of 
November urgent representations were made to the goveri. nent 
that the fiscal arrangements which could be made with the 
banks were insufficient to provide the means for handling the 
crops. We were informed that the ordinary lines of credit 
granted by the banks had either been exhausted or were too 
limited to meet the emergency. The condition of the crop was 
another feature to which our attention was called. Unfortun- 
ately, a considerable portion of the crop of last season was 
touched by frost, and its condition, we were advised, was such 
that it could hardly be carried over the winter with safety. 
For that and various reasons it seemed to be important that 
the crops should be moved, and we were asked to devise some 
means of granting aid. Mr. Gladstone, or Lord Beaconsfield, 
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on one occasion, when told that something must be done, said 
that evidently the party who said so did not know what ought 
to be done. I suppose that those who began this movement 
had no very clear idea of the form in which relief should be 
granted. I must do the banks the justice, if justice it be, to 
say that they were not the movers in the matter; they did not 
initiate the demand for aid. Indeed, it is fair to them to say 
that when the maiter was first mooted, some of our best bankers 
were inclined to think that there was no need of further aid— 
that the banking facilities of the country were sufficient to 
meet all the requirements. However, representations continued 
to come to us in such form as demanded consideration. One 
of the first communications the government received on the 
subject was from one of our trusted officers in the N orthwest, 
the warehouse commissioner, Mr. Castle, a gentleman in every 
way capable of advising what was the need of the situation. 
We summoned Mr. Castle to Ottawa and had the benefit of 
his knowledge and advice. The council of the Winnipeg 
Board of Trade urged upon us the necessity of taking action; 
the Manitoba Grain Growers’ Association urged that we should 
take action; in many ways representations were made to us 
that it was really necessary that something should be done and 
done quickly. The season of navigation was about to close. 
Very much depends upon what may be done within ‘the last 
two or three weeks in moving a crop when it has to be moved 
almost wholly by water—for only a limited quantity of this 
crop is moved all-rail. We came to the conclusion that the 
subject was one that we could not afford to set aside. Our 
bankers, who at first were very dubious about it and thought 
it not necessary, modified their views, and advised the govern- 
ment that some such action ag proposed should be taken. 
The conclusion of the whole matter was that we decided that 
we would aid such of the banks as were engaged in the grain 
trade, and might wish to avail themselves of the assistance, 
with loans not to exceed in the aggregate $10,000,000. When 
this matter was first announced, the banks, as I say, did not 
look upon it with too much favour, and were slow to take 
advantage of it. We had proposed that the rate of interest 
to be paid to the government for this loan should be 6 and 7 
per cent. These are, undoubtedly, high rates of interest, but 
they were no higher than the Bank of England rate at that 
time, for it was then 7 per cent. So we decided to authorize 
the advance of this money to the banks on condition that they 
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should repay it within a short time at the rates of interest 
stated, and should put up securities for the loan, which were 
to be submitted to a committee of banking experts whom I 
named for that purpose. The gentlemen whom I named were: 
Mr. Clouston, of the Bank of Montreal; Mr. Thomas Fyshe, 
former manager of the Merchants’ Bank; and Mr. J. M. 
Courtney, ex-deputy Minister of Finance. 

In a short time, an intimation was given to us that the 
banks were hardly willing to utilize the order in council under 
the proposed conditions. They said that the rates of interest 
were so high as to give them no profit. Much of the explan- 
ation was given me in conversation, of course, because banks 
do not like to put themselves on record in these things. It 
was intimated also that they were unwilling to put up secur- 
ities in the hands of the government, as it would expose their 
business affairs to the inspection of the government. Therefore, 
it seemed that there was some doubt whether the banks would 
avail themselves fully of the aid we desired to give. The move- 
ment we had in view could only be made successful through 
ihe co-operation of the banks, so when we found hesitation on 
their part, we thought we should try to meet their objection. 
Some, proud of the strength of our banking institutions, were 
inclined to think that if a bank accepted aid of this kind from 
the government it would be a reflection on that bank. That 
was a mistaken view, of course; but still I know that there 
was hesitation on that account. Therefore, we decided to 
modify our arrangement, and let the banks have the money, 
if they wished to take it, at a lower rate of interest. Under 
the new arrangement, we allowed the Bank of Montreal to 
deal directly with the banks, the Bank of Montreal acting as 
our agent. They were to arrange matters with the banks and 
collect a rate of interest not less than 4 per cent. That was 
ultimately agreed upon as meaning 4 per cent for sixty days; 
5 per cent for a second sixty days, and 6 per cent if payment 
was delayed longer. The object was to get quick returns, as 
this was an exceptional transaction. 

T am inclined to think that if we had done nothing more 
than announce the intention to grant this aid much help would 
have been given, by that simple act, to the West. I have the 
opinion of eminent bankers who have told me that, as soon as 
it was announced that the government intended to provide 
relief for the situation, confidence in the west was restored, that 
bankers who had been curtailing their credits took a more 
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generous view of the situation, and things began to improve. 
It has been stated in the public press that nothing was done 
under this arrangement, that the government did not give any 
money to the banks, or the banks to the people; that the whole 
thing was a misunderstanding—and I am afraid that some- 
times even harder words were used. But I am glad to be able 
to say to the House that much was done under the arrange- 
ment. We found, after we had reduced the rates of interest 
in the manner I have described, that the banks did take the 
funds thus offered to them by the government to the extent of 
$5,315,000. Nearly all of this money has now been returned. 
At this moment about $965,000 remains outstanding, and 
there can be no question that the balance will be promptly 
paid. What threatened to be a serious crisis in the financial 
situation of the west was averted, confidence was restored, the 
stiuation was improved, and the interests of the government 
were protected at every point. 

Now came the question how we could provide this 
money. We do not have $10,000,000 always lying idle in the 
treasury of Canada; and, at a moment when the Bank of Eng- 
land rate was 7 per cent, it was not easy to borrow money 
quickly—and this was a transaction which required prompt 
handling. 


Mr. FOSTER. When did the Bank of England raise its 
rate to 7? 


Mr. FIELDING. Early in November. It was 7 per 
cent when this transaction occurred. I am sure of that, for it 
was the basis of cur proceedings. It was raised to 7 in Novem- 
ber, and continued until January, if my recollection serves 
me well. There had been no such banking rate for thirty-four 
years, that is, the last experience of such a rate had been in 
the year 1873. It was obvious that, if the government 
attempted to borrow this money hurriedly in England, it might 
not be able to borrow it at all, for, in the existing state of the 
market, it was not a question of credit but of being able to 
secure the money on any terms. And, even though we could 
borrow, the borrowing might have a bad effect upon the general 
credit of Canada for a long time. It seemed a case where the 
government might be justified in impairing to a small extent 
the reserves held against the redemption of Dominion notes. 
Any part of the $10,000,000 required could be furnished in 
the shape of Dominion notes, which we should issue in the 
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usual way; but the issue of that amount of notes would carry 
us to a figure beyond our gold reserve. Though I speak of 
our gold reserve, it is not, in Canada, entirely gold, but is in 
part imperial guaranteed debentures; but I treat the two as 
one. We found that it was necessary, if we would provide this 
money promptly, in some degree to affect the position of our 
reserve. We decided to accept from the borrowing banks the 
securities they were able to give us, plus the guarantee of the 
Bank of Montreal—that is, the Bank of Montreal not only 
acted as our agent, but we required them to guarantee the: 
whole transaction—so as I say, we agreed to accept these secur- 
ities, plus the guarantee of the Bank of Montreal as equivalent 
to the guaranteed debentures which we hold in our reserve fund 
and against which our notes are issued. It was a technical 
departure from our Dominion Notes Act which will require 
the ratification and approval of this parliament. But I think 
I will be justified in saying that if ever there was an occasion 
when the government might put a strain upon that question 
of their reserve, it was in the condition of affairs then 
existing and for the purpose which I have indicated. The 
highest point reached by the circulation was on December 31, 
when it was $62,623,628. This included the extra issue. 
But for this extra issue, the circulation would have been $57,- 
500,000 and the reserve of gold and guaranteed debentures held 
against this would have been equal to 61 ner cent. The 
effect of the issue was to reduce our percentage of reserve to 
56 per cent, a difference of 5 per cent. For this 5 per cent 
reduction in our reserve we had the securities put up by all 
the banks to which the money was advanced, and we had, in 
addition to that, the guarantee of the Bank of Montreal. 
Thus I think it will be found that while there was a technical 
departure from the law governing our Dominion notes, which 
calls for ratification by the parliament of Canada if parlia- 
ment shall so approve, still the occasion was a very exceptional 
one and one upon which we were justified in adopting excep- 
tional methods. Even putting aside the securities to which I 
have referred, we still had, at the worst point, a reserve of 56 
per cent of our total issue, which most financiers will say is a 
very strong position. 

Mr. FOSTER. What is the date of these advances, when 
the loans were made ? 

Mr. FIELDING. The order in council was passed on 
November 12, and the advances followed on towards the latter 
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part of November. I could not give the dates but I shall see 
that, in the papers brought down, the dates are given. 


CHARTERED BANKS AND EMERGENCY CIRCULATION. 


The experience that we have had, the difficulties of the past 
season, must suggest to us all, particularly to those from the 
West, that there is some need of greater elasticity of our cur- 
rency so that we may be able to meet a difficulty of this kind 
in the future, without even a technical violation of our currency 
laws. J think the best form in which we can do that is by 
extending the powers of the banks with respect to the issue 
of their circulation. I think it well to state at once my view 
in that matter, and this statement will be followed in due 
course by a Bill amending the Bank Act. It seems to me to 
be the part of wisdom for the government to authorize the 
banks to issue what, for convenience, may be called an ‘ emer- 
gency currency,’ (using an expression frequently employed in 
the United States) to allow the banks to issue for a limited 
time, during the crop movement, the season of emergency, 
currency to the extent of 15 per cent of their combined paid- 
up capital and rest or reserve, these taken together measuring 
the strength and stability of a bank. I propose in a Bill which 
it is my intention to introduce to authorize the banks during 
the emergency period of crop movement, which would be 
defined, beginning probably in October and ending after the 
turn of the year, to issue circulation to the extent of 15 per 
cent of their combined reserve and paid-up capital. 


Mr. PRINGLE. Will the minister then increase the 
deposit which the bank will be required to put up to protect 
the note holder ? 


Mr. FIELDING. Oh, yes, certainly. Mor every note 
a bank issues, it must put up proper deposit in the guarantee 
fund. 

It may be thought that we would get the necessary addi- 
tional currency by an increase of the bank capital. That is a 
very desirable form of increase, and if we could rely upon the 
increase of the bank capital perhaps the other method would 
not be called for. Our bank capital has increased to a consid- 
erable extent, as will be seen by these figures for five year 
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This indicates a very considerable increase in the-banking 
capital of the country; but in proportion to the increase in the 
trade of Canada the increase of the banking capital has not 
been large. Our home trade has largely increased as we know, 
Lut we have not statistics which will accurately measure that 
trade. Our foreign trade, for which we have accurate statis- 
ties, has enormously increased. In 1895 our foreign trade 
was $224,000,000 and in 1907 it was $617,000,000. Thus 
the trade of the country has enormously increased while the 
banking capital has, relatively, increased in a less degree. 

The explanation of that of course is that the savings of the 
people in the way of deposits have furnished the money that 
has enabled the banks to handle this very large business. But 
the savings of the people, large and generous as they have been, 
are proving insuflicient now to handle the business, and I 
think, in view of the fact that the banking capital has increas- 
ed so slowly, we must look for help in the form which I have 
suggested. It is well to remember that the increase of bank 
capital may bring with it embarrassment as well as aid. Our 
banking capital is owned in Canada, very largely. 

Mr. W. F. MACLEAN. Why should it not be owned 


very largely abroad ? 
Mr. FIELDING. That is another question. 


Mr. W. F. MACLEAN. That should be the object of 
legislation. 


Mr. FIELDING. Our banking capital is largely owned 
in Canada, a small percentage being owned abroad. The 
people in Canada who own the banking capital will probably 
find their surplus moneys locked up at the present time in 
various forms, they may be in bank deposits or in business 
enterprises; to call upon them to put up new capital might 
simply mean the transferring of money from one form of 
investment to another and this might be a cause of embarrass- 
ment to the shareholders, who might not be able to comply 
with the demand for increased capital. Of course if we could 
sell the bank shares abroad, as has been done in some cases, 
and bring in new capital, that would be the better condition, 
but then we have no guarantee that that can be done. While 
we have something to hope from the enlargement of the bank 
capital, because some large banks have already made appiisa 
tion for tie necessary authority and will undoubtedly increase 
their capital, I do not think we are justified in the belief that 
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even with this increased capital we shall get enough money to 
handle the immensly inereasing business of Canada. We 
therefore propose as a reserve fund, if I may so call it, to 
allow the banks to have this power of issuing a special circul- 
ation to the extent and on the basis I have mentioned. 


Mr. W. F. MACLEAN. How much would that be on the 
present capital of the banks ? 


Mr. FIELDING. The total paid-up capital is $96,057,255. 
The total rest or reserve is $71,071,984. These two items 
combined, the capital paid-up and the rest or reserve, make 
$167,129,239. Fifteen per cent of this would amount to 
$25,069,385. It is fair to say, however, that all the banks 
would not avail themselves of that privilege. Some of the 
banks are engaged in lines of business which move regularly 
and smoothly and probably they would not desire to engage in 
this crop movement business which ealls for expansion. How- 
ever that may be, it will be seen that the addition to the circul- 
ation last autumn of five or six million dollars was a great 
help and enabled us to tide over what would otherwise have 
been perhaps a serious difficulty in the west. We think that 
if we give the banks the power to issue this circulation we 
shall be doing something to meet a difficulty which has existed 
and which we may expect to exist in a less degree in the future. 
I do not expect that such a severe condition as that of last fall 
will occur very soon again. Our object in this is not to give 
the banks additional privileges, but additional means of meet- 
ing the country’s demands, and we propose that on this extra 
circulation which they are to be allowed to issue they shall pay 
a tax to the government not to exceed 5 per cent. If banks 
are to handle the business—banks as a rule are not benevolent 
enterprises—they will expect a reasonable profit. They could 
afford to pay the government 5 per cent, in some conditions 4 
per cent, if the market is favourable, and then lend the money 
to their customers at ordinary business rates. However, we 
do not feel that we should grant them this privilege for noth- 
ing, and we require them to pay a tax to the government not 
to exceed 5 per cent upon the circulation which is thus to be 
issued. 

CHANGES IN EXCISE LAWS—TOBACCO. 


We propose to make some important changes in the excise 
laws, but they are not intended to affect the revenue. We 
propose to readjust the taxation on tobacco. There is a well 
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known expression: Readjustment without increase. This, I 
think, is entirely a case of that kind. At all events, we do 
not aim at increase; we aim to so readjust the tobacco duties 
as to meet the conditions which have arisen, but without adding 
anything to the burden of taxation. The first object of the 
change will be to establish a uniform rate of licenses for 
tobacco manufacturers instead of the varying rates which now 
exist. The second object will be to earry a larger part of the 
burden of taxation on the raw leaf as it is introduced into the 
manufacture of tobacco; and the third purpose is to establish 
a uniform stamp for cigars. The resolutions bearing on that 
subject will be introduced by my hon. friend the Minister of 
Inland Revenue, and I shall lay them on the table at the 
conclusion of my remarks. But I may present at once a 
summary of the changes proposed. It will be observed that 
sgme of them seem to be very important, but they work out so 
as to leave the burden of taxation substantially as it is to-day: 
MEMORANDUM ON TOBACCO DUTIES—EXCISE. 


Present Proposed 
Rates. Rates. 


$ cts. $ cts. 
Chewing and smoking tobacco from im- 


ported leaf .. per lb. 25 5 
Manufactured tobacco from vate leaf, 
per Ib. 5 5 
Snuff containing not more than 40 per 
cent of moisture .. .. cole eperelb. 25 5 


Moist snuff containing over 40 per cent 
moisture, in packages of less than five 


pounds .. te DOr =D: 25 5 
The same, in packages. of five pounds and 
over.. .. per lb. 18 5 
Cigars from ‘imported ‘leaf. per. Gesaad 6 00 2 00 
Cigars from native tobacco..per thousand 3 00 2 00 
Cigars in packages of less than ten each, 
per thousand 7 00 3 00 


Cigarettes from domestic leaf weighing 

not more than three pounds per thou- 
sand . .. ..per thousand 1 50 2 40 

Cigarettes ‘from foreign leaf, weighing not 

more than three pounds per thousand, 
per thousand 3 00 2 40 

Cigarettes from either foreign or native 

leaf, weighing more than three pounds 


per thousand... .. .. .. ..per thousand 8 00 7 00 
Foreign leaf tobacco, “‘unstemmed. -per lb. 10 28 
Foreign leaf tobacco, stemmed....per lb. 14 42 


It is not intended that this aes of rates shall take effect 
immediately. It will be necessary for the department to equip 
itself with a quantity of new stamps to meet the new conditions; 
and in the resolutions I shall present it will be proposed that 
these rates shall take effect and go into operation by proclam- 
ation of the Governor in Council. As it is not intended that 
the burden of taxation shall be in any respect varied, it is 
thought that there will be no disadvantage in pursuing that 
course. 
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Mr. W. F. MACLEAN. Is there any change in the spirit 
duties ? 


Mr. FIELDING. No. 


Mr. FOSTER. The minister has read us what he proposes 
as the rates, but he has not given us any reason for the changes. 


Mr. FIELDING. I said the reasons were, first, a desire 
to have a uniform license instead of a varying license; in the 
second place, a desire to have a uniform stamp rather than 
the varying stamps they now use in the cigar trade; in the 
third place, the desire is to have the tax on the raw leaf rather 
than on the manufactured article. The taxation will be 
collected on the raw leaf to a larger extent than it is at present. 
This, we think, will be a convenience to the department, and 
it is in accordance with the wish of a large proportion of the 
people interested in the tobacco trade. However, I will put 
the resolutions in full on the table, they will appear on the 
Order Paper, and my hon. friend the Minister of Inland 
Jtevenue will deal with them at a later stage. 


NO TARIFF CHANGES. 


Coming now, in conclusion, to the question of the customs 
tariff, I have to say that we do not propose to make any changes 
in it at present. We made a revision of the tariff a year ago, 
and while I do not imagine that it is a perfect instrument, we 
think that on the whole it has worked well and is well adapted 
to the requirements of the country. Some industries have 
made representations that things are not quite as well in their 
line as they would like to have them, and they would be glad to 
have some change. I do not suppose that we shall ever reach 
a time when there will not be some persons who think that 
there should be a change, that present conditions are not all 
they wish. There is always a disposition to feel that when 
any business difficulty arises the proper remedy is to be found 
in a higher tariff. One would think that what is occurring 
across the line to the south of us would go far to dispel that 
old-time heresy. Over there they have the benefit, if it be a 
benefit, of a much higher tariff than we have in Canada. We 
know that the conditions of business over there during the past 
few months have been very much worse than they have been 
with us. However that may be, we think that the Canadian 
tariff is in a pretty fair condition, and we think that those who 
have made representations to us with a view to a change—in 
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some respects, possibly not in all—will find that as general 
business improves, as we think it will in a short time, their 
disadvantages will disappear and their industry will have all 
the encouragement that it reasonably requires. 

One deputation came to us at the eleventh hour. Yester- 
day we were waited upon by a deputation of quite a number 
of gentlemen largely interested in the production of pork, who 
complained to us that the peculiar conditions existing ‘at the 
present time in relation to their trade placed them at a disad- 
vantage. They seemed to think that to some extent at least, 
that disadvantage arcse from an evasion of the customs laws 
as respects the importation of foreign pork; and they seemed 
to think that if the customs laws were more rigidly carried out 
in respect to the dumping clause, they would get some measure 
of relief. Whether they are correct in their impression as to 
the cause of the evil is a matter to be inquired into. My hon. 
friend the Minister of Customs has taken that matter up with 
a view to looking into it very carefully, and if there has been 
any failure on the part of the customs to administer the law 
properly, I am sure the Minister of Customs will be glad to 
find a remedy. The production of pork, particularly of bacon 
and hams, has become in Canada a very large and important 
trade, and we should be very careful to see that everything 
possible is done to encourage it. I am hopeful that the result 
of the investigation by the Minister of Customs and of the 
application of the law, if necessary, in a stricter form, will 
give these gentlemen the relief that they desire. 


Mr. W. F. MACLEAN. Does the minister mean by that 


that the Chicago article is now flooding the Canadian market ? 


Mr. FIELDING. The complaint made is that a consid- 
erable quantity is coming in and sold at prices that they can- 
not fairly compete with; they suggested that there was some- 
thing illegitimate in the prices. 


Mr. BRODER. Was the deputation composed of people 
outside the trade? 


Mr. FIELDING. They were chiefly representing the 
farming interests, I believe, and I think some of the gentle- 
men were more or less connected with the packing trade, too. 
llowever, these representations came to us only yesterday, and 
I do not now say more than that they are receiving the careful 
consideration and attention of the government. 
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Mr. COCKSHUTT. Does the new French treaty have 
any effect on this trade? 


Mr. FIELDING. No; the new French treaty is not yet 
in operation. But if I had any occasion to mention ipea 
should recall the fact that my hon. friend condemned the treaty 
and voted for it. 


Mr. BENNETT. Is the House to understand that this 
was a representation of the farmers or.of the pork packers that 
met the hon. minister yesterday ? 


Mr. FIELDING. I understand that the deputation was 
chiefly representing the farming interest. Although there 
were one or two gentlemen having some interest in the pack- 
ing trade the farmers’ interest was the one most strongly repre- 
sented to us. 


Mr. W. F. MACLEAN. Does the hon. the Minister think 
that Canadian packers would prefer to sell American products 
as Canadian products if they could bring them in here cheaply ? 


Mr. FIELDING. I think that the Canadian packers 
would not prefer to bring in American pork to sell as Canadian 
and to send it across the water and get the benefit of the great 
reputation that Canadian pork has. If that has been done 
I trust that between my hon. friend the Minister of Agricul- 
ture (Mr. Fisher) and my hon. friend the Minister of Customs 
(Mr. Paterson) there is some machinery to prevent it. 


CONCLUSION. 


Mr. Speaker, I think that the tendency in late years has 
been to let the House be content with a budget speech not so 
long as some of us have, in times past, imposed upon it and I 
thought that I would be content with a somewhat concise state- 
ment of the financial position of the country, and not having 
any tariff changes as respects customs to propose there is no 
reason why I should continue my remarks, 
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led to a twelve-month pe "lod by in- 
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DELIVERED BY 


HON. WILLIAM S. FIELDING, M.P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, DECEMBER 14, 1909. 


WAYS AND MEANS—THE BUDGET. 


Hon. W. 8. Fretprne (Minister of Finance) moved that the 
House go into Committee of Ways and Means for raising the 
Supply to be granted to His Majesty. He said: At the last 
session of parliament, Mr. Speaker, circumstances obliged me 
to submit a budget which, not to use a stronger word, was not in 
all respects a very cheerful one. Perhaps it was because Min- 
isters of Finance everywhere about that time found themselves 
in strenuous circumstances. Perhaps it was because it was my 
thirteenth budget and good luck could hardly be hoped for at 
such a time. However that may be, it is agreeable to me to be 
able to round out the baker’s dozen under happier conditions 
and to come back once more to the old familiar story of general 
employment and prosperous trade, increasing revenues, liberal 
surpluses and generous appropriations for the public service. 


FISCAL YEAR 1908-9. 


The last fiscal year—1908-9, as we call it—the fiscal year 
ended on the 31st March last, was certainly not a very good 
year for Canada. There had been a financial depression in the 
autumn of 1907, a depression which was almost world-wide, and 
which, in the case of the republic to the south of us, became a 
financial panic. It would have been too much to expect that 
we could escape entirely the effects of that financial depression. 
We did feel it in Canada to some extent—happily to a much 
less extent than in the case of our neighbours to the south—but 
still we did experience it to some extent in Canada. It began 
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to show its effect upon our revenues in the closing period of the 
fiscal year, but the earlier part of the year was one of such 
great prosperity that, on the whole, the revenue proved to be 
a very excellent one; indeed, it was a record year. But, when 
we came to the new fiscal year beginning on the first of April, 
1908, a year which ended on the 31st March last, we found 
that our revenues were very seriously affected. The revenue 
for the previous year, that which we call a record year, repre- 
sented the great sum of $96,054,505.81. But, when we came 
to close the year 1908-9 we found that we had received a total 
revenue of only $85,093,404.85. There was thus a decline in 
the year’s revenue of $10,961,101.46, or nearly $11,000,000, 
or to put it in another form, the falling off in the revenue 
amounted to 114 per cent. The revenue for the year was a 
little more than half a million of dollars greater than my esti- 
mate. The expenditure chargeable to income was $84,064,- 
232.38. This was over $1,000,000 in excess of my estimate. 
I estimated the surplus at $1,500,000. The actual surplus was 
$1,029,171.97. 


YEAR 1908-19099—CONSOLIDATED FUND. 


Estimated | : 
Actual. Budget Speech, parse agen Dans 
April 20, 1909. : : 


$ cts. $ cts. $ cts. $ cts. 


Revenue.......... 85,093,404 35) 84,500,000 00] 593,404 35 
Expenditure.......| 84,064,232 38) 83,000,000 00/1,064,232 38 


Surplis. 6. ......| 15029517 07), 01,500,000 °00)) wens nae 470,828 03 


REVENUE 1908-9. 


A statement of the sources of our revenue will be interesting 
for the moment, as showing wherein the failure took place. In 
customs there was a decrease of $10,130,474.80, and in excise 
there was a decreas of $844,383.66. The post office continued its 
career of prosperity and had an increase of $293,737.07. When 
other departments fail somewhat we are always able to turn to 
the post office and note the happy change that has taken place. 
In former years there was high postage, limited accommodation 
and heavy deficits. In recent years there is cheaper postage, 
more generous accommodation and always a liberal surplus. In 
the case of Dominion lands we had an increase of revenue of 
$269,634.73. Miscellaneous revenues showed an increase of 
$98,793.97, and railways showed a falling off of $648,408.77. 
The chief decline, of course, was in customs. There was a fall- 
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ing off in excise and diminished business led to a diminished 
traffic on the railways, and in consequence diminished receipts. 


SOURCES OF REVENUE. 


| 
Source | Amount. | Increase, Decrease, 
| 1907-8. 1907-8. 
3 cts. $ cts. ; $ cts. 
fe ee a ee ee | 47,413,336 45|..........0000 10,130,474 80 
Breet ces ob ead esa ie WR ay aad 2 ed ge peer Nice a 844,383 66 
Post office Sige UrxigcereDahs OSE 7,401,623 93, B40 Wy 97 (lees Pee pee ono ac 
Dominion lands.......-.2.....|) 2,168,254 61 POOL GBA BO) «ele cups yo eke siciel 
[ST RCE eet oy eee SOO 1e7 Asin Ck ewe ea 643 ,408 77 
Miscellaneous..............-..! 4,296,233 91 OSLO Oi lita cao a auae 
| 85,093,404 35 657,165 77| 11,618,267 23 
| 675,165 77 
Ee 
PNeG cecredse.niay.c< 3 entderebnes 10,961,101 46 


Or a decrease of 11°4 per cent as compared with 1907-8. 


EXPENDITURE 1908-9. 


Coming now to the expenditure, we find that the total ex- 
penditure for the year 1908-9, chargeable to income, was 
$84,064,232.38. This was an increase of $7,422,780.79 over 
the expenditure of the previous year. These increases were 
principally in the following departments :— 


Public works chargeable to income............ $ 3,578,857 07 
Interest on public debt..........--- +2 eeeeeee 630,987 35 
Civil covernmentchy ax <2 e ere ee ol 2 sels 1,194,849 45 
Wiepislations lessee abim a= mye te ey: aye a sears 392,718 30 
WincellAnAOUSs ho. ae ee le eo ete aon ke 626,150 44 
Ocean and river service. ... 2.226 e. see eee 320,583 57 
Le MO yar eT a Sige PRR OOD Ce RS, OO CRA is) 586,456 66 


The item with reference to civil government was partly an 
inerease and partly a re-arrangement of charges which were 
transferred to the civil government item. The increase in the 
item of legislation included the expenses of a general election. 
The increase in miscellaneous included a grant of $300,000 to 
the Battlefields Commission and a grant of $100,000 for the 
relief of the sufferers by the earthquake in Italy. 

Our revenue being $85,093,404.35 and our expenditure 
chargeable to income being $84,064,232.38, it left a surplus of 
$1,029,171.97. 

Coming now to the question of capital and special charges 
for the year 1908-9 we find they were as follows :— 


CAPITAL AND SPECIAL CHARGES AND INCREASE OF 
DEBT 1908-9. 


National Transcontinental Railway.........-. $24 ,892 351 23 
Québec: Bridges ce. eee arene 6,424,781 00 
Raillwaysicapitallscer mice ets hik penser. 4,529,052 72 
Canalstcapitalsa vce 5 serra te te eee barons 1,873,868 45 
PRablicsWiorlksrcapiualiony meetin etre aie 2,832,295 29 
Dominions vandsrcapivaleecetc creates einkirale 797,746 74 
Militiay capital men mnt nreetart treo tec ein rate 1,243,071 54 

Total capital expenditure.............. $42,593,166 97 


To these must be added the following special charges:— 


Railway, Subsidies: sccracs sie steels siieeoks erence $ 1,785,887 39 
BOUMGIES Mensateaicuekstarteeuer ees isles Sackeusie Cuando pe metet tater 2,467 ,306 95 
Charges of management loan account......... 1,854,488 41 
Vianloustranstersiie. s,.\-cedearccascatetertea tasty oemee 221,311 50 
Alor if leapt ics na imnior ao: Ai Mans is ayearets $48 922,161 22 
Deduct from this :-— 
Sumplussotee teva arene $ 1,029,171 97 
Sinking fund. 42. e see 1,922,525 20 
Refundss os vasysctce eee 1,044 72 
SSS 2,952,741 89 
Increase sof debts einicte ern eer $45 , 969,419 33 


That was the largest increase of debt that has taken place 
in any year since I have had the honour of dealing with the 
finances of the country. I had estimated that the net debt would 
be increased during the year by $46,000,000; the actual in- 
crease was $45,969,419. The Transcontinental railway and 
the Quebec bridge represent of this debt $31,317,132.23. The 
remainder of the increase of the debt was caused by other ex- 
penditures on capital and special account. In former years we 
had been able to provide for most expenditures of that kind 
out of our income, but last year, with a falling off of $11,000,- 
000 in our revenue, it was not possible to provide for these 
without some addition to the public debt. 


FISCAL YEAR 1909-10. 


Coming now to the current fiscal year, 1909-10, I am glad 
to be able to have a more cheerful story to tell. There are still 
three and a half months of the year to run and the books of 
account do not close until some considerable time after the end 
of the fiscal year, so that it is difficult to make more than an 
approximate estimate at the present stage. It is, however, 
gratifying to us all to know that the unfavourable conditions 
of the former year have passed away. There has been a very 
gratifying recovery; we have been blessed with abundant har- 
vests ; in almost every department of labour in which our people 
are engaged there has been increased activity; we have recover- 
ed the lost ground in our revenue and we are now moving for- 
ward to even higher records. The revenue for 1909-10—that 
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is the current year—to December 1, was $64,656,509.92, which 
represents an increase over the revenue for the corresponding 
period of the previous year of $9,541,282.75. Thus in eight 
months we have gained nine and a half million dollars of 
revenue over the figures of the corresponding period of the past 
year, which represents an increase of about $1,200,000 per 
month. The revenue for the last four months of the previous 
year amounted to $29,978,177.18. If we assume that we shall 
receive for the remainder of this year the same amount as we 
received during the corresponding period of last year this will 
make our revenue for the entire current year $94,634,687.10. 
But we may reasonably assume that there will be some further 
increase during these remaining four months; and just what 
the amount of that increase may be is a point upon which 1 
would speak with some caution. Hitherto in our comparisons 
between the present year and the next preceding year we have 
been comparing the figures of to-day with the lean period of a 
year ago, but about this time last year the business began to 
improve. The last months of the preceding fiscal year were 
months showing some improvement, and therefore we cannot 
expect that during the remaining four months (or rather three 
and a half months) of the year, there will be as rapid increase 
as we have observed during the eight months. At all events, 
there will undoubtedly be some increase. For the remaining 
period of the year, up to the 31st March—being four months 
as in the figures I present and about three and a half months 
actually from to-day—I propose to allow for an increase of 
$2,800,000. On that basis our revenue for the current year 
will approximate $97,500,000, or nearly one and a half million 
dollars better than the record year of 1907-8. I think my 
estimate is a safe one. It may be too conservative; it is quite 
possible that during the remaining four months of the year we 
shall make a greater increase than that I venture to anticipate. 
It is quite possible that we shall come near the one hundred 
million dollar mark during the present year, but I do not think 
it is safe to estimate quite that at present. 


EXPENDITURE 1909-10. 


Coming now to the question of our expenditure during the 
current year: It will be remembered that in view of the fall- 
ing off in our revenue and the general check that had occurred 
in the business of the country, at the last session of parliament 
we severely pruned our estimates and appropriations, and many 
meritorious works which we would olad!y have dealt with under 
more favourable conditions had to be laid aside. 
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Our expenditure on consolidated fund for the year 1908-9 
was a little over $84,000,000. I estimate that in the current 
year the expenditure chargeable to income will not exceed 
$81,000,000. That is to say, we shall have a reduction of 
expenditure chargeable to income in the present year of 
$3,000,000 as compared with the figures of the preceding year. 
And, so, as respects the finances of this year, the dominant note 
of the budget must be in the first place a large increase in 
revenue and in the second place a very substantial reduction in 
expenditure. 

SURPLUS, 1909-10. 


With a revenue of $97,500,000, which, as I have stated, is 
on a conservative basis, and an expenditure chargeable to in- 
come of $81,000,000, I estimate that there will be a balance 
this year, by way of surplus, amounting to sixteen and a half 
million dollars. I shall not be surprised if the expenditure 
proves a little less and the revenue somewhat more, which, of 
course, would give us a somewhat larger surplus. 


CAPITAL AND SPECIAL EXPENDITURE, 1909-10, AND TRANS- 
CONTINENTAL RAILWAY. 

Now, we come to the question of the capital and special 
expenditure during the current year. There was voted by 
parliament for capital services during this year $30,484,739.54, 
and the corresponding appropriation for the preceding year 
1908-9 was, $43,372,488.33. This shows a very large reduc- 
tion in our appropriation. Of the capital appropriation for 
the current year 1909-10, the sum of $20,000,000 was assigned 
to the National Transcontinental railway, and we have reason 
to believe that that amount will all be spent or substantially so. 
Of the balance of appropriations of that class, namely, $10,484,- 
739.54, it is expected that probably $10,000,000 will be spent. 
We must then add railway subsidies, bounties, and other special 
charges, which I estimate at $5,500,000. 

Thus, the total capital and special charges for the year would 
amount to $35,500,000. The estimated reduction on consoli- 
dated fund expenditure is $3,064,232; the estimated reduction 
on capital and special expenditure is $13,422,161 so that our 
total expenditure of this year as compared with the expenditure 
of the previous year will show a reduction of $16,486,393. 

The capital and special expenditure of the year will proba- 
bly amount to $35,500,000. If we deduct from this our sur- 
plus of $16,500,000 and sinking funds, $1,250,000, making 
$17,750,000, this will represent an increase of debt at the close 
of this current year, if my estimate is correct, of $17,750,000. 
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This will be $2,250,000 less than our expenditure on the Trans- 
continental railway. May I repeat here a remark I made in 
the last budget speech I had the honour to deliver, as indicating 
the financial policy which we hope to pursue during the year. 
I then said: 


We think that our aim ought to be—and we shall endeavour to 
accomplish it as far as possible—to provide out of our revenue dur- 
ing the year now opening for all the ordinary expenditure and for 
a considerable part of our capital expenditures, if possible even for 
all of them. There is one work as to the wisdom of borrowing for 
which there can be no question, and that is the Transcontinental 
railway. If we can succeed in keeping down our borrowing for new 
work during the coming year to the sum which we wish to expend 
on the Transcontinental railway, I am sure we shall have a very good 
statement to present. I do not know that we can accomplish th‘s, 
but it is to be our aim, and I am sure that, if for the work of the year 
we have to borrow any sum in excess of that required for the Trans- 
continental railway it will not be very large. 


I am glad to be able to say that the aim which we then set 
forth has been reached. We shall provide, as we believe, be- 
cause we are dealing with a year not yet closed, out of our 
income for all the ordinary expenditure, for all the capital and 
special expenditure other than the Transcontinental railway, 
and we shall also be able to provide out of our revenue two and 
a quarter million dollars towards the National Transcontinental 
railway expenditure. Thus while we shall spend $20,000,000 
on the Transcontinental railway we shall only add seventeen 
and three quarter millions to the net debt of the country. 
Putting it in another form, if we did not have this large and 
exceptional work to deal with, we would, within the year, 
reduce our public debt by two and a quarter million dollars. 


Mr. Sproute.—What about the surplus of one year build- 
ing it? 

Mr. Firipine.—That was a pipe dream of my hon. friend. 

Mr. Fostrer.—The hon. member (Mr. Sproule) does not 
smoke. 


Mr. Fretpine.—Then he and I do not contribute much to 
the revenue in that direction. I hope he makes it up in some 
other way. 

FISCAL YEAR 1910-11. 


Turning now to the year 1910-11, as we call it in our 
accounts, the year beginning on the 1st of April next, hon. 
gentlemen will observe that it is quite far away and it will be 
difficult for us to attempt any close estimates. All I would 
care to say as respects that year is that we are very hopeful 
that we shall be able to repeat the policy of the present year 


with respect to keeping down the increase of debt. With the 
10035—24 


12 


improvement in our revenues we have, of course, properly 
made more generous provision for the public service, but we 
hope and believe that the increasing revenues will justify that, 
and we look forward with strong expectation, as far as we can 
deal with matters so far in the future, that our year’s opera- 
tions will enable us to provide out of revenue for our ordinary 
expenditure and for that portion of our capital and special 
expenditure outside the Transcontinental railway. I think it 
is a fair ground for us to take that in the case of a great 
national work like the National Transcontinental railway and 
the Quebec bridge, now virtually a part of the Transcontinental 
railway, it is not unreasonable that we should expect to go on 
the money market and borrow, but that not only for our ordinary 
expenditure, but also for smaller expenditures of a capital 
character, we should endeavour to make provision out of our 
ever-increasing revenue. 


Mr. R. L. Borpen.—Reckoning up to the end of the fiscal 
year on which we have just entered, that is the year ending 
March 31, 1910, what will be the total expenditure on the 
National Transcontinental railway. 


Mr. Fretpryc.—The Transcontinental road, including the 
Quebee bridge, now virtually a part of it, will represent at 
the close of this fiscal year, $58,391,263.94. 


Mr. R. L. Borpen.—Is that to March 31, 1909, or March 
31, 1910? 

Mr. Fretpinc.—That will be at the end of the last fiscal 
year and will not include the expenditure of the current fiscal 
year. 

Mr. R. L. Borpen.—My question related to the current 
fiseal year. 


Mr. Firtpine.—We are spending this year $20,000,000. 

Mr. R. L. Borpen.—That would amount then to about 
$78,000,000 up to the end of the current fiscal year, ending 
March 31, 1910? 

Mr. Fretpine.—Yes. 


Mr. Fosrrr.—lIs it intended to complete the building of 
the Transcontinental railway at the time already stated, that 
is at the end of 1911, or is it proposed to go slower? Is any 
provision to be made for the construction of the Hudson’s Bay 
railway ? . 


Mr. Fretprne.—The estimates before parliament include a 


sum for the further survey of the Hudson Bay railway route. 
They do not at present include any sum for construction. If 
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it be determined that the matter is advanced to a suflicient point 
to call for a vote for construction, that vote will have to come in 
the supplementary estimates. As to the completion of the 
Transcontinental railway, 1 think we have everything to gain 
by pushing it to completion. The Minister of Railways will 
have to deal with that at a later stage, but I think we shall rush 
that as quickly as possible and for that reason we are taking a 
very liberal estimate of $27,000,000 for the coming fiscal year. 


Mr. R. L. Borprn.—Has the hon. gentleman made any 
estimate of what amount will be required after the conclusion 
of the present fiscal year to complete and discharge all our 
obligations in respect of the National Transcontinental railway ? 


Mr. Fretptne.—I have not included it in this statement, 
but the Minister of Railways (Mr. Graham) will have a state- 
ment at a later stage which will deal with that as with Trans- 
continental affairs generally. 

With regard to the revenue for the coming fiscal year, I 
think we need have no hesitation in saying that if we do not 
reach the $100,000,000 mark during the current year, we shall 
certainly do so in the coming year, and I believe that with the 
large and increasing revenue we will be able to provide for our 
ordinary expenditure and for that portion of our capital ex- 
penditure which does not refer to the National Transcontinental 
railway. I would not like to speak with too much confidence 
on that item, as it is the future, but at all events. that is the 
policy I would desire to pursue if the finances will enable us 
to do so. 


TRANSFER TO INCOME OF MILITIA CAPITAL AND DOMINION 
LANDS CAPITAL. 


It will be observed that in the estimates for the coming year 
we have transferred from capital account to income account 
several items which for a number of years have been charged to 
capital account. One of these items is in regard to arms and 
ammunition for the militia. It has been customary, under 
both governments, to charge that item to capital account. In 
like manner, Dominion lands have been charged to capital 
account. JI think the objection to that system may most 
strongly be taken in the case of Dominion lands, for we 
charged the expenditure in connection with the lands to capital 
account, while the entire receipts have always been taken into 
the general income for the year. In both these cases we have 
been following the practice of the past. I think in these cases 
it will be well to make a change, certainly in the case of 
Dominion lands. No particular reference that I am aware of 
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has been made to that in the past and our method of dealing» 
with these items has been precisely the same as that of preced- 
ing governments. 

It will also be observed that in the appropriation we are 
taking for naval expenditure the charge is to be made against 
income. I do not wish to discuss that branch of the public 
business to-day, for that comes later in the hands of another 
minister. But it will be admitted, I think, that if we should 
charge the construction of ships to capital account, charging 
to income only the annual interest thereon and a reasonable 
sum for depreciation, we might justify ourselves in doing so. 
However, as this expenditure, which will be quite a large one, 
will be distributed over several years, I think we may properly 
charge it to income. The expenditure of the year will be 
charged to the revenue of the year, and we shall not be obliged 
to add anything to the public debt on that account. 


Mr. Fostrr.—Do I understand the hon. gentleman to say 
that he proposes to charge to current account the construction 
of naval vessels ? 


Mr. Fretprve.—That is my proposal in the estimates for 
the coming year. Of course, if we had to propose the whole 
cost of these vessels in one year, it would be a sum which our 
income would not bear; but as the expenditure will necessarily 
have to be distributed over several years, I think it is proper 
to charge it to income from year to year. 


Mr. Fosrrr.—tThe principle is the same. 


Mr. Frerprne.—The principle is exactly the same. 


BOUNTIES. 


Mr. Fosrrr.—While my hon. friend has been listening to 
better counsels in this matter, has he come to a conclusion to 
adjust the bounties as well? 


Mr. Fretprve.—I am glad my hon. friend has called atten- 
tion to that. We have discussed from time to time the ques- 
tion of charging these bounties to capital account. My hon, 
friend is probably aware of the view which I have expressed 
from time to time, that the bounty is on all fours with the pay- 
ment of railway subsidies, which in the time of my hon. friend 
as well as in our time have been charged to capital or special 
expenditure. When you pay a railway subsidy to the Canadian 
Pacific, the Grand Trunk, the Canadian Northern, or any other 
railway company, you have nothing to show for your money. 
The railway belongs to the company. Nevertheless we charge 
the subsidy to capital. If you pay bounties for the temporary 
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assistance of a great industry, you have nothing immediately 
to show for your money. The property is the property of the 
company, and the bounty has gone into the treasury of the com- 
pany, as in the case of the railway subsidy. But you believe 
that good has come to the country through the development of 
its trade and commerce, and that is the justification of the 
bounty. 


Mr. Fostrr.—How about steamship subsidies ? 


Mr. Firiprxe.—l have never been able to regard steamship 
subsidies as merely temporary, for they go on from year to year. 
The theory of our bounties is that they are temporary aids. It 
is true, they have lasted somewhat longer than some of us 
expected; but they stand in the same relation to the country as 
railway subsidies. In neither case have you any visible 
property to represent the money paid, but in both cases you get 
your return in the general development of trade. 

Sometimes these bounties are spoken of as if they had some 
relation to the question of a surplus or a deficit. Speaking 
generally, they have no such relation, except as to the volume 
of the surplus. In all the years that we have charged these 
bounties to capital or special account, except one, they would 
not have affected the question of a surplus or a deficit. The 
one exception was last year, when the surplus was a small one, 
and when, if we had charged the bounties to income, we would 
have had a deficit of $1,400,000. But if you take all the 
years in which we have paid bonuses, the surpluses aggregated 
$131,088,259, whereas the bounties during the same period 
have amounted to only $18,822,751. Therefore while in one 
year the payment of the bounties out of income would have 
affected the question of a surplus, if you take the whole period 
it_would not have affected the question of a surplus at all. 

he chief bounties on iron and steel will expire on the 31st of 
December, 1910, that is, the bounties on pig iron, iron puddled 
bars and steel ingots. There is a bounty on wire rods which 
is not limited in time. There is a bounty on lead, which is 
limited to a terin of years, and there is a bounty on oil, which 
is not limited. The chief bounties, however, are those paid 
to the iron and steel industry, and these will expire on the 31st 
of December, 1910. There is a provision in the Act that 
bounties for electric smelting may be extended for two years 
longer. When the bounties were last readjusted, we were 
assured that parties were about engaging in electric smelting, 
and as it would take some time to erect their plant, they asked 
for an extension of a couple of years, and it was granted. As 
no action has been taken under that provision of the Act, I 
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take it that the chief bounties on iron and steel will expire next 
year) Thereafter the bounties paid will not be very large, and 
whether we shall then charge them to income or to capital or 
special account, may be a matter to be fairly considered at that 
time. - 


REVENUE GROWTH RESULTING FROM BOUNTIES. 


In this connection, I would like to invite the attention of 
the House to the question of what these bounties have accom- 
plished. I know that with some excellent citizens of Canada 
the idea of bounties is not popular. More than once I have met 
people of the very best class who shake their heads over the 
idea. I think, however, that it can be clearly shown that the 
treasury of Canada has not lost one dollar from the payment 
of bounties. The iron and steel industries which have been 
established in the country have undoubtedly had a great effect 
in the development of the trade in Canada. Just how far the 
influence of a steel industry is felt may be a matter of debate. 
I have no doubt that hon. gentlemen have found many cases 
where business has been influenced favourably a long distance 
from the location of an iron and steel plant; I have found such 
cases myself; and it must be remembered that in all the prin- 
cipal trade centres of Canada vast quantities of goods have been 
purchased and sold to these steel ports, as I may describe them. 
The cities of Toronto, Montreal, Quebec, Halifax and St. 
John will all testify that their merchants have sold great 
quantities of goods to these steel making ports. The duties on 
these goods have been paid at Toronto, Montreal, Quebec, 
Halifax and St. John, as the case may be. It is not possible 
to measure just what these duties have amounted to, but they 
would not have been paid if there had not been the consumers 
of these goods at the steel ports. I do not think it is too much 
to say that millions of dollars have been paid into the Dominion 
treasury in that way at ports far removed from the steel ports 
themselves; and in considering what the government have re- 
ceived in return for the bounties, it would be well to bear that 
in mind. But suppose we put that aside, let us look at the 
condition of the revenue at the steel ports themselves. These 
I take to be Sault Ste. Marie, in Ontario, Sydney, North 
Sydney and Sydney Mines, in Nova Scotia, Glace Bay Mines, 
which supply the coal to theSydney plant, New Glasgow, Nova 
Scotia, and Hamilton, Ontario. Now, Hamilton was an 
important city before the steel industry was established. 
Undoubtedly, Hamilton would have made very considerable 
progress even had there been no steel plant at that place. 


aw 


Let us frankly admit that. But it must be admitted 
also that the steel works at Hamilton have had much 
to do with the development of the trade of that port. 
Qualify as you will the figures I am about to give as respects 
Hamilton, yet I think that all hon. members will agree that, as 
respects every other point which I have named, the increase in 
business is due directly to the development of the iron and stecl 
industry. Every one of these communities was a small com- 
munity before the steel business began; every one has grown 
to be a large and important community under the influence and 
development of the iron and steel business. I have here a state- 
ment showing the collections of customs revenue for two periods 
of ten years. The first period is that from 1890 to 1899, a 
period during which some steel bounties were paid, but during 
which the industry was in its infancy, and not very much pro- 
gress had been made, except at New Glasgow, and even at that 
period New Glasgow had contributed very largely to the revenue 
by reason of her steel operations. We compare that period of 
ten years with the next ten years ending June 80, 1909 -— 

Comparative Statement of Customs Revenue received at the following Ports 


during the ten years 1890 to 1899 both inclusive, and for the ten years from 
1900 to 1909, both inclusive. 


Years Years 
Ports. 1890 to 1899, | 1900 to 1909, 
/ June 30. June 30. 

$ cts.) $ cts. 

Sault Ste. Marie, Ont.......---- ss eseeeee 219,763 06 | 2,012,066 13 
Gpiltety WB ost scares 2 cemateee ors 153,115 50) 1,645,759 22 
North Sydney and Sydney Mines, Nice) ga 192,548 97 | 455,320 32 
Glace Bay, N.B. oc oe ss ceptor 31,976 66 469 ,663 49 
New Glasgow, N.S......------sssete rere: 398,578 24 479 ,020 76 
Hamilton, Ont....-..-----ee2 ener eee 6,712,584 26 , 11,648,381 80 


| 7,708,566 69 | 16,710,211 72 
Increase during years 1900 to 1909. . 9,011,645 03 


16,710,211 72 


Now, let us compare the amount paid in bounties with this 
inerease in customs duty :— 


Amount of bounties paid on pig iron, puddled bars, steel, manufac- 
tures of steel and wire rods during the ten years 1900 to 1909, both 
inclusive, $13,377,268. 

Amount of increase of customs revenue at the above ports during 
the same period, $9,011,645. 


Thus we sce that nearly all that has been paid in bounties 
came back in revenue through the various ports I have named. 
10035—3 
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Qualify that a little, if you like, respecting Hamilton. On the 
other hand, consider the supplies purchased in Toronto, Mont- 
real, Quebec, St. John, Halifax, that passed into consumption 
in these ports in which the iron and steel industry is established, 
and I believe I am justified in saying that every dollar that the 
people of Canada have paid out to the iron and steel business by 
way of bounties has been brought back directly to the public 
treasury in increased duties due to the stimulation of business. 


Mr. Mippirsro. Has the hon. minister any figures show- 
ing that the employees of these steel industries have come from 
countries outside of Canada? If not, how does he make it out 
that there has been an increase in the customs duties ? 


Mr. Fierpine. If, for instance, it can be shown that the 
employees of these industries came from the town the hon. mem- 
ber (Mr. Middlebro) represents, and others, and that, as con- 
sequence, the business of those towns decayed, there would be 
something in his argument. But if the business of his town 
has prospered and there is so much new business at Sydney, 
Sault Ste. Marie and these other places, I confess I do not see 
the force of his contention. 


Mr. Mipprezro. I think it should be the other way; unless 
the hon. minister (Mr. Fielding) can show that this increase 
is due to additional population coming from outside countries, 
he has not established his case. A man will eat and wear as 
much in one place as in another, and to move him from one 
place to another does not mean an increase of business. 

Mr. Fretprye. As a matter of fact, a great proportion 
of these employees have come from other countries. 

Mr. Mippiesro. Has the minister any figures on that 
point ? 

Mr. Frerprve. I have not; but I know, as a matter of fact, | 
that a very large percentage of the people employed in the steel 
industries at Sydney has come from outside countries. 


Mr. Mippresro. I would grant that 


Some hon. MrempBrrs. Order. 


Mr. Fretpine. I have no objection; I desire to hear the 
hon. member. 


Mr. Mippirsro. I would grant to the hon. minister that 
if he could show that the increase of employees due to the steel 
business represents an increase of our population from out- 
side points, his argument is tenable; but, if they come from 
other portions of the country, we have a right to assume that 
they would have eaten and worn as much where they were as 
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where they are, and consequently would have contributed as 
much to the revenue. 

Mr. Frerprne. But if a man came from Owen Sound to 
Sydney to work in the steel industry, he left work at Owen 
Sound and somebody came in to do that work. For my hon. 
friend to prove his case, he would have to show that other parts 
of Canada were suffering in order that the iron and steel in- 
dustry might prosper. 


NET DEBT, 


Now, I desire to say a word with regard to the increase of 
our debt. Up to June 30, 1896, the net debt of Canada was 
$258,497,432.77. The net debt on March 31, 1909, was $323,- 
930,279.17, an increase in twelve and three quarter years of 
$65,432,846.40. During the same period, we expended on the 
Transcontinental and on the Quebec bridge, as previously 
stated, $58,391,263. So that, apart from that large under- 
taking—and I think we are justified in treating that as some- 
thing exceptional—the increase of our debt is only $7,041,000, 
and that too in the face of the fact that last year we had a fall- 
ing off in our revenue of $11,000,000. 

Now, there is another aspect of our finances which is worthy 
of a moment’s consideration. I refer to the charges for what 
we call capital and special account and the manner in which 
these charges have been made. Speaking generally, we might 
say the charges which are deemed to be on capital and special 
account are of an exceptional nature which, perhaps, would 
justify the borrowing of money if necessary. We ought not to 
borrow money for our current account, we ought to pay our 
way; but, for anything in the way of permanent improvements 
or capital expenditure, if necessary, the Minister of Finance 
may well justify the borrowing of money. Of course it is 
desirable that we should provide for all we can without bor- 
rowing. 

Now, I desire to show how far we have been successful in 
providing for that class of expenditure without borrowing. 
During the twelve and three-quarter years to which I have 
referred, the twelve and three-quarter years of this government, 
we have spent on capital and special expenditures such as I 
have been describing, $212,602,818.33; and during that time 
we have added to the debt of the country only $65,432,846. 
That is to say, of these capital and special expenditures we have 
borrowed but a very small proportion, and we provided, of the 
$212,602,818, no less than $147,169,971 out of our own rev- 
enue; that is to say, that out of our revenue we not only pro- 
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vided for all our ordinary expenditure, but during that whole 
twelve and three-quarter years we provided for more than 69 
per cent of our capital and special charges out of revenue, with- 
out resorting to borrowing, without going into debt. 

Now, let us see what was the record of our predecessors 
I do not say this for the purpose of finding fault, but it is a fair 
comparison. In the period from 1878 to 1896, similar charges, 
those ealled capital and special, had to be met to the amount of 
$167,166,252; and during that period the net debt of the coun- 
try increased by $118,135,362. Mark the figures: Capital and 
special expenditure, $167,166,252 ; increase of debt, $118,135,- 
362. So that all our hon. friends who preceded us were able 
to provide for expenditures of that character out of revenue, was 
$49,030,809; that is to say, that while we have been able to 
provide for expenditure of that kind out of revenue to the 
extent of 69 per cent, they only provided it to the extent of 29 
per cent. Our predecessors had to add nearly 70 per cent of 
that class of expenditures to the debt of the country, while we 
have added only 30 per cent of that class of expenditures to the 
debt. 

Now, one may make another comparison along the same 
lines. There are certain big public works which the govern- 
ment have sometimes to provide for, and which have to be lifted 
out of the common ealeulation. The late government had to 
provide for the Canadian Pacific railway; we have to provide 
for the Transcontinental railway and the Quebec bridge. I 
propose to eliminate from the two accounts these large and 
exceptional works, to leave out, in the case of my predecessors, 
the expenditure on account of the Canadian Pacific railway, and 
to leave out in our case the expenditures on account of the 
Transcontinental railway and the Quebec bridge, and what do 
we find? Leaving out the Canadian Pacific railway, from 1878 
to 1896, our predecessors provided for 42 per cent of their 
eapital and special expenditure out of their revenue; while we 
have provided for similar charges, leaving out the Transcon- 
tinental and Quebec bridge, not 42 per cent, but more than 95 
per cent, out of the revenue of the country. 


Mr. J. D. Reap. Could the hon. the Finance Minister tell 
us how much taxes were collected from the people during the 
eighteen years from 1878 to 1896, and during the 10 years from 
1897 to 1907? 

Mr. Frezprnc. No, I cannot tell at.this moment. But I 
van tell the hon. gentleman that the rate of customs taxation is 
less now than it was in the former period; and that the only 
difference between my hon. friend and myself on that question 
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is that while he wants to raise the taxation of the country, we 
are desirous of keeping it down. Now, the debt of a country is 
only a burden in proportion to the number of shoulders that 
have to carry it. Sometimes people speak of the growing debt 
of Canada, without stopping to consider, as they should, other 
elements of the growing time. The debt of Canada must be 
considered in proportion to the population of Canada. I have 
here a statement—I have submitted it on a previous occasion, 
but I have now brought it down to date; it is a statement 
showing the net debt of Canada for every year from 1891 
down to the present time, including the current year, and giv- 
ing the estimated population for the curent year. It also shows 
the population of Canada as shown from year to year by our 
census officers. While our general census is taken only once in 
ten years, as respects our western provinces it is taken more 
frequently, and from year to year an estimate is made of our 
population by qualified census officials; so that we receive from 
vear to year a statement of the population of the country which 
is approximately correct. 

NET DEBT PER CAPITA. 


| Net Debt 
Year. | Population. Net Debt. per 
Capita. 
$ $ 

| 
ISO Soce Seeeen ae cee | 4,844,366 237 ,809 ,030 51 49 09 
feteUde S25, ys Ale oneal ieecn meee 4,889 , 266 241,131,434 44 49 15 
EUR «O20 oe a ee mee Bee 4,935,748 241,681,039 61 | 48 96 
PRG te Oe nes ee, cok wa | 4,983,903 246,183,029 48 | 49 40 
Thestay Soe? Ee ee eae ene 5,003,839 | 253,074,927 09 50 57 
eh dad 1 ie ee 5,086,061 258,497 ,432 77 50 82 
ET ne ain ar 5,141,508 261,538,596 46 50 87 
eee ers te dee ee ss 5,199 , 267 263,956,398 91 50 77 
RG ra Nn a 32 ys | 5,259,491 266 ,273 ,446 60 50 62 
NM Pole Se aks tinoae inten vg | 5,322,348 265,493,806 89 49 88 
MIR cc 0a.) Sichag. die. so 8 = | 5,413,370 268 ,480,003 69 | 49 59 
OBIE As a aa ae eee aera 5,537,500 | 271,829,089 62 | 49 08 
“Ro oo on, See ae ee 5,712,190 | 261,606,988 87 | 45 79 
CALC a ie a © ieee 5,890,066 260,867,718 60 44 29 
CEE Se Cee See alee Seas ae 6,091,136 266 ,224,166 60 | 43 70 
Tce ah eee eee 6,323,557 | 267,042,977 75 42 23 
Be neo ic tiles cere 6,655,904 263,671,859 96 39 61 
RO eee SS eee eae 6,863 ,500 277,960,859 84 40 49 
OE 2 sil) ee 7,145,040 323,930,279 17 | 45 33 
TCC) ee ee ee ee ee 7,450,990 | *341,680,279 17 | 45 85 


* Estimated. 


So upon authority of the census officers of Canada, I am 
able to state that on the 31st day of March, at the close of the 
current year, by the best judgment they can bring to bear, the 
population of Canada will be 7,450,990. Now, if we apply 
these figures to the net debt of the country, we have this grati- 


22 


fying result, that while in 1891 the net debt was $49.09 per 
capita, and while it had increased in 1896 to $50.82, it began 
to diminish after the first year of Liberal administration, when 
it was $50.87; and from that point down, the figures have 
always been less than they were in 1896. And to-day, although 
in the last year we did add $46,000,000 to the debt of the 
country, although in the present year we shall add upwards of 
$17,000,000 to the net debt, yet if these figures are correct, 
on the 31st day of March, 1910, the net debt of Canada per 
head will be, not $50.82 as it was in 1896, but it will be $45.85. 
So, Mr. Speaker, if due regard be had to the growth and pro- 
eress of Canada, the increase of debt is exceedingly small; 
and even with the very material sums which we have to add 
on account of the National Transcontinental railway, we are 
still in the happy position of seeing that the growth of the 
population and resources of Canada is faster than the growth 
of our public debt. 

Mr. Laxr.—Before the minister passes from the debt, may 
T ask to what extent the bonds of the Grand Trunk Pacific 
and other railways have been guaranteed up to the present 
time ? 

Mr. Frerprinc.—The amount is set forth in the Public 
Accounts. I could not give it to my hon. friend immediately, 
but if he will turn to the report in the Public Accounts he will 
find the figures there set forth. 


Mr. Laxr.—For last year ? 


Mr. Fretp1ne.—The last blue-book contains the latest state- 
ment. If my hon. friend, on looking it up, finds it to be in- 
sufficient, I will be happy, if he will mention it to me, to see 
that he is put in possession of the information. 


TRADE STATISTICS. 


I do not wish to burden the House with many statistical 
tables. There was a time when the budget speech was a some- 
what ponderous affair, but I have endeavoured to have regard 
to the time and patience of the House. But I thought a few 
statistics might be given to show the rapid recovery that has 
taken place after the check that came upon the business of the 
country a year or two ago. ‘The total trade in 1908-9, as 
compared with 1907-8, declined to the extent of $79,524,364. 
Of that, imports declined $61,029,917 and exports $18,494,447. 
An early recovery, I am glad to say, is going on, and quite 
rapidly. For the seven months to the 31st October, 1909, 
being the last date for which we have the customs statistics, 
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the total trade of all kinds exceeded that of last year by $48,- 
400,000. Of this $34,553,278 represents imports and $13,- 
847,219 exports. At the same rate of progress for 1910, the 
total trade of the current year will probably exceed that of the 
record year of 1907-8, when the total trade was $650,000,000. 


PUBLIC DEPOSITS IN CHARTERED BANKS. 


A brief reference might also be made to the deposits in the 
chartered banks, merely to indicate the restoration of our 
financial equilibrium. Ten years ago the deposits in the 
chartered banks of Canada amounted to $250,000,000. They 
inereased rapidly and on the first September, 1907, these 
deposits amounted to $590,000,000. Then, under the influence 
of the depression which had come, they began to drop and they 
did drop for several months. Then they began to increase and 
as a result, on the 31st October, 1909, the bank deposits 
amounted to $731,806,000, or nearly three times what they 
were only ten years ago. 


IMMIGRATION. 


The immigration figures are also very gratifying. I am 
going over these very briefly because I do not wish to weary 
the House with many statistics. It is hardly necessary to say 
that a steady influx of population is one of the important 
things for our country, especially our western country, which 
offers the greatest attractions to immigration. In the year 
1908-9 there was a considerable falling off in immigration. 
In 1907-8 the number of immigrants was 262,469, while in 
the next year—1908-9—it was only 146,908, showing a 
decrease of 115,561. A very noticeable feature of the immi- 
gration that year was that the falling off was almost entirely 
in British and continental immigration. There was no falling 
off in the United States immigration. The movement of the 
tide once was setting southwards; the tide is now moving north- 
ward and even in the year of depression the immigration from 
the United States did not fall off. In 1907-8 the immigrants 
from the United States numbered 58,312, while in 1908-9 
they numbered 59,832. There was a very slight increase in 
the number. But the returns for the present year are very 
encouraging indeed. Comparing the tables for the ten months 
of the present calendar year with those for the ten months of 
the previous year we find that there has been an increase of 
26,824. The number of British immigrants is slightly less 
than in the previous year, the number from the continent is 
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about the same and the number from the United States appears 
to be steadily increasing. 


COMMERCIAL RELATIONS WITH WEST INDIES. 


We have naturally desired to extend our trade relations 
with other countries. In that connection I might call the atten- 
tion of the House to the steps that are being taken with a view 
io the encouragement of better trade relations between Canada 
and the West Indies. We have long had a considerable trade 
with the West Indies and at one stage it was deemed advisable 
that we should grant the British West Indies the benefits of 
our preferential tariff. So far we have not received any return 
of any kind. The British government have not failed to notice 
the desirability of establishing closer trade relations between 
the various branches of the empire, and it was arranged some 
months ago that a royal commission should be appointed by 
His Majesty for the purpose of inquiring into the best methods 
of improving the trade relations between the British West 
Indies and Canada. The chairman of that commission is Lord 
Balfour of Burleigh, a very eminent British statesman, with 
whom are associated Sir John Dickson Poynder and Sir Daniel 
Morris, and upon that commission were placed two members 
of the Canadian government—the Minister of Customs and 
the Minister of Finance. We have held a series of rather 
interesting meetings in various parts of Canada, the effect of 
which, I am sure, will be to enable the British commissioners 
to understand the question from the Canadian point of view. 
At the next stage the inquiry moves to the West Indies. It 
was the desire of the commissioners that we should join them 
there at a very early date, but we felt that our first duty was 
to the parliament of Canada and we had to ask that the meeting 
of the commission might be postponed. The British members 
of the commission will meet in Jamaica at an early date in 
January and will then proceed south. If the business of this 
parliament should be sufficiently advanced to enable my hon. 
friend the Minister of Customs and myself to absent ourselves 
we hope to be able to join the commission in the Island of 
Barbados about the middle of February, but that, of course, 
will depend entirely upon the condition of the business of the 
Canadian parliament. 

Mr. Huenrs.—Is the scope of this commission limited to 
British colonies, or is it to take in the South American 
republics 2 . 

Mr. Frerpine.—It is limited to the British West Indies, 
because what we hope will be the result of it will be a prefer- 
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ential tariff in the British West Indies in favour of the pro- 
duets of Canada and, of course, that could not be arranged 
with foreign countries. It is, of course, too early for us to 
say much as to that, but we may hope that as a result of the 
inquiry Canada will receive a preference in the markets of the 
West Indies. 


Mr. R. L. Borpen. 
ing to the West Indies? 


Are the Canadian commissioners go- 


Mr. Freipine.—This is our difficulty: The British com- 
missioners proposed when they were here that we should go 
with them, but we had to say, that, having regard to our parlia- 
mentary duties, we could not go at once. At the first meeting, 
which, I think, will be held at Jamaica about the middle of 
January, we shall not be able to be present. They will hold 
some further meetings and they have placed us under a sort of 
bond to join them in the Island of Barbados on the 15th of 
February, or thereabouts. Whether or not we shall be able to 
go depends on the progress of business in this House. 


FRENCH TREATY. 


Our treaty with France has now passed through its various 
parliamentary stages; it has received the approval of the 
French Chambers; it has received the approval of the parlia- 
ment of Canada, and nothing remains now but the formal 
exchange of ratifications which may take place at Paris. We 
do not know at what date that may take place. Still, it is our 
desire that the ratifications may be exchanged as soon as pos- 
sible, so that we will be able to receive the degree of increased 
trade that we expect to receive from that convention. 

We are aware that other nations are anxious to deal with 
us along somewhat similar lines. It has not escaped our notice 
that the German empire is also anxious now to approach Can- 
ada in a good spirit. It is an occasion when we need not dwell 
too much on what has happened in the past. We are aware 
that Germany is disposed now to enter upon negotiations with 
us, and we are also aware that there are two other European 
nations which are anxious to enter into trade relations with 
Canada. I refer to Italy and Belgium. In due course negotia- 
tions will have to be entered upon with these countries with the 
view of arriving, if possible, at some friendly understanding 
with them. 


MOST FAVOURED NATION TREATIES. 


Reference has sometimes been made in the House, and 
more particularly outside of it, to the disadvantage which Can- 
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ada is said to suffer from the fact that the benefits of the French 
treaty have to go to certain other countries which give us noth- 
ing in return. At all events that is the way it is expressed. It 
is said that certain countries, by virtue of most-favoured- 
nation treaties, made many years ago, are entitled to the bene- 
fits of this French treaty though they give us nothing in return. 

There is a tendency to treat these most-favoured-nation 
_ treaties as something disadvantageous to Canada. I hesitate to 
accept that view. We do receive some substantial thing in 
return for the benefits we extend to these countries; we receive 
the guarantee that no other country will ever receive better 
terms than Canada receives, and that is of the utmost import- 
-ance to us. No country is going to give Canada a monopoly of 
its trade. We may by a convention with any country receive 
some advantage for the time being, but every country will 
naturally claim its right to make a treaty with any other 
country. All that any country can reasonably ask from another 
country is that it shall be guaranteed the best terms that are 
given to others. Now, suppose we had no favoured nation 
treaties; suppose we had none of these old treaties which we 
sometimes now complain of, what might happen? Let us take 
the case of one of the great nations which enjoys the benefit of 
-one of these treaties. Austria-Hungary has an old treaty with 
Great Britain containing the most-favoured-nation principle 
and by virtue of that treaty we are obliged to give to Austria- 
Hungary all the benefits of the French treaty, and it is often 
too hastily assumed that we get nothing in return. But, if 
there was no such treaty, Austria-Hungary would be free to 
make an arrangement with, say, our neighbours to the south 
and to admit the products of the United States into her markets 
on more favourable terms than she would admit the products of 
Canada. Then Canada would be obliged to make a’ special 
treaty with Austria-Hungary if she could, and she might or 
might not be able to come to terms. But while the most- 
favoured-nation treaty remains in operation we have the assur- 
ance that neither the United States nor any other competitor of 
ours can receive any advantage in the markets of Austria- 
Hungary that will not at the same time come to us. Surely, 
that guarantee of the best terms that may be given to any 
foreign nation is something worth while as a return for the 
concessions we give. 


Mr. R. L. Borpen. Do I understand the Minister of 
Finance to suggest that our market in that respect is increased 
by the provisions of the French treaty ? 


Mr. Frerpine. No, but if there was no such treaty and if 
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we were to impose on the products of Austria-Hungary higher 
rates than we impose on the products of France, Austria-Hun- 
gary would naturally proceed at once to penalize us. The condi- 
tions that we have are such that at all times whenever any con- 
cession is granted by Austria-Hungary to any other nation we get 
the full benefit of it, and I really cannot see that we can expect 
more. I seriously think that it is a valuable concession that, we 
thus obtain, because it removes any necessity for our worrying 
over our relations with Austria-Hungary. The same would be 
true of the other countries, many of them not very important, 
which have the benefit of these most-favoured-nation arrange- 
ments. 


COMMERCIAL RELATIONS WITH UNITED STATES. 


There is one other country with which we have very close 
commercial relations. Of course our closest relations are with 
the mother country, which is our great market, but that comes 
to us so naturally that we hardly speak of it at all; we know 
we have our most valuable market in the mother country and 
our people appreciate it. There is, as I say, another great 
country with which we have close commercial relations, and 
that is the United States. There has been some anxiety, per- 
haps some unnecessary alarm, in the mind of some of our Cana- 
dian people as to possible friction arising in consequence of the 
recent tariff legislation in the United States. But, after read- 
ing the most admirable message of President Taft to Congress, 
a few days ago, I think that we can all feel that the United 
States government have a very correct appreciation of what is 
due to other countries, and to Canada particularly. I think 
the terms in which President Taft addressed Congress on that 
subject give us abundant assurance that he and his cabinet are 
desirous of continuing the close and friendly relations which 
prevail between the republic and Canada, and we for the pres- 
ent are not going to assume that there is any cause for anxiety 
as to any friction arising between the two countries. 


EXPORTATION OF FOREIGN SILVER COIN. 


We are approaching the time when we shall want to issue 
a gold coinage in Canada. That will necessitate some change 
in our Currency Act, and a measure dealing with that branch 
of our affairs will be brought forward at an early date. In the 
meantime I avail myself of the opportunity to present some 
information and to answer inquiry with respect to the opera- 
tions of the Ottawa branch of the Royal Mint. It is well known 
that the objects we had in view in establishing the mint were, 
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first, we desired to make our coins in Canada, and secondly, 
we were influenced to some extent by the desire to have the gold 
of the Yukon and the Canadian provinces brought through 
Canada rather than sent away to the United States. It is said 
that trade follows the flag, and there are others who say that 
trade follows the gold, and if this be true, then, if you keep 
your gold in your own commercial channels you will influence 
your trade. Perhaps parliament had that in mind when both 
sides agreed it was desirable to establish a mint. Now, the 
mint will show a very handsome profit, but let me also say 
frankly that we could make a greater profit by having no mint; 
we could make a greater profit by having our coins made 
in the old country. But the same reason which leads us 
to desire to make other things in Canada leads us to desire 
to make the coins of Canada within our own boundaries. We 
could save money by having our Dominion notes printed in 
England, but it was thought well some years ago to stipulate 
that they should be printed in Canada at an establishment 
erected within sight of the parliament buildings. Having 
provided that our note currency shall be made in Canada it 
was but a step in advance to say that our metallic currency 
should be made here as well. We have established what is 
called the Ottawa branch of the Royal Mint. There is the 
advantage in having it a branch of the Royal Mint that we 
shall be able to coin sovereigns which we could not do if it 
were a purely Canadian mint. Another thing is that it has 
enabled us, in the construction and equipment of the building, 
to have the great advantage of the skill and experience of the 
Royal Mint officials, which has given us a better building and 
equipment than we possibly could have obtained without the 
assistance of these gentlemen. 


In connection with our mint there comes up the question 
of the deportation of foreign coins. A large proportion of the 
silver currency in Canada is foreign, chiefly American, and 
as there is a substantial profit on the coinage of silver, the 
presence of this large volume of American silver currency 
in Canada means that the profit on that finds its way into the 
treasury of the United States. We have, therefore, thought 
it desirable to take steps towards the exportation of American 
silver coins from Canada. Unfortunately, there is no recipro- 
city with regard to this silver coinage circulation. . An Ameri- 
can silver coin will be taken almost anywhere in Canada, but 
a Canadian silver coin will not generally be accepted in the 
United States, except perhaps along the frontier where there is 
considerable freedom of interchange. Now, if our American 
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brethern were circulating a lot of Canadian coins and we were 
circulating a lot of American silver the deal would be square. 

Mr. Fosrrr.—If we got into their $80,000,000 silver it 
would be more than square. 


Mr. Frerpinc.—Yes, if we will assume that an equal 
amount was being circulated in both countries. The fact is 
that while in any part of Canada you may be handed an 
American silver coin over the counter, once you get away from 
the boundary in the United States you will never come across 
such a thing as a Canadian silver coin in the transaction of 
business. We have thought it wise that we, the people of 
Canada, the treasury of Canada, should have the profit on the 
silver currency used in Canada. So we have taken steps to 
export the American coins. It has sometimes been suggested 
that we should prohibit the use of this coin. That would be 
a great mistake. There are points along the boundary where 
it is a great convenience to take the coins of one side or the 
other, and any attempt to interfere with their right to do so, 
would probably be embarrassing. So we do not interfere with 
that practice. Of course these foreign coins are not legal 
tender, but they pass freely. We have made an arrangement 
with the banks whereby they export all the American coin that 
comes to them to the United States. As that coin is removed 
from the country, naturally a market is created for our own 
coin and that gives increased employment to the mint and in- 
creased profit to the treasury. 


Mr. Fosrer.—How do you keep it out? 


Mr. Frecprxe.—You cannot keep it out, it will come back 
again, and where it comes back in the way of legitimate trade, 
while perhaps it is not wise to encourage it, it is better to export 
it than prohibit it. 


Mr. Fosrrr.—Does it come in any other way than in 
legitimate trade ? 


Mr. Frerpine.—No, I think not; I think it is the passing 
to and fro along the boundary to some extent and then the 
large number of American visitors who come in every year, 
who are gladly weleomed—we hope more will come—all bring 
some coins with them, and to prevent in any way the free use 
of these coins would cause embarrassment. We do not propose 
to do so, but we say as soon as this coin comes in we will send 
it out, and we can afford to do it. We pay a small commission 
of three-eights of one per cent to the banks for exporting it, 
this being only enough to pay them for the handling of the 
coin. I do not look upon the commission as a great inducement 
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to the banks, but I look to them as good, patriotic Canadian 
citizens, to feel it to be their duty under this arrangement, not 
for the commission, but for the higher purpose, to see that 
whatever American coins come into a branch bank, shall not 
be paid out over the counter, but shall be retained and sent 
out under the arrangements that we have made. 


Mr. Foster. Will the minister say to what points the 
banks sent them ? 


Mr. Frenprne. They may send it to any port in the 
United States, and on evidence that they have exported it and 
delivered it to a bank outside of Canada we accept the certifi- 
cate and pay the small commission upon it. 


Mr. Foster. Does the minister know the yearly cost of 
deportation and the quantity deported ? 


Mr. Fretpinc. We had an arrangement several years ago 
which expired by lapse of time. We renewed it by order in 
council of the 2nd of June, 1909, and since that date there has 
been exported $432,865 on which we have paid a commission 
of three-eights of one per cent. 


RECOINING OF WORN SILVER. 


We also make use of the mint for recoining’ worn silver 
currency. For some years we have been endeavouring to make 
the paper currency of Canada cleaner than in former years and 
I think we have succeeded, although perhaps the banks are still 
open to some criticism in that respect. It will be observed as 
a rule that the paper currency of Canada is now fairly clean. 
Having presented to our people a cleaner paper currency, we 
thought we should give them silver currency in better condition. 
There has been a large amount of worn silver currency in 
Canada, some of it quite thin and smooth. It is not a proper 
currency for circulation, but it has passed freely. A gets it 
and gives it to B and so on and the banks have paid it out over 
their counters. We think we may properly call in that currency 
and recoin it. This involves a small loss, because the friction 
caused by passing of the coinage diminishes its weight. How- 
ever, the loss is quite small and we are able to give our people 
a fresher, cleaner and better currency, and I think they will 
approve of that. 


THE MINT. 


I said that the mint is authorized to coin British sovereigns. 
Tt has done so to a small extent. It has a very small refining 
plant which enables it to do a little work along this line, and 
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a number of people have presented gold which they desired to 
be converted into British sovereigns. That has been done, the 
mint receiving a fair payment for its services. 

The actual expenditure in the construction of the mint, 
including site and buildings, up to November 30, 1909, has 
been $547,796.33. 

It is estimated that for the refinery now under construction 
and its equipment a further expenditure of $67,000 will be re- 
quired. 

The estimated complete cost of the mint is $605,047. 

The mint has been in operation for nearly two years, since 
January 2, 1908. In the first calendar year it coined 4,877,027 
pieces. These include 636 British sovereigns coined for the 
owners of gold in the manner I have already mentioned. 

In the eleven months of the present calendar year the mint 
coined 6,862,982 pieces. This included 13,161 British sov- 
ereigns coined under the conditions I have mentioned. 

Parliament makes a grant of $75,000 per annum for main- 
tenance. In 1908 this was more than sufficient, the outlay 
being only $71,997.32. The present year will absorb the 
whole annuity, and in view of the increasing amount of work 
the mint is required to do, it is likely the annuity will have to 
be enlarged. 

The cost of operation has been :— 
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The total cost of operation for one year and eleven months 
has thus been $133,726.84. 

The revenue of the mint during the same period, including 
payment for all services rendered, amounts to $405,565.68. 

The profits have thus been $271,838. This handsome bal- 
ance will, of course, pay interest on the cost of construction and 
still leave a large sum to the credit of the mint. But, of course, 
as I pointed out, while we have this large profit on the operation 
of the mint, we could have had our coins made in the old coun- 
try and have made a larger profit out of them. The judgment 
of the House, irrespective of party, was that we should have 
a Canadian mint. It is one of the advancing steps of our Cana- 
dian nationality, and I believe it has met with the approval of 
the community at large. 


Mr. Foster. Would the minister tell us how much it would 
have cost Canada to have had that same coinage made ander 
the old system ? 

Mr. Fretprnc. I have not made the calculation, but we 
certainly could have had our coins made much more cheaply in 
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that way. We could also have had our notes made much more 
cheaply in England than in Ottawa, but just as the former 
government adopted the policy of having notes made in Ottawa, 
we have carried that policy a step further and have provided a 
mint for the making of coins here. ; 


Mr. Foster.—I wish the minister would give a calculation 
of just what the difference would be? 


Mr. Fretp1ine.—I would be glad to give it, but in my judg- 
ment, and I think in the judgment of the House and of the 
country, it will not affect the argument. We all knew when we 
established the mint that we could have our coins made much 
more cheaply in England, but we elected to have them made in 
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Mr. Foster. Because the minister does not think it affects 
the argument, does he consider that the information should not 
be given ? 

Mr. Fretpine. Certainly not. Of course this is a matter 
of opinion. 

Mr. Hueurs. The minister to that extent believes in the 
national policy of the Conservative party ? 


Mr. Fretvrnc. Probably it is time that somebody believed 
in it, because I believe that the Conservative organs are repudi- 
ating it. 


NO TARIFF CHANGES. 


We have no tariff changes to propose on this occasion. It 
is not because we have entered a claim that the tariff is perfect. 
1 have no doubt that wherever you have a customs tariff neces- 
sarily as full and intricate as ours has to be, there will be room 
for criticism, and certainly always room for demands for 
changes. But we are of the opinion that it is not in the best 
interests of the business of the country that there should be 
frequent changes. We believed that frequent tariff changes 
must have a disturbing influence on the business of the country 
and we wished to have it generally understood that where there 
has been a general revision of the tariff, as we had only two 
years ago, the government would not be disposed to make 
changes unless the need for them was very urgent indeed. 


LEGISLATION RESPECTING COMBINES. 


There is in our Tariff Act a provision which is alluded to 
in His Excellency’s speech from the Throne; that is, the pro- 
vision with regard to combines. Those who were in the House 
in 1897 may possibly remember that when the combine clause, 
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as it is commonly called, was first presented to parliament, it 
proposed that in any given case where it should be established 
to the satisfaction of the Governor in Council that a combine 
existed for enhancing prices, the Governor in Council should 
thereupon, upon their own motion, reduce the tariff on the 
article in question. It was in that form that the resolution 
was first submitted to this House, but afterwards it was repre- 
sented to us that that seemed to be a dangerous power for the 
government to take to itself. At that time industrial establish- 
ments were possibly more sensitive than they are now as to 
the effect of the tariff. After consideration, that clause was so 
modified as to require a reference to a judical commission to 
determine whether or not there was a combine enhancing 
prices; and only after that finding by the judicial tribunal 
was the government free to make a reduction in the tariff by 
executive act; and in that amended form the law passed. It 
is sometimes complained that because of the modification then 
made the machinery of that combine clause is too slow and 
ineffective. It is said that the government have not provided 
sufficiently for the payment of the expenses to encourage people 
to take advantage of the clause; that too much is left to the 
individual and too little financial responsibility is put upon 
the public treasury. We are willing to meet this criticism. 
We shall at an early day propose a measure dealing with that 
subject, and its purpose will be chiefly to meet the criticism to 
which I have referred. It will provide that the government— 
.ot hastily or recklessly, because large interests are involved 
and must be considered—if there is a reasonable prima facie 
case that a combination exists for unduly enhancing: prices, may 
provide all the expenses for conducting the inquiry, including 
the payment of counsel. That is the substance of the change, 
which will be proposed at a later stage. 


MATURING LOANS. 


With regard to the loans maturing, on the first of January 
next what is known as the 4 per cent Canada reduced loan of 
£6,443,136 falls due. This was originally a 5 per cent loan 
ace is the province of Canada in 1860 and renewed on the 
first of July, 1885 for 24} years at 4 per cent. To meet this 
at maturity and to provide funds for our large requirements 
a loan of £6,500,000 of 34 per cent stock at 984 per cent was 
issued in London on the first of July last. An option was 
viven to the holders of the 4 per cent reduced bonds and stock 
maturing on the first of January next to receive an equivalent 
amount of the new loan, and a cash payment of the equivalent 


34 


of the difference between the value of the loan issued and the 
value of the maturity on the first of January. The amount 
converted of the Canada reduced stock into the new loan was 
£1,847,418. In addition, some £2,000,000 of the 4 per cent 
reduced loan was held in its own sinking fund, leaving £2,498,- 
749 to be repaid in cash in London on the first of January. 
The proceeds of the loan that I have just‘referred to will enable 
us to pay this amount. There is a further loan of £4,000,000 
at 4 per cent issued in 1885, redeemable between 1910 and 
1935 on the government giving six months’ notice. As this is 
a 4 per cent loan, it was the intention of the government to 
avail itself of the option of redemption, and accordingly to give 
six months’ notice on the first of January next. It would be 
good business to replace a 4 per cent loan by one bearing a 
lower rate of interest. But in view of the present disturbed 
condition of the money market, and I may add also the political 
disturbance, we have thought it advisable to postpone the giving 
of that notice until the first of July next. Further, on the first 
of October, 1910, a £1,500,000 4 per cent loan of 1875, guar- 
anteed by the imperial government, falls due. In addition to 
these, there are two amounts of treasury bills, one of £1,000,- 
000 falling due on the first of February, 1910, and another of 
£500,000 falling due on the first of July, 1910. In the ordin- 
ary course arrangements will have to be effected for meeting 
these obligations. As I have said before, the financial and 
other disturbances which have affected the money market in 
London have rendered it inexpedient for the present to under- 
take any such large operations by way of long term loans. It 
has accordingly been deemed wiser to adopt the expedient of 
short term bills, and negotiations have been carried on with 
the view of providing £3,000,000 for a period of six months 
on the security of treasury bills from the first of January next. 
The operation has been effected at the rate of 33 per cent per 
annum. This will enable us to pass through the period of 
disturbed conditions in England, due to some extent to the 
high bank rate and to some extent to the political situation, and 
we shall then have time to consider whether it will be expedient 
to issue a permanent loan. 

Mr. W. F. Macrean.—Are the treasury bills issued in 
London or here? 

Mr. Fretp1ne.—In London. 


CONCLUSION. 


I have endeavoured, Mr. Speaker, to present concisely what 
I regard as the chief facts and figures necessary to the con- 
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sideration of our financial position. I cannot hope that all I 
have said will be received with universal approval in this 
House, because I know that we look at some of these matters 
from different points of view; but as we have all the same good 
purpose in view, that of promoting the welfare of Canada, I 
am sure that we shall unite in expressing our satisfaction with 
the happy and prosperous condition of affairs in Canada to- 
day. It must be a gratification to every good citizen to see so 
many favourable signs in the outlook of our country. The 
check which came upon us a year or two ago may have served 
a good purpose. Happily it has proved but temporary; hap- 
pily it has not remained with us; and already there is a rapid 
recovery. We have, as we all know, a country of magnificent 
resources. We have known it long; but we have needed two 
things—population and capital. Both of these things are now 
coming to Canada. Population is coming from all quarters of 
the earth. It is coming in a very large degree from the neigh- 
bouring republic, and we rejoice in the character of the inmi- 
grants that country is sending back to Canada. Population is 
coming also from the old world. We can well rejoice 
that this long desired growth of population is coming to 
us. We have also desired capital, and that is coming 
to us too. There never was a time when there was 
more interest in Canadian affairs throughout the world 
than there is to-day, or a greater willingness on the part of 
capitalists to invest in Canada. This is Canada’s growing 
time. We have had growth in population, growth in wealth, 
growth in Canadian unity, growth in national status in the 
eyes of the world, growth in our sense of responsibility as 
citizens of a great empire. In all this growth we have reason 
to rejoice. But, what is better than all, we feel that this is 
but the beginning of greater things to come. To us as trustees 
of the Canadian people has been given the duty of moulding 
the destinies of the Canadian Dominion at a time when it has 
a formative character. Let us see to it, in the midst of our party 
strife, that at all times there rises above all the dominant note 
of a patriotic desire to do whatever is possible to promote the 
progress, prosperity and happiness of the Canadian people. 
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SUPPLY--THE BUDGET 


Hon. W. 8, FIELDING (Minister of Fin- 
ance) moved that the House go into Com- 
mittee of Supply. He said: I am 
sure, Mr. Speaker, that we shall all re- 
joice that the facts and figures which it 
may be my duty to submit to the House 
to-day will help to tell the continued story 
of that progress and prosperity which Can- 
ada has now happily enjoyed for a long 
period. Possibly at some previous times 
there have been some doubts on occasion as 
to whether or not there was that progress 
and prosperity which has beer claimed, 
but if there ever was any difference of 
that kind it certainly does not exist now, 
for on all hands we have the testimony 
that the eondition of Canada is a very 
prosperous and satisfactory one. 


Fiscal Year 1909-10 Revenue. 

The Public Accoursts submitted to parlia- 
ment at the present session were for the 
fiscal year ending March 31, 1910, a period 
which expired a litthe more than a year ago, 
I shall not at this dag occupy much time in 
commenting upon tha operations of that 
year, but there are a fery striking points in 


connection with them of which we may 
well take note in passing. The estimated 
revenue for that year, 1909-10 was $97,500,- 
000, accompanied, however, by a hope that 
under favourable conditions the revenue 
might reach the round mark of $ 100,000,000. 
These favourable conditions did occur, and 
the revenue reached the hundred million 
dollar mark and passed it. The actual rev- 
enue for that year was $101,503,710.93, being 
a little more than $4,000,000 in excess of the 
estimate, $16,000,000 and more in excess of 
the previous year and nearly $5,500,000 in 
excess of the revenue of the record year 
of 1907-8. Thus, so far as the revenue was 
concerned, the operations of the year were 
eminently satisfactory. 


Expenditure, 1909-10. 


If we turn to the expenditure side, We 
shall find an equally satisfactory state of 
affairs. When our revenues have’ been 
buoyant we have felt justified in making 
liberal provisions for the public service, but 
when check upon the revenue, 
Ahen, although it may be only for a time, 
it,is well that we should apply the brakes 


a comes 


to expenditure. In the year 1908-9 such a 
check did come upon our revenue and there 
was a substantial reduction; our revenue 
fell off about $11,000,000. In consequence 
of that, it was thought well to apply: the 
brake somewhat severely to the expenditure 
of the following year. Happily the check 
on our. revenue proved only temporary. 
After a short time the revenue continued to 
grow again, but in the meantime we had 
endeavoured to check the expenditure with, 
I think, satisfactory results. The estimat- 
ed expenditure chargeable to income for 
1909-10 was $81,000,000. The actual expen- 
diture of the year was $79,411,747, or $1,- 
588,252 less than the estimates, and $4,652,- 
485 less than the expenditure chargeable to 
income during the preceding year. In these 
figures we have the evidence that when the 
cheek came upon the revenue, we were able 
to put the check upon the expenditure too, 
and there was a very substantial reduction 
of expenditure in that year. 


Surplus, 1909-10. 


The surplus estimated for the year was 
a generous one, $16,500,000; but with a 
large increase of revenue and a substantial 
dimnution of expenditure, the surplus 
naturally grew to a larger figure, and in- 
stead of it being the sum counted on, the 
actual surplus of the year was $22,091,963, 
which was a record surplus for this 
Dominion. 

Mr. FOSTER. Was that after the pay- 
ment of the sinking fund? 

Mr. FIELDING. Yes, sinking fund is 
always chargeable to income. 

Mr. FOSTER. That was over and above 
that? 


Mr. FIELDING. 
standing. 


Yes, that is my under- 


Capital and Special Charges, 1909- 10, and 
Transcontinental Railway. 


We have to consider now the capital 
and special charges for the year 1909-10. 
In that year we expended $35,971,911.94, 
a pretty large sum, on what is called 
capital and special account. Nearly 
two-thirds of that we provided out of the 
revenue for the year. The balance added 
to the debt was $12,338,267.16. Note that 


in that year we paid out of our revenue all 
the ordinary expenses of what we call con- 
solidated fund, all the charges for railways 
and canals on capital account, all the 
charges for public works on capital ac- 
count, all the charges for railway sub- 
sidies, all the charges for Dominion lands, 
all the charges for militia on capital ac- 
count, all the charges for bounties, and 
also $7,600,000 towards the cost of the 
Transcontinental railway. In that year 
we spent on the Transcontinental railway 
$19,968,000; but we added to the public 
debt only $12,338,267. In this hurried 
glance at the accounts of the year 1909-10 
we shall see that the year was a very pros- 
perous one: first, in the matter of liberal 
revenue; second, in the fact that the ex- 
penditure chargeable to consolidated fund — 
showed a substantial reduction; and, third, 
in the fact that although we spent a very 
large sum on capital account, we were 
able to provide for nearly the whole of it 
out of our revenue, making an addition to 
the public debt which, having regard to 
the large outlay of the year, a very 
moderate one. 


was 


[Fiscal Yeartto10-11- 


Turning now to the year 1910-11, which 
has just closed, we ought to be able to 
estimate a little more closely than usual. 
But it should ‘be remembered that with 
our vast territory, and with the business 
of our country scattered over such a wide 
area, it becomes necessary to allow some 
time to pass for the collection of the ac- 
counts. Some weeks will still elapse be- 
fore we shall be able to close the accounts 
of the year, so that the figures which I am 
able to give at the moment will differ 
materially from the figures which will 
ultimately be included in our blue-books; 
but we can form a fairly close estimate. 


Estimated Revenue, 1910-11. 


I have here a statement of the actual re- 
venue for the year 1909-10 and a correspond- 
ing statement of the estimated revenue for 
the year 1910-11, just closed, which it will 
be understood is necessarily imcomplete 
and is subject to later revision. This 
statement is as follows: 


1909-10 1910-11 
Actual Incomplete. 
Revenue Revenue 


Customs .. $60,156,133 98 $72,704,010 34 


Excise .. .. 15,253,352 65 16,651,118 06 
Post Office . 7,958,547 72 8,642,090 19 
Dominion 
Lands 2,885,999 67 3,023,872 83 
Railways .. .. 9,647,550 69 10,368,596 30 
\iscellaneous. 5,602,126 22 3,276,538 08 
Total $101,503,710 93  $114,666,225 80 


We estimate that when the accounts are 
closed the revenue for the year 1910-11 will 
reach $117,500,0Q). 


Estimated Expenditure, 1910-11. 


The expenditure chargeable to con- 
solidated fund to the 3lst of March is 
$75,590,195.74; but of course many ac- 
eounts have yet to come in, and that 
<um will be largely exceeded. We estimate 
that when the accounts are closed the ex- 
penditure of the year chargeable to con- 
<olidated fund will be $87,000,000. This 
will be an increase over the previous year 
of $7,500,000; but there are one or two facts 
which must be taken into account before 
we regard that as an actual increase. It 
may be remembered that in the last session 
of parliament I spoke of the intention of 
the government to make a change with 
regard to certain items which had been 
charged to capital account. It was, I 
informed the House, our intention that cer- 
tain charges for the militia which had gen- 
erally appeared chargeable to capital, 
should be charged to income account; also, 
that the item of Dominion lands, which 
from time immemorial had been charged to 
capital account, should be transferred to 
income. Then, the naval service might 
properly also be charged to income. On 
these accounts we have for the militia 
$1,289,644, and for the Dominion lands 
$936,171.75. These two items, formerly 
chargeable to capital, are included in the 
charges against income. There is also in- 
cluded the naval service on which we ex- 
pended $1,369,211.94. 
things into account, the transfers from 
eapital to income and the new item for the 
naval service, we will find that the actual 
expenditure of the year has not been 
increased by $7,500,000, but may be round- 
ly stated at $4,000,000. 


If then we take these | 


Estimated Surplus, 1910-11. 


The estimated revenue for the year end- 
ing March 31, 1911, I place at $117,500,000. 
The estimated expenditure chargeable to 
Consolidated Fund will be $87,000,000, and 
this will give us a surplus of revenue over 
the ordinary expenditure of the government 
of $30,500,000. 

There might be circumstances under 
which a large surplus of that character 
would be open to criticism. If it were the 
result of increased rates of taxation, or of 
burdensome taxation, it would be. But 
when, as a matter of fact, our rates of tax- 
ation are lower than before, although, 
owing to the flourishing condition of the 
country the amount collected is much 
larger; when, as a matter of fact, the rates 
of customs taxation are lower, and sub- 
stantially lower, than they were in former 
years; and when this surplus comes to us 
from a system of taxation which is not open 
to the charge of being generally burdensome, 
I think we do well to take the surplus ob- 
tained in this way and use it in paying 
some portion of our capital and special 
charges, which otherwise would have to be 
represented by additions to the public debt. 
By this liberal surplus we are able to pro- 
vide, as I have already shown, for very 
large expenditures which, in the ordinary 
course of events might properly be charged 
to capital and added to the debt. 


Capital and Special Expenditure 1910-11, 

and Transcontinental Railway. 

I have spoken of the revenue, the ex- 
penditure and the surplus of the year. 
This is a surplus on the expenditure that 
is chargeable to income. Let me say a 
word or two with regard to that form of 
expenditure which is known as capital and 
special expenditure. We voted for the year 
just closed, for the Transcontinental rail- 
way, $27,000,000. Our estimate is that the 
actual amount of expenditure for that ser- 
vice for the year will be $24,000,000. We 
shall expend, as closely as we can estimate 
it, on public works, railways and canals 
chargeable to capital, railway subsidies, 
bounties and other minor charges of capital 
and special character, $11,500,000. Add that 
to the $24,000,000 for the Transcontinental, 
and we have an expenditure on capital 


and special account of $35,500,000. If we 
set that against the surplus of $30,500,000 
and the payments into the sinking fund 
of $1,100,000, we find the amount which, as 
the result of the year’s operations, has 
"been added to the public debt. These 
figures show that we have provided for all 
the ordinary services of the government on 
a liberal scale, we have provided for public 
works and railways, railway subsidies, and 
bounties and various services chargeable 
to capital account, and have provided even 
for the Transcontinental railway almost as 
much as was expended in the year, making 
a total of $35,500,000 spent on capital and 
special account, and yet we have added to 
the public debt of the. Dominion only 
$3,900,000. 


Public Debt. 


The debt of the country, as I have had 
occasion to remark previously, is only a 
burden in proportion to the number of 
shoulders to bear it. And if we view the 
debt of Canada in that way, we shall find 
that there is every reason to be gratified 
and no reason to be alarmed. The net 
debt of Canada on the 3lst March, 1910, 
was $336,268,546.33. The estimated increase 
of debt for 1910-11, as I have stated, is 
$3,900,000, which would make an estimated 
net debt at March 31, 1911, of $340,168,546.- 
33. Now, if we apply the net debt of Can- 
ada year by year to the population of 
Canada, we shall have a very clear idea of 
how far the debt of the country is a burden 
upon the public. I have here a statement 
beginning with the year 1891, and showing 
for that year and for the twenty years 
succeeding, the population and net debt 
with the net debt per capita: 

NET DEBT PER CAPITA. 


Net Debt 
Year. Population. Net Debt. per 
Capita. 

1891... 4,844,366  $237,809,030.51 $49.09 
1S O2hr ns 4,889,266 241,131,434.44 49.15 
Ic ae 4,935,748 241,681,039.61 48.96 
1894... 4,983,903 246,183,029.48 49.40 
1895... 5,003,839 253,074,927.09 50.57 
18%... 5,086,061 258,497,432.77 50.82 
1897... 5,141,508 261,538 ,596.46 50.87 
1898.. 5,199,267 263,956,398.91 50.77 
itch ee 5,259,491 266,273,446.60 50.62 
1900... 5,322,348 265,493,806.89 49.88 
1901... 5,413,370 268 480,003.69 49.59 
1902.. 5,537,500 271,829,089 .62 49.08 
1903... .. 5,712,190 261 606,988.87 45.79 
1904... 5,890,066 260,867,718.60 44.29 


Net Debt 
Year. Population. Net Debt. per 
Capita. 

LOO Dai 6,091,136 266,224 166.60 43.70 
1906.. .. .. 6,823,557,  267,042,977.75 - 42.23 
T9070 ner 6,655,904 263,671,859.96 39.61 
S90Se 6,863,500 277,960,859.84. 40.49 
1909... 7,145,040 323,930,279.17 45.33 
1910.. 7,489,781 336 268,546.33 44.90 
1911... 7,785,000  *340,168,516.33 43.69 


* Tistimated. 

Thus it will be seen that while, in a 
young and growing country like Canada. 
there must be from time to time som» 
additions to the public debt, the additions 
in our case have been very moderate, and. 
when considered in proportion to the popu- 
lation of the country are seen to be still 
more moderate. There is another way in 
which to measure the proportionate dim- 
inution of our public debt. Twenty years 
age it would have taken six years revenue 
to pay the net debt; ten years ago it would 
have taken five years’ revenue to pay the 
net debt; to-day less than three years’ 
revenue would pay the whole net debt of 
of Canada. 


Loans Matured. 


Since the date of the last Budget Speech 
(December, 1909), large obligations of the 
Dominion have matured and been dealt 
with. On the Ist January, 1910, the 4 per 
cent Reduced Loan of 1885 for £6,443,136 2s 
9d., or $31,356,595.88, matured and was 
dealt with as follows: $11,915,343.35 re- 
deemed in cash; $8,990,771.45 converted int» 
34 per cent loan 1930-50; $9,603,597.84 held 
in its own sinking funds and cancelled; 
$846,883.24 held in Investment Account and 
cancelled. It will thus be seen that of this 
loan a large portion was redeemed in cash, 
a portion converted, and a portion can- 
celled through the operation of the sink- 
ing funds. 

There was also matured and paid off on 
the 1st February, 1910, £1,000,000 of Treasury 
Bills. 

Notice had ‘been given that on the Ist 
July, 1910, the 4 per cent loan of 1885 for 
£4,000,000 would be redeemed. This was 
a loan issued in the year 1885 at 4 per 
cent, redeemable between 1910 and 1935 
on the government giving six months’ 
notice. As this loan was bearing 4 per 
cent interest it was considered advisable 


to replace it by a loan bearing a lower 
rate of interest. For this purpose a loan 
of £4,000,000 33 per cent stock, redeemable, 
as in the case of other 34 per cent loans, 
on the Ist July, 1950, with the option tu 
redeem at par on or after the Ist July, 
1930, on giving six months’ notice, was 
issued at the issue price of 99 per cent. 
On the Ist October, 1910, the £1,500,000 of 
the 4 per cent loan of 1875-8 guaranteed by 
the imperial government fell due. To pro- 
vide for this maturity, and also for the 
purpose of meeting £3,500,000 .of treasury 
bills, due Ist July, 1910, an issue of £5,000,- 
000 3$ per cent stock, redeemabie on the 
Ist July, 1950, with option to redeem at 
par on or after the Ist July, 1930, on giving 
six months’ notice, was effected at 992 per 
cent on the 5th May last. 
The next maturity to be dealt with is the 
balance outstanding of the 4 per cent loan 
of 1874. This was a loan of £4,000,000 is- 
sued in 1874. <A part of it was paid off, 
and the balarce, £2,500,000, was extended to 
the 1st May, 1907. In April, 1907, a fur- 
ther offer to extend the balance outstand- 
ing for four years, or to the Ist May, 1911, 
was given with the option to convert into 3 
per cent stock. This option expires on the 
30th April, 1911. The amount of the loan 
so far not converted is £1,635,958. This out- 
standing amount will be paid off in cash 
on the Ist May next. 
We have thus cleared off all the heavy 
maturities of the year 1910. Provision is 
practically made for the payment in cash 
on the Ist May next of the loan already 
referred to maturing that date. 
There is to-day no temporary loan of any 
kind outstanding. 


Sinking Funds. 


connection I may say a word 
on the sinking funds. In 
the earlier history of the Dominion it 
was the practice to attach sinking funds 
to all the loans, and, with the excep- 
tion of one small loan there was a 
sinking fund attached to all loans in these 
earlier years. But after the year 1885 that 
policy was changed; sinking funds were 
abolished, and from that time on for many 
years no sinking funds were attached to 
As these old loans matured the 


In this 
subject of 


the loans. 


sinking fund attached to each was found 


a most convenient and advantageous thing, 


and as a result of our consideration of 
the question of re-establishing the sinking 
fund system, sinking funds are attached 
to our recent loans. In the olden times the 
sinking fund was one-half of one per cent, 
except in the case of the imperial guarantee 
loan, when it was 1 per cent. In July, 1909, 
we issued a loan of £6,500,000, 34 per cent 
stock, and to that we attached a sinking 
fund of one-half of one per cent. We also 
extended that sinking fund to two previous 
issues of the same class; one of £3,000,000: 
issued February, 1908, and another of £5,- 
000,000 issued October, 1908; both of these 
being of the same class as the loan of 1909, 


34 per cent stock redeemable 1930-50. We 
have thus fourteen and a half mil- 
lion pounds sterling of recent loans 
which have been brought under the 
operation of sinking funds, and _ the 
additional amount we have put _ into 


the sinking fund by reason of this change 
now stands at $695,024. There was no 
particular demand for this from the money 
market. I have no doubt we could still 
have obtained our loans without sinking 
funds, but I am of opinion that even from 
the money market point of view it was well 
we should restore the policy of earlier years 
and attach sinking funds to our loans. 
We propose, therefore, that as respects loans 
which may hereafter arise, unless some- 
thing shall oceur to change the policy, that 
we shall attach sinking funds to them as 
was done in the earlier history of the Do- 
minion. 

Expenditures which should be defrayed by 

Borrowing. 

In a previous budget speech, I think the 
last one, I discussed the question of what 
I thought was a proper subject for bor- 
rowing: the things which we might rea- 
sonably borrow for, and the things for 
which we should not borrow. Speaking gen- 
erally one may say that the things which 
are chargeable to capital account are usual- 
ly considered the things for which a govern- 
ment may properly borrow. I think, how- 
ever, that we might accept that principle 
only with a modification. I laid it down, 
not as a rule, but as an object at which 
we should aim, that we should only borrow 
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for great and important public works such 
as the National Transcontinental railway. 
I do not mean to say that under no circum- 
stances would we be justified in borrowing 
for other purposes, but my idea was that 
we should endeavour to pay out of revenue 
not only our ordinary expenditure, but 
other expenditures which had formerly been 
charged to capital or special accounts, such 
as our Public Works, Railways and Canals 
capital account, bounties, &c. I thought 
we should endeavour to confine our borrow- 
ing to a great national work like the Trans- 
continental railway and pay all the rest 
out of our revenue. I am glad to be able 
to say that has been done, and that we 
have accomplished more than I set out to 
accomplish in that way. As I have point- 
ed out, in 1909-10 we spent on the National 
Transcontinental railway $19,968,064.31, but 
we only added to the public debt in that 
time $12,338,267, and in the year just clos- 
ing we spent $24,000,000 on the National 
Transcontinental railway, but we shall only 
add to the public debt $3,900,000. I have 
already mentioned that we have made a 
change with regard to certain items being 
charged to capital account. The expendi- 
ture for Dominion lands for a great many 
years was chargeable to capital account 
though the revenue from Dominion lands 
appeared in the ordinary income. We an- 
nounced last session that we would charge 
Dominion lands hereafter to income ac- 
count, also, that portion of the militia ex- 
penditure which for some years had been 
charged to capital account, and also, that 
we would take the new Naval Service un- 
der our care as chargeable to income, and 
not to capital. 


Bounties to be Charged to Income. 


I propose now, in view of the fact that 
the bounties are pretty well running out, 


that that which will remain will not 
be a very heavy charge on the pub- 
lic treasury. I think that from this 
time forward we may adopt the rule 


that all these charges for bounties shall 
hereafter be charged to income and not 
charged to capital or special account. 


Bounty Statistics. 


With regard to these bounties, as they 
have been the subject of very much dis- 


cussion of late in one form or another, I 
may give the House some information con- 
cerning them. I think that the bounty sys- 
tem dates back as far as 1883. In the ses- 
sion of 1883 the first bounty legislation with 
regard to iron and steel was passed. At one 
time we granted bounties for the encourage- 
ment of the beet sugar industry, but they 
ceased a good many years ago, and were not 
renewed. In 1884 we began paying bounties 
for the production of manufacturing indus- 
tries, and we have thus for 28 years been 
assisting in one form or other the iron and 
steel industry by way of bounties. Thé 
following table gives the amount paid for 
bounties during the year 1910, and the 
year 1910-11 to 3lst March, which however 
is incomplete: 


Bounties. 1910-11 to 

paid during 31st Mar. 

1910. (Incom- 

plete.) 

Pigg Oe ae eae es $573,995 $261,434 
Steel sche de 695,722 350,456 
Manufactures of steel 538,812 468,461 
MGaAdio nth ow 340,542 138,913 
Manila fibre.. 61,507 37,288 
Crude petroleum .. . 203,589 147,814 
Totals. $2,414,171 $1,404,366 


In the case of the bounties on pig iron, 
steel and puddled bars, the bounties ex- 
pired on the 31st December. There is an 
exception to that, however, in the case of 
iron produced from Canadian. ore by the 
process of electric smelting. It was pro- 
vided when the last extension of bounties 
occurred, that as respects that particular 
form of industry the bounty should be ex- 
tended to the 31st of December, 1912. So 
far as I am aware, however, no operations 
have been carried on under that provision. 
The bounty on rolled round wire rods which 
has been carried on expires on the Ist July, 
1911. The provisions of the present statute 
giving a bounty of 75 cents per 100 pounds 
on lead contained in lead-bearing ores 
mined in Canada were extended to the 30th 
June, 1913, the amount of the bounty being 
limited to $500,000 in each calendar year. 
That bounty, therefore, has some time to 
run. There is a bounty of three-eighths of 
a cent per pound on manila fibre used in 
the manufacture of binder twine, due to a 
discrimination by the United States in the 
Philippine Islands by which the manufac- 
turers of manila fibre in Canada were 
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obliged to pay a duty which their American 
competitors were not obliged to pay. That 
bounty is not limited as to date. There is 
also a bounty of 14 cents per gallon on 
erude petroleum which was established on 
the revision of the petroleum duties some 
ago, and there is no limitation 
as to date. Since the inception of the 
bounty system in 1884 to the 3lst March 
last the total sum paid in bounties has 
amounted to $21,031,700, as follows: 


years 


TOTAL BOUNTIES PAID—1884 to 1911. 


Pig inon) © oi Sara we $7,707,648 
Puddled iron “bars” +3 113,674 
Steel .. 6,706,990 
Manufactures of steel— 
Wire rods . ARE hie 2,541,711 
Angle beams fe. ar hy ere 101,264 
Lead .. ee Ws 1,610,733 
Manila fibre.. aaeN at 8 huge a 243,254 
Crude petroleum oaievuestea ates 1,911,075 
Beet root sugar 93,284 
Law costs... 2,067 
Thtaliveres $21,031,700 


Trade Statistics. 


I do not desire to present any elaborate 
system of statistics at the present time, yet, 
| think it would be well that I should, in 
4 few striking figures, indicate the great 
progress which we are still able to note in 
the trade and financial affairs of Canada. 
| propose to give you figures briefly only 
for three periods—1900, 1905, 1910—so that 
we may at a glance see something of the 
“reat progress which has been made. I, 
therefore, beg to present the following 
statement: 


TOTAL TRADE OF CANADA. 


—— = = . —— = 
| 
ane Total 
Y I bec! t Exports Total 
ear. ar, aa cad a) Froxn Trade 
ST a Canada. | 
| ae a eS ees 
3 $ $ 
1900 4.4 sucean 189,622,513 191,894, 723. 381,517,236 
1905 ........| 266,334,417 203, 316,872, 470,151,289 
1910 .. saree 418,730,764 309,682,431 728,41 3 105 
j 
Mr. FOSTER. Does that statement in- 


clude coin and bullion? 


Mr. FIELDING. 
total imports includes everything. 
to present a few figures now 


The statement of the 
I pro- 
with 


pose 


regard to trade with Great Britain and 
these will not include coin and bullion. 


Mr. FOSTER. Merchandise only. 
Mr. FIELDING. Yes. 
TOTAL TRADE WITH GREA 


AT BRITAIN. 


ey SEs augueee 
522 oad Sees af 
ay Sac a de ae 
oo at | =o Ase eS 
Bog | BSE (8e4e5¢ 
. mse a0 Se 6 nO" 5 
Year. 2a) Oa Homoadge. 
as 2d oO Se Br las 
pe) ° » Sm j- 2 2 
Asa ma } 3 2 eQ sn 
oo ORS istckSERS 
2.63 a3 5 SRS5022 
qe 7OR 66 a2 BOM 
4 a 1a 

$ 3 $ 
1900 ...... 44,279,983] 96,562,875 140,842,858 
LOQD eas 60,342,704| 97,114,807 157,457,571 
WHO S64 101,068,534) 145,505,186 246,573,720 


These figures of our trade with the world 
and our trade with Great Britain give us 
at a glance some idea of the tremendous 
expansion of our business. For the year 
1910-11, to the 28th February, an incom- 
plete return representing only eleven 
months, our total trade was $687,376,352. 
For the corresponding period of the previ- 
ous year it was $610,577,981, showing, on a 
statement for eleven months, an increase 
of $76,798,000. So, it will be seen that 
the figures which I have given for the 
periods 1900, 1905 and 1910, may still be 
reasonably applied to the trade currents of 
the year; we have every evidence that they 
are still increasing. 


Fiscal Year, 1911-12. 


For the year 1911-12, 
have just entered, one can only speak 
generally. It is impossible tu make esti- 
mates with any degree of accuracy and 
in all my experience in budget speeches I 
have though it better to be general in this 
respect. Let me say, however, that we have 
no reason to fear that this year will not be 
in every respect a satisfactory one. The 
estimates now before the House call for a 
liberal expenditure and we shall still have 
supplementary estimates to come which no 
doubt will add materially to the bill of 
fare. But, we have every reason to believe 
that the revenue will-be abundant and thaé 
we will find it sufficient to meet all our 
ordinary expenditures and also a share of 


upon which we 


the expenditures of a capital and special 
character. 


Conclusion. 


We know that in a country which is So 
largely agricultural as Canada very much 
depends upon the condition of the crops, 
and no man can at this date fore- 
shadow what that condition may be, but 
we have no reason to doubt that the bless- 
ings of Providence in respect to generous 
crops will be extended to us in this 
year as in the past. We think that the out- 
look in every respect is one that should 
sive us much hope. Desirable immigrants 
coming in. J emphasize the word 
‘ desirable’. We have surely reached that 
stage in our affairs now when it is quality 
rather than quantity that we want in regard 
to immigration, and we have good reason 
to believe that the Department of the 
Interior is using every legitimate effort to 
see that the immigrants who are coming 
into the country are of the best class. We 
are getting capital in abundance. Popula- 
tion and capital are the two things that a 
new and growing country need, and the 
country has every reason to be satisfied with 
its condition in this respect. With every 
prospect for business activity, with every 
eround for hoping for good crops, with 
trade and commerce flourishing, with the 
outlook so good generally, we have every 
reason to look with confidence to the future. 
There are those who will say: That being 
the case, let well enough alone. 


Some hon. MEMBER. Hear, hear. 


Mr. FIELDING. I say that is not a 
sound motto for any country in this pro- 
gressive age. The business man never 
accepts the motto to let well enough alone. 
In the time of his greatest activity and his 
greatest prosperity he is looking for oppor- 
tunities to open up new fields of business, 


are 


and as it is with the individual so it 
should be with the nation. ‘Let well 
enough. alone’ has never been the 
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motto of the Dominion of Canada. 
In all times past, when we have had a: 
prosperous condition of affairs, when my 
predecessors in office were able to make 
statements perhaps hardly so rosy as that 
which it is my pleasure to make to-day, but’ 
nevertheless hopeful and encouraging 
statements, they were not content to let 
well enough alone, and why should they 
preach that doctrine to us to-day? If we- 
are to adopt that policy let us cease build-- 
ing railways, abolish our subsidies to 
steamship lines and cease to send trade 
agents to foreign countries. We are seek- 
ing new markets everywhere; our steam-- 
ships run to all countries, many of them: 
heavily subsidized; we are sending our’ 
trade agents over the civilized world; we 
are doing everything that is inconsistent 
with the policy of ‘let well enough alone’ 
because when things are going favourably 
that is not a reason for doing nothing, it 
is rather a reason for being alert to avail 
ourselves of cther opportunities. We need 
new markets in all directions. We nee 
them for the surplus products of Canada 
as it is to-day, and we shall need them in 
even greater degree for the vaster surplus 
of Canadian products to come to us from 
the great west in the near future. For 
these reasons we have endeavoured to en- 
large our markets in all directions and it 
did not seem to be wise, while we were 
sending agents to Africa and China and 
the distant. parts of the world, to close 
our eyes to the opportunities lying much 
nearer home. Into that I do not wish 
to enter to-day. 
Every prospect for 
bright and hopeful. With peace and pro- 
gress and prosperity at heme, with the 
friendliest relations with the great repub- 
lic lying alongside of us, with the warmest 
attachment to the great empire of which 
we are so proud to form a part, the Cana- 
dian people can look forward to the future 
with every hope and every confidence. 


Canada to-day is 
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WAYS AND MEANS—THE BUDGET. 


Hon. W. T. Wurre (Minister of Finance) moved that the 
House go into Committee of Ways and Means. He said: Mr. 
Speaker, for the first time it becomes my privilege to present 
the annual statement of the financial affairs of the Dominion, 
commonly known as the budget speech, and I trust, Sir, that 
standing as I do in the place of so many distinguished and 
experienced predecessors—myself a new member of the House 
and with but a limited experience in office—it may not be 
deemed unfitting if I request a reasonable degree of indulgence 
in the discharge of the important and responsible duty which 
now devolves upon me. And, at the outset, I desire to con- 
gratulate the House and the country upon the abundant pros- 
perity, which, under Providence, this great Dominion continues 
to enjoy in ever-increasing measure. In these congratulations, 
I am sure that all the members of this House, irrespective of 
party affiliations, will heartily join as loyal and patriotic Cana- 
dians rejoicing in the welfare of our common country. Under 
the cireumstances of the present session, it is necessary in 
considering the finances of the Dominion, to cover three periods, 
namely, the fiscal year 1910-11, the fiscal year 1911-12, and 
the fiscal year 1912-13. 


Fiscal Year 1910-11. 


As the accounts for the year 1910-11 were not finally closed 
when the budget speech of 1911 was delivered by my predeces- 
sor on April 4 last, an estimate of the result was placed before 
the House. Since then the accounts have been completed and 
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issued and have been made public for some time, so that a 
review need not be of an extensive character. The fiscal year 
1911-12 nominally closed on the 31st of March, but an exten- 
sion of at least a month is necessary to complete the payments 
for the services of that year. It will be some time after that 
before the accounts are finally closed, and the ultimate outcome 
is a matter is estimate, based upon experience and a knowledge 
of the characteristics of the various services for the period yet 
to elapse. The estimates for the fiscal year 1912-13 have been 
"placed before the House and supplementary estimates have yet 
tc be brought down. It will be obvious that with regard to a 
year not yet begun there can be no such reasonable certainty 
of approximate calculation as exists in the case of the current 
year. Reviewing now more particularly the several periods 
under consideration, and beginning with the year 1910-11, it 
will be found that the general financial results for that year 
did not materially differ from the anticipations of the last 
budget speech. Dealing, in the first place with what is known 
as Consbliduted Fund, or what might be regarded as the ordin- 
ary revenue and ordinary expenditure of the country, it will 
be found that the actual revenue for 1910-11 amounted ‘to 
$117,780,409.78, against an estimate of $117,500,000, and the 
expenditure to $87,774,198.32, against an estimate of $87,000,- 
00. The following tabulated statement shows the result :— 


REVENUE AND EXPENDITURE—CONSOLIDATED FUND, 1910-11. 


| é AC Greater than Less than 
| Actual. Estimated. Estimated. Estimated. 
eo ee a ee ee = 
$ cts. $ | $ cts. $ cts. 
Revenuer-mraowmays cers 117,780,409 78 117,500, 000 280.409 78 
Expenditure......... 87,774,198 32 87,000,000 774,198 32 
Surplus t sels tat 30,006,211 46 30500000 inE EER Suet oko 493,788 54 


The difference between the ordinary revenue and ordinary 
expenditure—$30,006,211.46—was available for what have 
been known as capital and special charges. 


Revenue 1910-11. 


I should like to point out to the House that the revenue 
for the year 1910-11 was a record figure, and it may assist 
us to some extent to appreciate the increase in the revenue in 
recent years to say that this revenue of $117,780,409.78 is 
more than double the revenue received in 1901-02. The 
expenditure of $87,774,198.382 is more than double that of 
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the year 1899-1900. The sources from which the revenue of 
the year was derived and the amount from each respectively, 


— 1909-10. | 1910-11. Increase. 

8 cts. $ cts. $ cts. 

Customs PER TOOR, Care eee 60,156,133 98 72,965,394 46 12,809,260 48 
Excise Seasiee avies gaa ate Ness 15,253,352 65 16,869,837 36 1,616,484 71 
Post Obick? 2. eo ae | 7,958,547 72 | 9,146,952 47 1,188,404 75 
Railways he ERE A 9,647,550 69 | 10,249,391 94 601,841 25 
Miscellaneous:4 72236 wes eee x | 8,488,125 89 | 8,548,833 55 60,707 66 
TGGAL coco tee ec teee 101,503,710 93 | 117,780,409 78 16,276,698 85 


It will appear from this that of the total consolidated rev- 
enue fund 62 per cent was derived from customs and 14 per 
cent from excise, that is to say these two services accounted for 
over three-fourths of the revenue. In the case of customs the 
increase over the previous year was at the rate of over 214 per 
cent. Excise and post office revenue increased at the rate of 105 
per cent and 15 per cent respectively. On the total revenue the 
rate of increase was 16 per cent. The increase in the customs 
revenue of course arose from the increased importations for the 
year. 

The total imports entered for consumption in 1910-11 were 
$461,951,318. The amount of increase over the previous year 
wag $86,118,302. The average rate of duty on these imports, 
both dutiable and free, was 16-145 per cent. The average rate 
of duty on dutiable goods entered for consumption in 1910-11 
was 25-797 per cent. I may say that very little change has 
taken place in these average rates in recent years. 

The revenues from excise are mainly derived from spirits, 
tobacco and malt. In the case of each of these there was an 
appreciable increase over the revenues derived in 1909-10. 
Although the total consumption has increased to some extent it 
does not appear that the per capita consumption has increased 
materially. 

With regard to post office and railways the revenue shows 
a substantial increase due to the general increase in business 
throughout the country. 


Expenditure 1910-11. 


We turn now to the expenditure for the year. On account 
of consolidated fund it reached the sum of $87,774,198.32. 
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That was an increase of $8,362,451.20 over the expenditure for 
the previous fiscal year. This is a fairly large increase but I 
think it only fair to say that in 1910-11 there were included in 
consolidated fund expenditure certain items which in preceding 
years had been made a charge against capital. These items 
were: militia, $1,372,405.09; Dominion lands, $976,024.94. 
To these may be added expenditure upon naval service, which 
was of a new character, and amounted to $1,790,017.16. In 
uddition to the expenditures which I have mentioned and which 
are so-called Consolidated Fund expenditures, that is the ordin- 
ary running expenditures of the country, there were very large 
and substantial outlays charged to capital and special accounts. 
In detail these were as follows: 


National Transcontinental Railway.. .. .. .. $28,487,986 19 
Other railways, canals and public works.. .. 7,364,977 19 
Railway subsidies: <.. 0) dmc | oseclen ereerie rem Oe SORTA. 
Bowmties).5. 66 lacie ne wk el Oe eet au GORA 
Various miscellaneous items, including cost of 
TONS... os. <a be te ee ee Oe ee at oe COLO La So 
Total: 3. wh athe Ree eel Ae Si ee ODT aSOEOO) 


Relation of Bounties and Railway Subsidies to Capital Account. 


I do not propose to criticize any of these amounts that have 
been charged to special account, but I wish to make the observa- 
tion—and I am glad to learn that my predecessor was finally led 
to come to the same conclusion—that bounties in my judgment 
should have been charged to consolidated fund expenditure. 

There is another item to which exception might be taken, 
but I do not take exception to it now because, to be frank, I am 
uot quite clear in my own mind with regard to it, that is the 
item of railway subsidies. I am aware that not only with the 
late government, but with preceding governments, there has 
been a practice of charging to special accounts, in the nature of 
capital accounts, railway subsidies, I suppose upon the theory 
that these subsidies are a benefit to railways and railways bene- 
fit the country for years to come, and that consequently railway 
subsidies might be looked upon as, in a sense, a contribution 
to what might be deemed national assets. There is very much 
to be said for that view and there is a clear distinction not only 
in private but in company and, I believe, in national finance 
between capital expenditure and ordinary expenditure. I be- 
lieve that sometimes that has been disputed, but I think it can 
hardly be seriously disputed. In national finance we have to 
expend very large sums of money upon great undertakings, 
such as government railways, canals and terminals, public build- 
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ings of a costly character for national use which may be truly 
designated and described as permanent assets, and which will 
remain for the benefit of the nation practically for all time, or 
at all events for a great number of years. Now it would seem 
to me very unreasonable that out of the revenues for the year 
we should expect to meet the expenditures upon national under- 
takings such as I have described, and, therefore, so far as my 
judgment goes it is proper that there should be a distinction 
observed between capital expenditure and consolidated fund 
expenditure. That distinction has been observed, I-think, not 
only by the late governments, but by practically every govern- 
ment since confederation. 


Results of Year 1910-11. 


Coming back to the fiscal year under consideration it will 
be necessary in order to arrive at the net result of its operations 
to set off against the capital and special expenditures which I 
have mentioned, amounting to $35,022,430.29, the excess of 
revenue over running expenses, commonly called surplus, 
amounting as above stated to $30,006,211.46, also the expen- 
diture on account of the investments for sinking funds which 
represents an outlay for the purchase of securities to be retain- 
ed practically in our own hands. The expenditures for sinking 
fund are made from the consolidated fund account, and amount 
to the sum of $1,203,416.40. Then there were sundry refunds 
to the amount of $39,296.73, making a total of $31,248,924.59. 
Now deducting this amount from the total capital and special 
expenditures, which I have given of $35,022,480.29, it will be 
found that the net debt of the Dominion was increased as 
the result of the year’s operations, that is to say the operations 
of the year 1910-11, by the sum of $3,773,505.70. I must say 
that I regard that from the financial standpoint as a satisfactory 
condition : it shows how the very large capital and special expen- 
ditures were substantially met by the revenues of the year. 
The increase of debt, namely, $3,773,505.70 is certainly not 
large. It may be properly described, I think, as comparatively 


small. 
Fiscal Year 1911-12. 


I come now to revenues for the year 1911-12. Nominally 
the year will end on the 31st March current, but under the pro- 
visions of the law a period of three months is allowed for finally 
closing up the year’s business, which period, I understand, has 
been gradually cut down in practice to about a month, so that 
it will be over two months before the books are finally closed. 
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Estimated Revenue 1911-12. 


I will, however, endeavour to give an estimate, or to indi- 
cate my anticipations, with regard to the outcome of the year. 
Up to the end of February we received by way of revenue the 
sum of $120,645,616.85. To this must be added the revenues 
of the current month, and also the revenues attributable to the 
current year, which will be received after the 31st March and 
during the period which I have mentioned, because it takes 
some time to finally close the accounts in a country of such 
large distances as we have. Now basing my estimate upon 
what was received for the corresponding period of last year, 
with a proportionate increase in keeping with the increases of 
the past few months, I anticipate that for the current fiscal 
year, when the books are finally closed, the revenue will reach 
a total of $136,000,000. 


Some hon. Mrmerrs. Hear, hear. 


Mr. Wuirr (Leeds). I am very glad indeed to hear hon. 
gentlemen on both sides express their appreciation of this 
estimate of $136,000,000. If the estimate is correct, and I 
believe it will be found to be substantially so, it is a matter of 
congratulation to both sides of this House and to the public, 
that the abounding revenues of this country have kept up as 
they have. As I say, we must drop party affiliations in connec- 
tion with the budget and rejoice in the welfare of our common 
country. 

Estimated Expenditure 1911-12 and Surplus. 


Up to the end of February, 1912, there has been an expen- 
diture of $77,145,824.97, an increase of $6,557,953.20 over 
the corresponding expenditure at the end of February of last 
year. The supplementary estimates have been laid to-day on the 
table of the House, and taking them into account, and the 
requirements for the balance of the fiscal year, 1 think it will 
be found when the books are closed that the payments on 
account of the consolidated fund will approximate the sum of 
$97,000,000. The estimated revenue for the current year, 
with which I am now dealing, being $136,000,000, there will 
therefore be a surplus of consolidated fund revenue over con- 
solidated fund expenditure of $39,000,000, available for capital 
and special outlays. I am sure I can. congratulate both the 
House and the country upon what is undoubtedly a record year 
for the Dominion. I do not know how to quite share that con- 
gratulation up, but as my right hon. friend (Mr. Borden) came 
into power on the 6th of October, and my right hon. friend the 
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leader of the opposition was in power prior to that date, there 
is probably glory enough to go round, and it would be the judg- 
ment of Solomon that each be entitled to one-half, at all events 
te a part of the credit for the return which I am now presenting 
to the House. 


Mr. Betayp, Let us say one-tenth. 


Mr. Wutre (Leeds). Of course we must not forget that 
we must give due credit to Providence, to our great natural re- 
sources, to the rich fertility of this wonderful country, to our 
vast stretches of agricultural land, to our mines, our forests 
and our fisheries, and we must not overlook the people of this 
country and their character and energy, and enterprise and 
ability. Having done that, whatever glory may be left, what- 
ever credit may be attributable in any measure to legislative 
agency, let us apportion it, as I have suggested, let us divide it 
up-half and half.’ 


Capital and Special Outlays 1911-12. 


The capital outlays for 1911-12 have been extensive on 
account of the large undertaking now being carried on. It is 
estimated that the capital and special outlays for the Trans- 
continental railway, for the differents railways, canals and 
public works, for railway subsidies and for the various other 
items in the category, will total $34,000,000. 

To this must be added whatever is paid to the credit of 
the Receiver General on trust account by way of implementing 
in cash the guarantees, under the terms of the National 
Transcontinental Railway Act and the Act of this session in 
this regard. Assuming that amount to be in round figures 
$5,000,000, the total will be increased to $39,000,000. 

Now let me say with regard to this large amount of $5,- 
000,000 which, as I say, will be paid into the credit of the 
Receiver General in trust, that I considered very carefully 
whether we would be justified in deducting that from the con- 
solidated revenue fund, that is to say, in paying it out from the 
running expenses of the year as distinguished from capital 
and special charges, and I came to the conclusion that it would 
not be quite fair to do so. True, it is in the nature of a loss, 
a loss that the country must pay; on the other hand, it may be 
regarded as analogous in some measure to a railway subsidy ; 
and as I desire to be absolutely fair in the presentation of the 
budget, I came to the conclusion that it would be better to treat 
the $5,000,000 as a special account, as if it were analogous, 
so to speak, to a railway subsidy. Therefore I add the $5,000,- 
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000, which will be paid to the credit of the Receiver General 
in trust, to the $34,000,000 of capital and special expenditure 
which I have mentioned, and I reach a total of $39,000,000. 


Reduction of Debt. 


Now, taking the revenue of the year, which I have men- 
tioned, and taking this capital and special expenditure of $39,- 
000,000 into consideration, on this basis the net outcome of the 
year would be a reduction of the debt by $1,150,000, on the 
following computation :— 


IRGVENUWO: ovis: <oc: (Sae cpemaeeie rr eae ee ee EDL OO. O00LO00 
Addvsinkine fimd:s wo pe ccc ae oe ener 1,150,009 
$137 ,150,000 
Consolidated Fund expenditure.. .. ..$97,000,000 
Capital and special expenditure... .. 39,000,000 
— 136,000,000 
livcohitantoey cove CENA te on ap oq a sa cas cant JSG 


Now, Mr. Speaker, what does this mean? It means that 
out of the abounding revenues of this country, we shall provide 
for the ordinary current expenditures of the Dominion, for all 
those large capital outlays which I have mentioned, and which 
this growing country has required during the year for services 
of every kind, and at the same time that we shall be able to make 
a reduction of the public debt to the extent of $1,150,000. That 
means, we have more than paid our way, and our surplus has 
been such that all capital and special charges have been ex- 
tinguished. Now I am aware that exception may be taken to 
a statement of that kind. It may be said that the surplus is 
too large, that it is not proper that we should be able to pay off 
all the current expenses of the year, and at the same time take 
care of such a large capital expenditure as has been made dur- 
ing the past year. Personally I am in favour of a substantial 

urplus, and I give the House my reasons. 

In the first place, we are not certain that we shall always 
have the present prosperity. I trust we shall, and every hon. 
gentleman in the House trusts we shall; and I see no reason 
whatever to suppose that there will be any change in the imme- 
diate future, or even for some years ahead, so far as I can fore- 
see. I see no reason for believing that the present prosperity 
will not continue. But at the same time there is always the 
possibility and therefore I think it well that the country 
should have such a revenue in excess of the current expenditure 
that we may take care to some extent, and even in large measure, 
of the capital expenditures which are necessary in the construc- 
tive period of a country such as this. Now if we had to borrow 
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for all such capital expenditures the national debt of this 
country would be greatly increased, and if the national debt 
were greatly increased it would follow, it seems to me, that our 
national credit might be to some extent impaired. None of us, 
IT am sure, would like to see that. Not only so, but if there 
should come, by any chance, in the distant future an adverse 
period, when times are not as prosperous as they are at present, 
it would be well indeed if we should have the credit of the 
country at the highest possible standard in order that we then 
might be able to borrow. Because I believe in national finance 
that we should provide for capital expenditures in times not only 
of prosperity but in times that are not prosperous, when money 
is cheap, when great national undertakings may be cagried on by 
the use of the credit of the country, because that helps us to 
tide over a period of depression; and if the money is wisely 
expended you have national assets, you have the national under- 
takings from money obtained upon the strength of that credit. 


Fiscal Year 1912-13—Estimated Revenue and Expenditure. 


Now coming to the fiscal year 1912-13, which begins on the 
1st day of April next, at this date, of course, it is impossible to 
do more than state in general terms the prospects as to the rev- 
enues on the one hand and the expenditures on the other. With 
regard to the former, there appears to be every hope that during 
the fiscal year 1912-13 they will show an appreciable advance 
over the estimated amount of $136,000,000, for the current 
fiscal year. As to the expenditures, the main estimates for 
1912-13 have been before the House for some time. They 
amount to $149,789,677.68, composed of $104,119,304.86 for 
consolidated fund service and $44,870,372.82 for capital outlay. 

These expenditures will be increased, of course, by the sup- 
plementary estimates to be brought down. I expect to bring 
these down probably in the course of a couple of weeks. It is 
possible, also, on the experience of the past, that further sup- 
plementary estimates may be brought down later in the year 
when parliament again meets, but, of course, I have no certainty 
as to that. Between the total estimates for all services for 1912- 
13, therefore, and the anticipated revenue of the same year, 
there would be an appreciable, even a large, deficiency to be 
provided for. But it must be borne in mind there is a difference 
between estimated and actual expenditure. That is well illus- 
trated in the case of the last fiscal year. Experience shows that 
of the total amount estimated, very considerable sums lapse. 
That is the experience of every year. In some years, of course 
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there are more lapses than in others ; variation takes place 
according to the closeness of the estimates and the ability 
to expend in the respectives cases. For example, take the 
year 1911-12. The estimates already voted amount to 
$156,079,538.78. These were the estimates of the late govern- 
ment partially adopted by this government last fall. If we add 
the supplementary estimates which I have to-day laid on the 
table amounting to $2,600,000, we find the total—the appropria- 
tions for 1911-12—to amount to $158,679,538.73. The anti- 
cipated expenditure for consolidated fund services and all capi- 
tal and special outlays, is as I estimated, $131,000,000, show- 
ing the very large amount of upwards of $27,000,000 which will 
remain unexpended, and will lapse. Therefore, notwithstand- 
ing that the total amount of the main estimates for 1912-13 is 
$149,789,677.68—which, I may say, is less by $8,000,000 than 
the total appropriation for the present fiscal year and which we 
shall have to supplement by estimates this session and by 
further estimates, as I have said, in the coming fall—I feel 
confident that at the end of the present fiscal year the revenues 
of the country will have proven sufficient to meet not only the 
current expenditures, but to provide at least a part, and, I 
believe, a substantial part of that class of expenditures which 
have been known as capital or special expenditures and for 
which, so far as the capital expenditures at least are concerned, 
the government would be justified in borrowing. 


Provision for Public Works and Transportation. 


It will be observed in connection with the estimates for the 
coming fiscal year that very liberal expenditures have been 
provided for. We are in the growing period of the nation and 
the government must do its part. The increase of our trans- 
portation facilities, improvements of and extensions to our 
canal and railway systems, the deepening of our harbours and 
waterways, the construction of adequate terminals at our great 
ports—all these with other necessary minor public works are 
the proper subject of public expenditure; and I believe that 
for these purposes generous appropriations will be approved by 
the people of Canada. The greatest problem we have to-day, 
in my judgment, is the problem of transportation—to give our 
people access to the markets of the world. We have to-day a con- 
gested situation in the west. There was a late harvest. The 
railways have been overtaxed. Hon. gentlemen representing 
the west and indeed hon. gentlemen on both sides of the House 
are anxious that we should provide more railway accommoda- 
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tion for the west, more spouts—to use a common expression— 
for. the western traftic. The government is committed to the 
project of building the Hudson Bay railway. The Canadian 
Northern Railway Company is extending its transcontinental 
line to Vancouver. The Grand Trunk Pacific Railway Com- 
pany, part of the National Transcontinental system, is pushing 
on to Prince Rupert. In time, we shall have the opening of the 
Panama canal. Questions will arise as to moving the wheat 
to the west and providing terminal facilities for that traffic. 
Great capital expenditures will be required to provide facilities 
both on the Atlantic and on the Pacific. We must provide 
adequate expenditures for all these purposes. And if, as I have 
said, the money is expended wisely and economically, I believe 
that any government of Canada at this stage of the country’s 
development will have the hearty support of the people in 
making those expenditures. 


Public Debt. 


Now, I have dealt with the three fiscal years with which it 
was necessary I should deal in presenting to the House the 
financial affairs of the Dominion. I come now to the question 
of the Dominion debt. The net debt of Canada, as at 31st of 
March, 1911, was $340,042,052.03. This figure is arrived at 
by taking the gross debt, which amounts to $474,941,487.42, 
and deducting therefrom the assets amounting to $134,899,- 
435.39. These assets are as follows:— 


Sinking funds.. .. 02 o-, ge eelhee ne ee esi OLE, 820° 90 
Sundry investments. . ee ee ee ee! vO DOL kee 
Province accounts.. .. Pee! tars 2,296,429 12 
Miscellaneous ae banking: accounts..:.. .. 16,940,258 65 
Specie reserve... ©. .. «+ «+ « Set et Se 74,472,977 17 
Claas... 50's esi scale Se Ree ee os 2,491,093 35 
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The estimated population of Canada on the 31st March, 
1911, as revised by the Census office, was 7,158,000, so that 
the net debt per head at that date amounted to $47.51. 


Sinking Funds, 


The sinking funds in this list represent, of course, pur- 
chases made of our own securities in the market in connection 
with the sinking fund attached to the several loans. They are 
held by trustees for the Dominion. Pe rrsonally, I believe not 
only in connection with municipal or provincial finance, but 
also in connection with national finance, that a sinking fund 
should be attached to every loan. I know it may be said that 
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the credit of the Dominion is so high, the resources of the 
Dominion are so great, that we do not need a sinking fund. 
But my judgment is that it would be an unwise policy not to 
attach a sinking fund to every loan. I believe my predecessor 
took the same view—I am not quite certain as to that—but if 
he did, I am glad to agree with him; for a sinking fund puts 
in process the liquidation, to a certain extent at all events, 
of every loan; the financial position is improving continually 
by reason of the sinking fund. 


Specie Reserve and Note Circulation. 


Just a word as to our specie reserve. The House will 
observe from this statement that on the 31st March, 1911, we 
held the large sum of $74,472,977.17 in gold. That gold is 
held at the several offices of the Receiver General throughout 
Canada. In connection with our savings bank and our Post 
Office savings department, we are obliged by law to keep a 
reserve of 10 per cent. In connection with the note circulation 
of the Dominion—that is Dominion ones, twos, fours, and 
soon to be, five dollar bills, and notes of the larger denomina- 
tions—we require by our legislation to keep gold reserves, not 
to the entire amount, however, outstanding, but for the first 
thirty million dollars of note circulation we require to keep 
25 per cent in gold or in securities of the Dominion guaranteed 
as to principal and interest by the Imperial government. As a 
matter of fact that 25 per cent is held in gold. So that we 
have $22,500,000 of free money for which there is as security 
the credit of the Dominion. But against the $7,500,000 which 
is not free money, which forms part of the $30,000,000 and is 
all the outstanding circulation in excess of the $30,000,000, we 
hold dollar for dollar in gold. The basis, therefore, substan- 
tially, of the Dominion note circulation is gold and in so far as 
the banks of Canada hold Dominion notes as part of their assets, 
the basis is also gold. It is just as if they had the gold instead 
of the Dominion notes. Under the Bank Act we are required 
to keep at the several offices of the Receiver General notes for 
gold and gold for notes. The process is continually going on of 
exchanging gold which we receive from the banks for notes 
going out into circulation among the public and for what are 
known as ‘legal tender’ as between the banks in making their 
clearances. That process is going on all the time and the only 
reason I have adverted to it is not because I am not aware that 
most of the members of the House are entirely familiar with the 
facts, but that some may not have turned their minds upon it, 
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may not have obtained the information, and they may be inter- 
ested to know that the basis of our circulation, in so far as the 
Dominion is concerned, is not its credit, although its credit is 
high, but substantially gold. 


Loans Matured. 


Now, I come to the question of loans. It is probably within 
the knowledge of most members of the House that for some 
years past Canada has been passing through a period in which 
her loans, contracted at earlier dates, have been maturing and 
provision has had to be made from time to time for their re- 
newal, or to meet the maturities. Under normal conditions this 
would not be a difficult task for a country with the high stand- 
ing and credit in the markets of the world of Canada. A loan 
to which I desire briefly to refer was placed upon the market by 
my predecessor in November, 1908. The year 1908, succeeding, 
as it did, the very trying year of 1907, was, I understand, a 
rather difficult year in which to finance, and instead of issuing 
the standard security of the Dominion, my predecessor, in Nov- 
ember 1908, when a loan fell due issued, in order to meet this 
and some other obligations, a short date loan of £5,000,000. 
The rate of interest was 33 per cent. It was effected in June, 
1908, and was repayable on the 1st of May, 1912. In connec- 
tion with that loan, an offer was made to the holders of con- 
version into 8 per cent inscribed stock due in 1938 and a portion 
amounting to £120,850 was so converted. A portion held in the 
sinking fund of another loan was cancelled and there remains 
a total of £4,681,870 12s. 4d., to be provided for on the 1st of 
May. For some time past, or ever since last fall, although it 
is usual to make provision not more than two or three months 
beforehand, we have been closely watching the London money 
market, expecting a favourable opportunity of making a flota- 
tion. The conditions at the end of 1911 were decidedly adverse. 
International complications were thought to be threatening last 
fall, and in consequence, there began a withdrawal of gold. In 
order to meet the situation, the Bank of England, following the 
practice adopted in cases of the kind, advanced the bank rate to 
4 per cent. At the close of the year we had the Bank of England 
rate at 4 per cent, while the European situation was anything 
but reassuring. The market improved somewhat for a portion 
of the year, but the outlook was still unfavourable. We were in 
constant touch with our financial agents, the Bank of Montreal, 
and as soon as the Bank of England rate dropped, as it did 


18 


recently to 84 per cent, and especially in view of the fact that 
labour conditions looked rather threatening, we decided to make 
an issue for the purpose of refunding and taking up that £5,- 
000,000 short loan, to which I have referred, upon maturity. 
Accordingly, we issued on the 24th of February last upon the ~ 
London market, a prospectus. We had underwritten this loan 
at 98, that also being the issue price. I cannot help but con- 
gratulate the government and the country, especially in view of 
recent occurrences and their probable effect, at all events, upon 
the immediate future, that we were able to obtain under such 
unfavourable conditions such a good price as 98 for our 34 per 
cent standard security. This security, as I have indicated to 
the House, is what we call the 1930-50 security, that is, it 
matures in 1950, with the privilege reserved to the government 
tc redeem at any time after 1930. 

Shortly after the loan had been underwritten and offered 
to the public, the strike of the miners broke out in Great Bri- 
tain, and that strike is still hanging gloomily over the entire 
economic and financial situation. My own opinion is (it is 
only an opinion) that it must be speedily adjusted, but never- 
theless it will be some time before its effects disappear, so far 
as the financial world is concerned. Therefore, I feel parti- 
cularly fortunate—although I claim no merit except in acting 
promptly upon the advice of our fiscal agents—I feel that we 
are particularly fortunate in having placed our loan at the 
time we did. So far as the market reception of the loan is 
concerned, the public took thirty-five per cent, and sixty-five 
per cent remained in the hands of the underwriters. Now, it 
is possible to draw an altogether improper conclusien from the 
amount of securities which are left in the hands of the under- 
writers. Of late years there has rather grown up a habit in 
Great Britain on the part of the ‘public, of waiting, in some 
cases, at all events, until after the public issue, in the hope 
that a comparatively large amount may be left in the hands 
of the underwriters and with the expectation in consequence 
of obtaining the securities offered at a somewhat lower rate. 
I believe, in connection with the last six million pounds sterling 
loan of the Dominion (a very large loan issued some two or three 
years ago) forty-three per cent was taken by the public and 
the balance left with the underwriters, although shortly after- 
wards this security went to a premium. In this case, I believe 
our loan is at a slight discount to-day, which means, of course, 
that the price, having regard to conditions, was all that we could 
have hoped to obtain. 
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Mr. Neszirr. Will the minister state whether that 98 was 
net or not? 

Mr. Wuire (Leeds). 98 was the price at which the securi- 
ties were underwritten and offered to the public. From that 
98 must be deducted, as has been the case in connection with all 
our loans, the expenses of underwriting and all the other ex- 
penses connected with the issue which will, without doubt, 
be considerable. The question is often raised as to whether 
loans should be underwritten at all, and I have heard the query 
on more than one occasion as to whether undue commissions 
are not paid in connection with underwriting. Let me say 
to the House, as most hon. members know, underwriting is 
simply insurance. It is absolutely necessary that loans should 
be met when due, and as we must have the money for this 
maturity on May Ist, if we had to rely only on public subscrip- 
tion for this loan, we could never be certain that the money 
would be available at that date. No man, I do not care who he 
is, can foretell the market. One man’s opinion may be a little 
more valuable than that of another, but nobody can foretell 
whether the public will or will not take an issue of securities. 
Not only that, but conditions may intervene which may change 
the whole financial situation almost over night, and have a 
profound bearing upon the question of whether or not a loan 
will be taken by the public. 

Mr. Neszirr. I do not at all question the action of the 
Finance Minister in that respect. 

Mr. Wuire (Leeds). I am very glad to have the assurance 
of my hon. friend on that point. My own view is that under- 
writing—and I am glad my hon. friend (Mr. Nesbitt) agrees 
—is absolutely necessary in order that the money will be avail- 
able at the time it is required. Now, it is no doubt within the 
knowledge and observation of the House, that high grade, low 
interest bearing securities are not in the favour they once were. 
A few years ago only, the standard security of the Dominion 
was a three per cent security, but now it is a three and a half 
per cent. security. Hon. gentlemen know what a great fall has 
taken place in the price of English consols, which are certainly 
among the best, if not the very best, securities in the world. 
What has been the cause? Is it that the credit of Great Bri- 
tain is less high than it was; is it that the credit of the Domin- 
ion of Canada is less high than it was a few years ago? What 
is the cause for the increase in interest which nations must now 
pay in order to obtain the money required by them? My own 
opinion is that good times have a great deal to do with it. 
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Mr. Macrean (South York), What about bonused stock ? 

Mr. Wuirr (Leeds.) We will come to that in a minute. 
Good times, the demand for money all over the world, the more 
general investment in industrial enterprises; these are the 
chief factors, I believe in the increase in the rate of interest 
and in the fall that has taken place in the price of high-grade 
low interest bearing securities. Then, in addition to that, there 
is the matter referred to by my hon. friend from South York 
(Mr. Maclean), there are the opportunities for investment in 
many other fields, and notably, let us say, tramway companies, 
railway companies, electrical companies of various kinds, the 
bonds of which seem to, and as a matter of fact do, give first- 
class security at a higher rate of interest than can be obtained 
by investment in municipal, provincial, or government securi- 
ties, while, at the same time, they afford a greater prospect for 
appreciation. I think, too, that with the increase of wealth, 
people not only desire to obtain a higher rate of interest, but 
they are willing to take a little more risk. At all events, many 
factors enter into the situation; the demand for money, invest- 
ment in railway and tramway and electrical companies, and 
other industrial companies; all these various undertakings and 
enterprises have entered into competition with the high-class 
securities of the world, and the result is that these high-class 
securities have fallen to a certain extent in price. 


Railway Securities Guaranteed by the Government. 


I shall deal now with one other matter, which has been fre- 
quently talked about and which it is in the interest of the Do- 
minion should be discussed. It has been pointed out that the 
guaranteed securities, the securities of railway companies 
guaranteed by the Dominion, do not stand at as high a figure 
on the London market as they should, having regard to the price 
at which the Dominion’s own securities stand. As I pointed 
out recently to the House, a guaranteed security never sells at 
quite as high a rate as a security which is a direct liability of 
the guarantor, and, notwithstanding that the guarantee of the 
Dominion in connection with these securities is unconditional 
and absolute, it cannot be expected that they will sell at as high 
a price as the securities of the Dominion, which constitute a 
direct obligation. In addition to that the Dominion securities 
are trustee investments, and the securities of a railway company 
guaranteed by the Dominion are not trustee investments. The 
result is that the securities of the Dominion are in demand by 
trustees, who control immense sums of money in the old world, 
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whereas the same conditions do not apply with regard to the 
loans of railway companies guaranteed by the Dominion. 

Mr. Macrxan (South York). What is about the net differ- 
ence in price ? 

Mr. Wuirr (Leeds). Take, for example, the case of the 
Grand Trunk Pacific, because it was with special regard to the 
Grand Trunk Pacific that I brought the matter to the attention 
of the House. The Grand Trunk Pacific securities are 3 per 
cents, and they are selling at, I think, from 80 to 82. That of 
course seems a very large discount from par. Our own secur- 
Aties which we have sold on the market at 98 are 3} per cents. 
In order to make the comparison, therefore, we must put the 
Grand Trunk Pacifies on a 34 per cent basis. For my own 
satisfaction, I had this caleulation worked out, and I found that 
a rate of 82 on a 38 per cent security 50 years maturity, is about 
the equivalent of 94 on a 34 per cent basis. 

Mr. Mactean (Halifax). What is the rate of the Canadian 
Northern Ontario loan? 

Mr. Wuirr (Leeds). The Canadian Northern Ontario 
enaranteed by the Dominion, was issued at 93 on the London 
market at a time when the Canadian Northern Alberta, 
which was guaranteed by the Dominion government, was 
quoted at 934 to 944, and there was in that amount, I 
should think, about one point of accrued interest so that 
the issue of Canadian Northern Ontario guaranteed by the 
Dominion was just about on a parity with the Canadian North- 
ern Alberta guaranteed by the Dominion. If you have a quota- 
tion on the London market, we will say, of 93 or 94, for a guar- 
anteed security, and if you have a quotation of, we will say, 
100 for a Dominion security, if you offer to the public any con- 
siderable abount such as £5,000,000 or £7,000,000, you must 
reduce from the nominal quotation one or two points, that is 
obvious. With a nominal quotation at par, we will say 100 
or 1004 or 101, there is usually a narrow market, but when you 
come to put on a large amount offered to the public you must 
reduce that quotation by one or two points. The Canadian 
Northern Ontario was put on to the public at about 93 and 
having regard to the quotation of the Canadian Northern 
Alberta guaranteed by the Dominion at the time, it seems to me 
that the figure, so far as the offer was concerned, was fair and 
reasonable. 

Mr. Mactan (Halifax). Was the government guarantee 
of the Canadian Northern Ontario railway issue all made at one 
and the same time, that is the whole $35,000,000 ? 
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Mr. Wurre (Leeds). Under the legislation of last year, the 
securities of the Canadian Northern Ontario Railway Company 
for the line of railway between Port Arthur and Montreal a 
total of 1,016 miles, securities to the amount of £7,000,000 
were mharees to be issued by the railway company bearing 
the guarantee of the Dominion government. The legislation 
provided for the execution of a trust mortgage in the usual 
form providing for the issue of the securities. It is usual in 
connection with a trust mortgage such as that to provide that 
the securities may be sold and the money paid in to the credit 
of the Receiver General of Canada to be paid out from time to 
time as progress certificates are presented, approved -by the Rail- 
way Department, for the purpose of meeting the expenditures on 
the line. Therefore, so far as the ieeisaen is concerned, 
the Dominion’s guarantee attached to the entire issue of 
£7,000,000. 

Mr. Macrean (Halifax). My question was whether the 
government were justified in attaching their guarantee to the 
hole issue at one time and giving that large amount to the 
public. There was possibly a danger that that $35,000,000 
issue of bonds of one railway company guaranteed by Gannde 
might hurt the general credit of the country for general pur- 
poses. I want to know if the minister does not think this should 
be done at different times ? 


Mr. Wurre (Leeds). My hon. friend does not quite under- 
stand the situation. The £7,000,000 bonds guaranteed loan 
of the Canadian Northern Ontario Railway Company was not 
placed upon the market by the Canadian Northern Railway 
Company. It was sold to a London house for a net figure of 
903. I need not now delay to show that if the amount of 
commission which usually runs from 2 per cent to 23 per cent 
is added to the 90% an issue price of 93 is reached. 

Mr. Macrean (Halifax). I am not objecting to the 
amount realized. I think I am correct in stating that under 
the statute authorizing this guarantee, authority was given to 
the Minister of Finance to use his discretion as to whether or 
not he should attach the guarantee for the whole amount at 
one time or to different amounts at different times. There was, 
of course, a possibility of danger to other Canadian borrowers, 
in placing the whole amount on the market at one time. 


Mr. Wurre (Leeds). My hon. friend, I think, has not 
read the trust mortgage as carefully as he should have done. 
Tf he will read the trust mortgage he will find that the securi- 
ties belong to the railway company and are to be sold in such 
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amounts at such a premium or at such a discount to such persons 
as the railway company may determine, subject only to the 
approval of the Minister or the Government. Bear in mind that 
these are the securities of the Canadian Northern Ontario 
Railway Company and that the Dominion is guaranteed as 
against its guarantee by the guarantee also of the Canadian 
Northern Railway Company which is a different corporation. 
Now what is the position? It is in the interest of the Cana- 
dian Northern Ontario Railway Company to get the highest 
possible figure for their securities ; the direct liability is the 
liability of the Canadian Northern Railway Company and 
the contingent liability is the liability of the Dominion. 

Now, the negotiation for the sale of the securities is not 
with the Finance Minister but with the railway company, and 
without going into all the papers which have been asked for by 
my hon. friend, and which will be brought down, let me say 
that the Canadian Northern Ontario Railway Company, de- 
sirous of having funds in hand to carry out without delay this 
great enterprise so much needed, especially by the west, of 
constructing a through line of 1,016 miles from Port Arthur 
to Montreal, in view of the international situation existing last 
fall which I have mentioned, and in view of the fact that they 
have borrowed large sums for construction already entered upon 
and other expenditures to a large amount in connection there- 
with, came to the conclusion that it was m their interest, in 
order to ensure that the money would be available for the con- 
struction of the line, to accept the offer which was made to them 
by a prominent and strong house in Great Britain to purchase 
the entire £7,000,000 of their securities guaranteed by the 
government, with payments to come in over a period of two 
years as they might be required for the construction of the line. 
Now, my hon. friend (Mr. Maclean) has called attention to the 
large amounts; let me point this out to him: If he had looked 
at the legislation under which this trust mortgage was executed 
he would have ascertained that the rate of issue is about $35,- 
000 per mile. Now, what does that mean? It means a very 
expensive, a very costly, construction. It means an expensive 
right of way, and expensive construction along the north shore. 
The Dominion guarantee on the Prairie Section of the Grand 
Trunk Pacific is $13,000 per mile. 


Mr. Nessrrr. I am not objecting to that. 


Mr. Wnrre (Leeds). What I want to point out to my 
hon. friend is this: That for every mile of Canadian Northern 
Ontario railway line of construction, almost three times the 
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amount would be required, as far as the government’s guaran- 
tee securities are concerned, that would be required for one mile 
of the Prairie Section of the Grand Trunk Pacific. Now, the 
Canadian Northern Ontario Railway Company estimate that 
this year, probably in the next few months, they will spend 
from $15,000,000 to $20,000,000 upon this line, working at 
it at various points acquiring their right of way and construct- 
ing their line. Let me ask my hon. friend if the judgment of 
the president of that company in selling his securities at the 
time he did has not been abundantly justified in view of the 
economic and financial situation as we see it in Great Britain 
to-day? It is of the utmost importance to this country that 
this line should be built. If that issue had not been made, if 
these securities had not been sold, the Canadian Northern 
Ontario Railway Company would have been delayed and ham- 
pered in its operations in building its line of 1,016 miles from 
Port Arthur to Montreal. It is in the interest not only of the 
province of Ontario, but of the Dominion of Canada as a 
whole, west and east, that this line should be built without any 
delay whatsoever. As a result of the sale of the securities by 
the president of the Canadian Northern Railway Company at 
the figure mentioned and on the terms which I have indicated, 
the money for the construction of this line is available from 
month to month as construction proceeds so that there will be 
no delay whatsover; and I am sure from information in my 
office, which I am sure will satisfy my hon. friend, this line 
will in all probability be completed some time next year at the 
latest. 


Mr. Lator. Does the government retain any control in the 
amount actually expended per mile ? 


Mr. Wutrs (Leeds). Let me explain that to my hon. friend. 
A contract is entered into for a certain standard of construction 
in connection with these lines, and when the guaranteed secur- 
ities are sold, the money is paid into the credit of the Receiver 
General with certain banks. As construction proceeds, accounts 
are paid out not exceeding $35,000 per mile, in this particular 
case from those proceeds upon certificates of expenditure ap- 
proved by the Railway Department, through its engineers, so 
that in that sense the government does retain control. In other 
words it retains control of the funds until satisfied that the 
money has been expended for the purposes for which it was 
authorized. 
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Maturing Loans. 


I have gone quite a distance afield, and I must return to the 
question of our loans. On Ist October next there falls due a 
sum of £1,235,000 of the 4 per cent loan issued in December, 
1907, for which care will be taken to provide on the date of 
maturity. It may be of interest to this House to know that 
only two loans will then remain to be provided for until 1930, 
or during the next 18 years. Of these two loans, one is a 4 per 
cent loan of 1878, guaranteed by the Imperial government for 
£1,700,000, and a 3% per cent loan of 1914-19, so called, of 
£6,000,000. The former is due on the 1st October, 1913, and 
the latter between 1914 and 1919, on the government giving 
three months’ notice. I have thus indicated to the House the 
financial position of the Dominion so far as the maturing of 
loans is concerned and I must say it appears to me, as I am 
sure it does to the House, having regard to these maturities, to 
be satisfactory. 


Capital and Special Expenditures. Transcontinental Railway. 


Now I come to another matter in which I bespeak the 
attention of the House as it deals with the Transcontinental 
railway, or at least the eastern division of that line, and I 
have thought it well when dealing with the liabilities of the 
Dominion and our future maturities, to advert briefly to this 
portion of the Transcontinental which is our chief national 
undertaking at the present time. The heavy cost of the eastern 
section of that railway, so greatly in excess of the estimate of 
the late government might prove, and I know it has proved to a 
certain extent, somewhat disturbing to the House and to the 
public. Up to the 31st March, 1911, there had been expended in 
eash upon this undertaking the sum of $95,422,533.44. For the 
current year it is estimated that the outlay will amount to about 
$22,500,000, so that at the end of the present fiscal year the 
Dominion will have expended nearly $118,000,000. Now, in 
view of this large outlay, and I think probably that at least 
$100,000,000 additional will be expended before completion, I 
have thought it advisable in the financial interest of the Domin- 
ion to present a statement of capital and special expenditures 
from 1904 onward, that being the first year of the expenditure 
on Transcontinental railway account dividing them into outlays 
on the railway on the one hand and on the other the capital and 
special outlays for other purposes. Against these I have set the 
increase and decrease of debt for the respective years, and from 
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the statement it will be found that from the year 1904 to the 
31st March, 1911, Canada expended $95,422,533.44 on Na- 
tional Transcontinental railway account. On other capital and 
special expenditures the outlay amounted to $123,362,714.56, 
or a total capital and special expenditure of $218,785,248. I 
am giving this statement not from any partisan standpoint, but 
in the interest of the Dominion, because I do not desire that 
there should be any disturbance or misgiving with regard to the 
very large amount of capital expended upon this road. 

I have said that during these years, the total capital and 
special expenditure was $218,785,248. During that period the 
increase of debt was $78,435,063.16. If to these figures we add 
the estimated results of the operations of the year 1911-12, we 
have the following: 


Estimated outlay for Transcontinental rail- 


way to Marchssl, 1912 seen eet een ent T Ooo Ho oLad 
Other capital and special expenditures.. .. 134,862,714 56 
Total estimated expenditure.. .. .. . $252,785,248 00 

Total estimated increased debt during the 
period from 1904 to March 31, 1912.. .. 77,285,063 16 


I desire to say, both to those of our own Dominion, and to 
those in Great Britain, if there be any, who have felt misgiv- 
ings as to the very large amount of estimated expenditure upon 
the eastern section of the National Transcontinental and the 
burden entailed upon the country in consequence, that I think it 
will be reassuring, completely reassuring, to know that, great 
as the cost has been, and will be, a large proportion of that cost 
for the past, has been and for the future, (if conditions continue 
- as I believe may very well be expected), will be liquidated from 
the surpluses of consolidated revenue account and will not be- 
come a charge upon the future. I think we are all glad that 
we are able to make that statement. The following is the sum- 
mary of the capital and special expenditure, to which I have 
referred: 
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CAPITAL AND SPECIAL EXPENDITURES. 


National Trans-| Other than | Increase or 
Year. | continental | N.T.C. Total. Decrease 
Railway. | Railway. of Debt. 
| 
$ $ $ $ 

BOOS: SeCRTT VIE: 4 6,249 40) 16,635,965 53| 16,642,214 93)— 739,270 27 
ye ee ee 778,491 28 14,705,964 63) 15,484,455 91) 5,356,448 00 
See oe caer) 1,841,269 95 14,195,730 82) 16,037,000 77 818,811 15 
Ea es Bane ee Rane 5,037,867 50) 8,698,109 98) 14,235,977 48] — 3,371,117 79 
Hi: 1s Regi Badean culephasest: pi 18,910,253 58! 17,026,974 70| 35,937,228 28) 14,288,999 88 
WE cess ci 44h 24'892'351 23 24.484,940 68| 49,377,291 91| 45,969,419 33 
tC TGR ie: a eB 19,968,064 31| 16,015,962 27) 35,984,026 58) 12,338,267 16 
Folie. ON 23,487,986 19} 11,599,065 95) 35,087,052 14) 3,773,505 70 
95,422,533 44. 123,362,714 56) 218,785,248 00) 82,545,451 22 
— 4,110,388 06 
78,435,063 16 
1911-12 (Estimated).. 22,500,000 00) 11,500,000 00} 34,000,000 00) — 1,150,000 00 
117,922,533 44) 184,862,714 56) 252,785,248 00} 77,285,063 16 


Trade Statistics. 


I come now to the consideration of the trade of the Domin- 
ion. And I am sorry that I have occupied so long a time in this 
speech. But I must leave a part of the blame at least, with 
my hon. friend, the junior member for Halifax (Mr. Maclean) 
for introducing matters which, if not irrelevant, at least are 
of a kind that I would rather have dealt with some other day. 


Mr. Mactean (Halifax). The hon. member for South 
York (Mr. Maclean) is the man to blame for that. 


Mr. Wurre (Leeds). But the hon. gentleman (Mr. Mac- 
lean) Halifax, is such a genial member that I bear him no ill- 
will, by reason of the interruption, especially as it is possible 
that the information I gave may have been of service and of 
interest to the House. Now, as to the trade of the Dominion: 
According to the statistics our trade continues to show sub- 
stantial increase. For the first ten months of the present fiscal 
year, our total trade was $711,199,802, as against $634,431,- 
075 for the corresponding period of the last fiscal year. The 
comparative figures for the past three years are as follows :— 


Year. 


Total Imports 
into Canada. 


Total Exports 
from Canada. 


Total Trade. 


> $ $ 
1909 -2cc8 duet t ge Noe eee een ene 309,756,608 | 261,512,159 | 571,268,767 
1910... Sakae ee ees 391,852,692 | 301,358,529 | 693,211,221 
1911 4 3, OSE a eet fae ee eee | 472,247,540 | 207,196,365 | 769,443,905 


It is interesting to note that the volume of our trade has 
just about double since 1900. A noticeable feature in connec- 
tion with this expansion is that, while the imports have in- 
creased in that time by almost 150 per cent the exports have 
increased by only about 55 per cent. In all the main lines of 
produce the exports have increased except in the one principal 
iiem, ‘ animals and their products,’ which shows a decline, due, 
1 have no doubt in large measure to the greatly increased de- 
mand of the home market. The following comparative figures 
will be of interest as showing the increase of our trade with 


the mother country in the last five years :-—— 
TRADE WITH GREAT BRITAIN—MERCHANDISE ONLY. 


Imports for eee 
Pineal ear consum ption ales oo Aggregate 
+ ; from Great Britain Trade. 
Great Britain. a 
$ $ $ 
O08) er aneamce., thes mlm aor er acess $4,417,314 134,477, 124 228,894. 438 
GOS Tee ere eo re a eh eer 70,682, 101 133,745,123 204,427,224 
NOLO Me ennai tere OL onmee 95,336, 427 149,630,488 244, 966, 915 
OT eae ase Recs Oho sett a eric a .| 109,934,665 136,962,971 246,897,636 
9 months ending Dec. 31, 1911........ 85,046,132 126,733,235 211,779,367 


Now, I wish to touch very briefly on the question of immi- 


eration. 
Mr. Lemieux. 


interrupt the hon. minister. 


Mr. Wurre (Leeds). 
as follows :— 


May I ask if the hon. gentleman has the 


figures of trade with the United States? I do not wish to 


If he will merely place the figures 
on ‘ Hansard,’ that will be all I desire. 


I have the figures here. 


They are 


TRADE WITH UNITED STATES—MERCHANDISE ONLY. 


Tmports for con- Exports " 
Fiscal Year. sumption from to aaerceets 
United States. | United States. < 
3 | $ $ 
1908 ).7.1 camer neh ees ron etocoeen eermvacs 204,648, 885 96,920,138 301,569,023 
1909.7 cme cream ee 170,056,178 91,022, 387 261,078,565 
pith Ci eres srserrra: Ope races 217,502,415 | 110,614,327 328,116,742 
TOT ess a eee ees 274,844,858 112,208,676 387,053,534 
9 months ending Dec. 31, 1911.. 244,190,508 83,495, 234 327,685,742 
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Immigration. 


I was about to deal with immigration. The figures of 
immigration for the past three years are as follows :— 


Great Britain Other countries a! 
Year. and | except sabe d Total. 
Ireland. | United States. e 
nn | ee a fe pe eee 
| 
| 
VOOR AG hie Sesh x eee cs 52,901 | 34,175 59,832 146,908 
TORI caw Met se 59,790 45,206 103,798 208,794 
TT ET ig eee ae ee: 123,013 | 66,620 121.451 311,084 
Mad oes pe wean 235,704 146,001 285,081 666,786 


I am sure it will be gratifying to us all to have this stream 
of immigration flowing into this country. I think we depend 
for our continued prosperity in this country upon continuous 
immigration of the right sort and upon a continuous flow of 
British money. Therefore, we should use every effort, as we 
do now, to promote the flow of immigration into Canada, and 
also to enhance the credit of this country in the money markets 
of the world, that these two great forces, joined with the enter- 
prise, energy and character of the Canadian people, may 
develop the great natural resources of this country. 

Now, it will also be gratifying to observe that of this im- 
migration 235,000 are of our own kinsman from Great Britain 
and Ireland. I have no doubt that the immigration from other 
countries is much of it desirable; it comes of the hardy races, 
they are men who will take hold here and become part of our 
Canadian citizenship, and assist in our development. I believe 
myself in the absorptive and assimilating power of a country 
such as Canada, and I have no fear that these men, coming as 
they do from hardy races—though I believe in a selected immi- 
eration—will make good citizens and good Canadians. In 
regard to the United States, 285,081 immigrants came in 
during the last three years from the republic to the south, and 
111,706 came in during the ten months of the present fiscal 
year. In my belief these are most excellent settlers. They are 
intelligent men, they are experienced farmers, they have capital, 
they have enterprise, they have character. They know what to 
do, they go at once to work, and they are good farmers, and add 
greatly to the productivity of our country. It is gratifying to 
me that we have such a stream of these settlers coming from the 
great republic to the south. They are men who have sold their 
higher priced farms in that country, and have come here to 
acquire lower priced lands, though equally good, if not better, 
and who will do their part in the development of our great 


west. 
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Now in connection with immigration, let me say that while 
in the west the land has been the lure, and of course is the great 
attraction to the home seeker, at the same time I am glad to say 
that it is the policy of this government to encourage immigration 
to the other provinces of Canada. My hon. friend the Minister 
of the Interior (Mr. Rogers), has been taking the matter up 
with the several provincial governments with a view of bringing 
in desirable immigrants suited to the purposes of each province. 
There is much to be done in the way of intensive farming in 
the eastern provinces, much to be done in the way of dairy 
farming, much to be done in the way of fruit farming. In addi- 
tion to all that, one of the great needs of the farmers of this 
country is intelligent help on the farms of the east, because we 
know that the east has been drained to a large extent to build 
up the west. An intelligent immigration policy directed to sup- 
plying as far as possible the great needs of eastern farmers, to 
procure for them the help which they require on their farms, 
will be a great boon to them, and I think will be much appre- 
ciated. 

Now, I have some statistics here as to railway mileage, as 
to our chartered banks; their deposits and discounts, as indicat- 
ing the prosperity and advance of the country during the past 
two years: 

RAILWAY MILEAGE. 


The railway mileage reported in operation on the 30th June, 1911, was 
25,400, or about double what it was in 1889, and an increase of 669 miles 
over the previous year. The statistics of the Railway Department indi- 
cate further nearly 1,600 miles of railway in actual operation on the 30th 
June, but officially regarded as still under construction. In addition, the 
department says it may be fairly assumed that 2,500 miles were surveyed 
and located, or in process of being surveyed, on the 30th June last. 

For the year ended 30th June, 1911, the volume of freight traffic 
showed an increase of 7-2 per cent over the previous year. 


BANK STATISTICS. 


As evidencing the remarkable progress of the country over decades 
the following statistics with regard to chartered banks may be of interest 
to the House and the country. 

Deposits by the public in Chartered Banks— 


On June SO; 1SSD ee rct eetaiiare oe es ais tO apace DE So OOOMIOD. 
TSO Si esicc cist ee ost se Gia een eis wee Lao OoS O16 
y TOO cera iepneise tse felt Micke Meer ition Inches ues OL SL GOTO 
se MOLI Soe eer ot hy eee Se ey lascae eee Tale 408 
On January 31, 1919; Notas .. 913,784,136 
Discounts of the Chartered Banks e Canada 
On June SOI SST sceeaee . «- $134,118,252 
SOUS 5c aimivrer tial Lele’ Iie Rte ame 0, Coa 4GL 
as W90D Ps aie tee eon die Tee aun RAI LEE RL OO SOE 
¥e 3h eeeeenae ron do HOTA uunchee kre Sty MAL) 
On January 31, 1912... BA. cat vatericanal” Ge ULSINt cele eee OO 02 as OL ee 
Paid-up Capital es ani 
On June SO; AI8SIC Ree asters aol is Baie: igen SNORE DRDO OA IO G 
; TROLS 1s, coe oh eee ee ee ee 60,742,365 
ss DOOM Gh Se el Si tech rote oc oe kee EO ODO AAS 


os DGS. bore da too ba, ao oo do do oo! SHIA Se 
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No Tariff Changes. 


Now I come to the question of the tariff. In view of the 
legislation of this session providing for the creation of a Tariff 
Commission, whose duties it will be to obtain and submit for 
the information of the government evidence and data from 
which the question of customs duties may be considered with 
greater certainty of knowledge than has been possible in the 
past, we have no tariff changes to propose at the present session. 

There have been, of course, many request for such changes 
and much could doubtless be said in favour of legislation with 
regard to certain articles and commodities either by way of 
reduction or increase in tariff rates, but in our judgment there 
is no case of such urgency as may not without harship await the 
consideration of the commission. The inadvisability, also, of 
lightly interfering with the tariff in times of such prosperity as 
we now enjoy must be patent to all. 

Mr. Macpvonatp. Do I understand that my hon. friend 
does not mean to propose any resolutions in regard to the tariff 
bounties on iron and steel ? 


Mr. Wuire (Leeds). My hon. friend understands cor- 
rectly that it is not my intention to propose any resolutions 
in regard to the tariff or bounties. 


Reciprocity. 


Now I shall advert briefly to the matter of the reciprocity 
proposals. The economie and political feature of the past 
year was the rejection by the Canadian people of the reciprocity 
agreement negotiated with the United States by the late govern- 
ment. This subject has been so fully discussed, not only in 
Canada, but in Great Britain, and the United States, that I 
shall content myself by saying that the causes for rejection were 
both economic and national. In a period of the greatest pros- 
perity our people were naturally loth to enter upon an experi- 
ment the alleged advantages of which appeared to them, to say 
the least, dubious. With the great growth and development of 
Canada under the policy of protection to the farmer as well 
as the manufacturer, the people came to fully realize the advan- 
tages of their home market and of our interprovincial trade 
built up at enormous cost of energy and capital on lines ren- 
dered necessary by the economic conditions under which the 
country has developed during so many years of growth and 
progress. That they also feared the loss of their fiscal inde- 
pendence was clearly apparent. The rejection implied no 
hostility on their part to the great republic to the south. On 
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the contrary, I believe the relations between the two countries 
will continue in the future as in the past to be of the most 
friendly and neighbourly character. 


Conclusion. 


It will, as I have said before, be gratifying to all that the 
material prosperity with which we have been so highly favoured 
still continues to be our portion. Despite the serious vicissi- 
tudes through which the western wheat crop has passed and 
the unusual heat experienced in the province of Ontario during 
the past summer, the field crops of Canada show a bountiful 
yield and with the high prices prevailing for practically all its 
products the great basic industry of agriculture continues in 
a flourishing condition. Almost every department of trade 
and commerce shows expansion. Our mines are wonderfully 
productive. Our coast fisheries, notably the Atlantic, have 
enjoyed a good catch and high prices. Our manufacturers are 
thriving and new midueies are springing up throughout the 
whole Dominion. Railway construction, especially in the west, 
proceeds apace, preparing a way for settlement in districts 
not yet opened up and for trade with other markets than 
we now enjoy. Our increased bank deposits, clearings and 
circulation, the amount of public and private building evi- 
denced in municipal and business structures, extensions to 
manufacturing plants and residences in almost every part of 
the country, all attest that the general prosperity of Canada at 
the present time is very great. 

Our Dominion continues to be the land of hope nia promise 
to the home seeker. During the last year, as before shown, 
our immigration from Europe and the United States reached 
an average of nearly a thousand a day, bringing their capital, 
their intelligence and their energy to assist in the great task 
of developing the resources of Canada and building up her 
nationality. Much has been said in the past with which I 
am in accord as to the selection of immigration as far as pos- 
sible with an eye to the quality and character of our future 
citizenship. Notwithstanding the large stream of immigration, 
labour conditions are good and extreme poverty, from any 
reason other than incapacity or direct misfortune, is hardly 
known. 

Under the favourable conditions which I have described, 
and with every prospect for their continuance, the future of 
Canada looks bright indeed. In the enjoyment of peace, plenty 
and prosperity her energetic, loyal and patriotic people look 
forward with hope and expectation to an ever great and greater 
future. 
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DELIVERED BY 


HON. W. T. WHITE, MP. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, MONDAY, MAY 12, 1913. 


WAYS AND MEANS—THE BUDGET. 


Hon. W. T. WHITE (Minister of Finance) moved that the 
House go into Committee of Ways and Means. He said: Mr. 
Speaker, it is usual to give a few days’ notice of the budget, 
and it was my intention to have conformed with that practice 
and to have brought it down on Thursday next, giving notice 
to-day. I have learned that it will be necessary for me to leave 
the city for possibly a few days or longer on account 
of the very serious illness of a member of my family 
circle and, in consequence of the lateness of the date 
in the session and by the courtesy of the right hon. leader of 
the Opposition (Sir Wilfrid Laurier), to whom I am much 
indebted, and my hon. friend from Halifax (Mr. Maclean), 
who will follow me, I have decided to bring down the budget 
to-day, and in doing so I shall probably facilitate the business 
of the House. 

On this oceasion of my second presentation of the annual 
statement of the financial affairs of the Dominion it again 
falls agreeably to my lot to extend my most hearty congratula- 
tions to the House and the country upon the prosperous condi- 
tions which it continues to be our good fortune to enjoy. 


FISCAL YEAR 1911-12. 


The Budget Speech of 1912 was delivered on March 13, 
and as our fiscal year ends on March 31, it will be necessary 
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for me, following the usual practice of the past, and before 
dealing with the current year, to review the results of 1911-12 
as disclosed in the completed accounts which, with the report 
of the Auditor General, have now been public for some con- 
siderable time. On the whole the estimate of the year’s opera- 
tions was fairly well borne out. Taking first the revenue, the 
total receipts for the year ended March 31, 1912, reached the 
sum of $136,108,217.36, or a little over $100,000 more than 
I estimated in my statement to the House, and an increase 
over the revenue of the previous year of $18,327,807.58. 
This large increase, representing about fifteen and a half per 
cent of the revenue of 1910-11, was fairly evenly distributed 
over the several months of the year. For the information of 
the House I submit herewith in tabular form’ a comparative 
statement showing the total revenue for each of the two preced- 
ing fiscal years, the sources from which derived and the amount 
and increase from each respectively 


CONSOLIDATED FUND: REVENUE. 


— 1910-11. 1911-12. - Increase. 

$ cts. $ cts. $ cts. 

Customs sence ntereeseere ...-| 71,838,088 46 85,051,872 18 13,213,783 72 
Eixuise S8i22esast fee 16,869,837 36 19,261,661 97 2,391,824 61 
Rost Office wei nsaeeeeter ee 9,146,952 47 10,492,394 18 1,845,441 71 
Railwayse scent osc eee 10.249,391 94 11,034,165 83 784,773 89 
Miscellaneous........ . crete aden 9,676,139 55 10,268,123 20 591,983 65 
117,780,409 78 | 136,108,217 36 18,327,807 58 


Of the total revenues it thus appears that over three-fourths 
was derived from customs and excise. To be more precise 
62-4 per cent came from customs and 14 per cent from excise. 
In the former there was an increase over the previous year 
of 18-3 per cent and in the latter of 14 per cent. This very 
large increase in customs revenue does not appear to have 
been obtained from any particular lines of importations which 
were generally of large proportion. The average rate of duty, 
including both dutiable and free goods, was 16-694 per cent, 
the average rate of duty on dutiable goods for the same period 
being 25-963 per cent. 

With regard to excise, as might be expected the increased 
revenue is mainly attributable to the three main items— 
spirits, tobacco and malt. It will be observed that the railways 
show a very substantial improvement in receipts and the large 
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volume of post office revenue, which amounted to $10,492,- 
394.18, or $1,345,441.71 more than in 1910-11, is a fair indi- 
cation of the increase in general business throughout Canada. 

While dealing with the revenue it may be interesting to 
point out that for the year 1911-12 it was more than double 
that of 1902-03, ten years previously. The large increases in 
our receipts in recent years are no doubt due in chief measure 
to greater consumption consequent upon capital expenditure 
on railways, and other productive undertakings, the extension 
of industrial enterprise, the increasing wants of a rapidly 
growing and generally prosperous community and not least 
the great stream of immigration from Great Britain, the con- 
tinent and United States, attracted by the rich opportunities 
offered by the Dominion at this great period of its develop- 
ment. 


CONSOLIDATED FUND: EXPENDITURE 1911-12. 


I have dealt with revenue for the fiscal year of 1911-12 
and turn now to its expenditure. This item embraces two 
headings, viz: ordinary current expenditure upon our various 
services and minor public works, and capital expenditure repre- 
senting outlay upon undertakings of a permanent character 
or national plant or assets, so to speak. 

The ordinary running expenditure for 1911-12 amounted 
to $98,161,440.77, or an increase of $10,387,242.45 over 
similar expenditure for the preceding year. A portion of this 
increase is more apparent than real because it represents out- 
lays for post office and railway service which are counter- 
balanced by receipts on the other side. The principal items of 
increase were in the outlays for census, militia, public works 
and subsidies to provinces. In view of the larger public require- 
ments of the country on account of the general expansion of 
business and growth of population, the increase is by no means 
abnormal. The amount of expenditure on this Consolidated 
Fund Account, as it is called, has slightly more than doubled 
in a period of twelve years. 

I have already stated the amount of revenue for the year 
to have been $156,108,217.36, and the ordinary expenditure 
to have been $98,161,440.77. It will thus be seen that so far 
as the ordinary expenses of the country are concerned there was 
a surplus of $37,946,776.59. 

Turning from this class to capital and special expenditures, 
we find the amount charged to those accounts to have been 
$38,980,641.43, or $1,161,440.77 more than estimated. 


The items are as follows: 


CAPITAL AND SPECIAL EXPENDITURE 1911-12. 


National Transcontinenta] railway ............ $21,110,352 05 
Other railways, canals and public works...... 9,829,223 90 
Railway. Subsidies gvecnes sauces de eooaeet rete 859,400 25 
Grand Trunk Pacific railway implementing.... 4,994,416 66 
Charges of Management Loan Account......... 1,082,121 67 


Various miscellaneous items .......-..cceceeeees 1,105,126 90 
$38,980,641 43 

The expenditure on the Transcontinental railway reached 
the considerable sum of over $21,000,000, but as the years 
of heavy construction have passed the outlays for this service 
will in the future decline materially. 

On other railways and cognate works there was an outlay 
of $3,151,900.74, of which $1,710,448.56 was spent on the 
Intercolonial railway and $1,153,778.27 on the Quebee bridge. 

On canals there was an expenditure of $2,560,938.11, of 
which $1,746,095.48 represents outlay on the Trent Canal 
system. 

For public works there was applied on capital account the 
sum of $4,116,385.05, of which $1,167,462.56 was spent on 
the River St. Lawrence ship channel. 

In assisting the construction of sundry railways throughout 
Canada we paid as railway subsidies $859,400.25; and to meet 
the obligation of the Crown under the judgment of the Judicial 
Committee of the Privy Council, which has already been fully 
explained to the House, the sum of $4,994,416.66 was paid 
to the Grand Trunk Railway Company. 

These amounts, with various other obligations, reached, as 
J have previously stated, a total sum of $38,980,641.48. As 
against this we had a surplus of Consolidated Fund receipts 
over Consolidated Fund or ordinary expenditure of $37,946,- 
776.59, to which if there is added the outlay of $1,156,458.16 
on account of sinking fund (this, while an expenditure on the 
one side, representing an investment on the other) we have 
$39,103,232.75, giving us, as the result of the whole operations 
of the fiscal year 1911-12, a reduction in the debt of Canada 
of $122,591.32. 


FISCAL YEAR 1912-18. 


REVENUE, EXPENDITURE AND SURPLUS. 


So far I have dealt with the affairs of the fiscal year 
1911-12, and I am sure the results must have been most grati- 
fying to the House, inasmuch as, notwithstanding the generous 
appropriations which were made for all the services of the 


9 


country, the net result was practically an equilibrium between 
the revenue on the one hand and expenditure of all kinds on 
the other. I am happy to announce that the outcome of the 
Jast fiscal year, which ended on March 31, will prove even more 
satisfactory as reflecting by far the highest pitch to which our 
national revenues and prosperity have yet attained. The 
revenue for 1912, as I have stated, amounted to $136,108,217.- 
36. 1 have every expectation that when the books of the 
fiscal year 1913 are closed, it will be found that the total 
revenue will have reached the splendid total of $168,250,000, 
or an increase over the year 1911-12 of over $32,000,000. 
Some indication of the magnificent growth of the Dominion 
may be gleaned from the fact that this increase in revenue 
during the period of one year almost equals the entire revenue 
of the country twenty years ago. 

The augmentation of revenue to which I have referred has 
not been irregular, spasmodic or intermittent in its nature, 
but has steadily characterized each month of the entire fiscal 
year. It was, of course, mainly derived from customs receipts, 
but the other sources of revenue—excise, post office and rail- 
ways—also gave us very substantial increases. 

So far as the ordinary running expenditure is concerned, 
the increase over the previous year was, as anticipated, con- 
siderable. The estimates for the year had made generous 
provision for public works. Provincial subsidies had increased, 
partially owing to the result of the census and partly on ac- 
count of special legislation dealing with Manitoba and Prince 
Edward Island. The post office, railway, customs and other 
services demanded larger outlays. Notwithstanding these 
facts, however, the ordinary current expenditure, which in the 
previous year amounted to $98,161,440.77, will be found not 
to have exceeded $113,250,000, leaving a surplus of $55,000,- 
000, against outlays upon capital and special accounts, that is 
to say, upon public works, national and permanent in character, 
the National Transcontinental and other railways and canals. 
On these undertakings the expenditure will probably be found 
not to have exceeded $33,000,000, so that, bearing in mind that 
the expenditure out of consolidated fund for sinking fund pur- 
poses will amount to about $1,300,000, the result of the finan- 
cial operations for the year will be a reduction of about $23,- 
300,000 in the net debt of the Dominion. That in a period 
of great financial stringency not only have we not been obliged 
to resort to the congested money markets of the world, but 
have been able to reduce so substantially the debt of the 
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Dominion, thus diminishing our interest charges and still 
further enhancing the high standing of our securities, must be 
a matter of gratification both to this House and the people 
of Canada. 


MATURED LOANS 1912-13. 


In my Budget Speech delivered in March of last year, 
I called attention to an issue of Dominion securities made a 
short time before to provide for the redemption of a 34 per 
cent loan made in 1908 and maturing on May 1, 1912. The 
total amount of this maturing obligation was £4,681,870 12s. 
4d., of which £3,563,858 16s. 10d. was redeemed in cash and 
£1,118,011 15s. 6d. was converted into our 33 per cent 1930-50 
stock in accordance with the terms of the refunding issue. In 
addition to this loan, there fell due on October 1, 1912, a 
balance of £1,235,000 outstanding of the 4 per cent loan issued 
in December, 1907. Owing to the favourable state of our 
finances we were in a position to pay off this loan in cash 
without having recourse to the issue of bills or securities. 

For the same reason it has been possible to us to effect a 
substantial saving to the Dominion by the purchase, under legis- 
lation passed during the present session, of three per cent 50- 
year debentures of the Grand Trunk Pacific Railway Company, 
guaranteed as to principal and interest by the Dominion of 
Canada, issued in respect of the western division of the 
National Transcontinental railway, with regard to which the 
Dominion, by virtue of a judgment of the Judicial Committee 
of the Privy Council, was required to implement the net sell- 
ing price so that the full par value of the securities would be 
obtained and applied on account of expenditure upon the 
construction of the railway. Under the authority of the legis- 
lation mentioned, securities of the par value of $13,961,006.65 
have already been pu.chased; and, from month to month as 
funds are required, further purchases will be made until the 
remainder of the issue has been acquired. When the transac- 
tion is completed, if the entire amount of the authorized 
issue of £14,000,000 is required—and it is altogether probable 
that it will—the Dominion will hold about $35,000,000 par 
value of these securities. In addition to the gain to the 
Dominion of saving a portion of the so-called ‘ implementing 
money,’ the purchase avoided the necessity of the placing of 
our guaranteed securities on the London market at a time 
last year when, owing to the severe market conditions prevail- 
ing, the price obtainable would necessarily have reflected ad- 
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versely upon that of our own standard stock and of all other 
securities guaranteed by the Dominion. In other words, the 
excellent financial condition in which the Dominion happened 
to be during the year, and riore especially last fall, enabled 
us to buy in to the extent of several millions of dollars the 
guaranteed securities of the Grand Trunk Pacifie Railway 
Company of which otherwise an issue would have had to be 
made in order to provide money for the construction of the 
western division of the railway. 


THE NET DEBT. 


As I have already stated the result of the financial opera- 
tions of the year 1911-12 was a decrease of $122,591.32 in the 
net debt of the Dominion. This reduction left the amount of 
the net debt as of March 31, 1912, at $339,919,460.71. As 
I have pointed out a further reduction of $23,300,000 was 
effected during the past fiscal year so that on March 31 last, 
the net debt was approximately $316,619,460. The precise 
figure cannot be given until the books are finally closed during 
the course of a month. It may be affirmed without question 
that this amount of indebtedness is not only not excessive but 
exceptionally reasonable in amount for a country with the 
territory, resources, wealth and development of Canada. It 
represents less than two years’ revenue on the basis of the past 
fiscal year, and about $40 per head of population. As I point- 
ed out to the House last year only two loans remain to be pro- 
vided for until 1930. Of these, one of £1,700,000, being a 
portion of the four per cent loan guarantee by the Imperial 
Government and issued in 1878, matures on October 1 next, 
and provision will be duly made for its payment. The other 
is a three and three-quarters per cent loan repayable between 
1914 and 1919 upon three months’ notice by the Government 
of the Dominion. 


Sir WILFRID LAURIER: How much is that loan? 


Mr. WHITE: I will obtain that figure in a moment. It 
was inadvertently omitted from my notes; I observed that my- 
self. The amount is £6,000,000. 


FINANCIAL CONDITIONS, 


While dealing with the matter of our maturing loans it 
might not be out of place to refer to prevailing financial con- 
ditions both here and abroad. While the year 1912 was on the 
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whole marked by exceeding prosperity not only in Canada but 
in the United Kingdom and throughout the world, various 
oceurrences have had a serious effect in producing a protracted 
money stringency which- is still making itself felt both in 
Europe and America. In our own Dominion the requirements 
of our agricultural, industrial and commercial communities, 
together with their progressive and rapidly developing pro- 
yinces, cities and municipalities have produced large demands 
for money. Abroad, the financial outlook has been dark and 
threatening for more than a year, due at an earlier period to 
industrial disturbances of an unsettling character and later to 
the outbreak of the war between the Balkan States and Turkey 
and to complications connected therewith menacing the peace 
of Europe. As a result there has been a marked scarcity of 
money with the accompanying phenomena of high rates of 
interest not only for short but for long terms and in conse- 
quence a change in the basis upon which high class securities 
have been marketed. The Bank of England official rate of 
discount, which at the beginning of 1912 was three and a half 
per cent, falling in May to three per cent, rose to four per 
cent by the end of August, and was further increased to five 
per cent in October. Recently it has been reduced to four and 
one-half per cent. I rather look for improved conditions, so 
far as interest rates are concerned, towards the end of the 
calendar year, but, notwithstanding, I think it may be stated 
that, speaking of the coming year generally, we may look for 
reasonably high rates of interest. Usually a money stringency 
contains within itself, as I have said before, the seeds of its 
own remedy or cure. Financial houses throughout the world 
are constantly putting themselves in a stronger position, ap- 
prehensive of the future, and as a result there is an accumula- 
tion of money from which, in time—as in the case of Europe 
to-day the prospects of peace having materially brightened— 
lower rates of interest are cértain to result. At all events 
that has been the general experience. As an outcome of the 
conditions mentioned some of our provinces, cities and other 
municipalities have been obliged to pay a higher rate than 
hitherto upon new issues of securities. In common with all 
other high-priced securities our three and one-half per cent 
1930-50 stock has suffered a slight decline in quotation, but 
on the whole its price, having regard to the conditions referred 
to, has been exceptionally well maintained. The House will 
recall that the last issue we made, a year ago in February, was 
underwritten at ninety-eight. A loan such as that would net 
the Dominion ninety-six or a little over. A recent quotation 
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for our Dominion three and one-half per cent stock was ninety- 
four to ninety-six. I believe that during this period of excep- 
tional money stringency the credit of the Dominion as reflected 
in the quotations of its securities has maintained itself among 
the highest in the world. 


TRADE STATISTICS. 


The fiscal year of 1914-12 was characterized by a very 
considerable trade expansion, the aggregate of imports and 
exports totalling $874,637,794, or over $105,000,000 in excess 
of the previous year. Large as was this trade, the statistics of 
the past year show, I am happy to say, a still greater increase, 
and a total volume amounting to over one billion dollars. 

For the information of the House I present herewith a 
table showing the total imports and exports and aggregate of 
trade of Canada since 1908 and the percentage of imports 
thereto. 


TOTAL TRADE OF CANADA WITH ALL COUNTRIES (INCLUDING 
COIN AND BULLION). 


Percentage 
Total exports . 
pees of value of im- 
Fiscal year. Total imports. pucrnerp and| Aggregate ports with 
oreign pro- trade. aggregate 
duce. trade. 
$ $ $ ve 
BOSS aaerceie sales 2 370,786,525 280,006,606 650,793,131 56°97 
BO Seite ont tle ele nests aus 309,756,608 261,512,159 571,268,767 54°22 
POG Ee eee eek ae 391,852,692 301,358,529 693,211,221 56°52 
cle ee re a ee 472,247,540 297,196,365 769,443,905 61°37 
ROE erage on eakene oes 559,320,544 315,317,250 874,637,794 63°94 
1913 (unrevised)........ | 691,943,515 393,232,057 | 1,085,175,572 63°76 


It will be observed that during the past three years the 
percentage of the value of imports to the aggregate trade has 
materially risen and in 1912-13 represented nearly sixty-four 
per cent of the total trade. This condition has called forth 
criticism on the part of some who put forward the view that 
if imports continue greatly to exceed exports a country may 
expect to be drained of its gold in order to meet its interna- 
tional obligations. Without attempting to deal with this 
balance of trade theory which has so frequently been shown to 
be illusory and misleading, it may be pointed out that in five 
years our total exports have grown from $280,000,000 to 
$390,000,000, and that while our imports have increased in 
greater degree, explanation is to be found in the fact that dur- 
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ing this period of rapid material development and national 
progress a vast amount of capital expenditure has been and 
is being made upon railway construction and equipment by 
our three transcontinental systems, upon great public works and 
undertakings, in industrial and commercial enterprise and in 
municipal services and improvements to meet the needs of 
rapidly growing communities. That is to say, we are in the 
era of the construction of railways and great national works. 
Our cities have been growing so rapidly in population and 
area that their needs have greatly increased, with the 
result that they have had to make large expenditures of a 
capital nature upon their various public services. The greater 
portion of the funds required for this capital and productive 
expenditure has been borrowed from the British public by the 
Government of Canada by the several provinces and by cities 
and towns, and railway, industrial and other corporations. 
The money so borrowed has come to Canada not in the form 
of cash or gold, but in importations of commodities and of 
materials from Great Britain or elsewhere. In addition to 
this we must bear in mind the important fact that the stream 
of immigration coming to our shores from year to year, while 
bringing sufficient capital for its temporary maintenance and 
adding to our consumption, does not immediately become a 
producing element in the community. In the light of these 
considerations it would appear that the apparent adverse 
balance of trade is due to causes making for the development of 
the Dominion, and need be the occasion of no anxiety. 

The House and the country being always interested in the 
subject of our trade with the Mother Country, I have prepared 
and submit herewith a statement showing imports and exports, 
and establishing that the United Kingdom has shared in the 
marked expansion of our trade in recent years: 


TRADE WITH THE UNITED KINGDOM——-MERCHANDISE ONLY. 


Exports 
Imports for to the 
Consumption |~ United ix ; 
Fiscal year. from the Kingdom eceee 
United Canadian WE 
Kingdom. and Foreign 
Produce. 
$ $ $ 
1908 2at, x Mrotmadeente yer treo : 94,417,314 134,477,124 228,894,438 
T9090 We eet ge tira cineietr serio 70,682,101 133,745,123 204,427,224 
NOLO State cited sae steerer 95,336, 427 149.630, 488 244,966,915 
DOD ce cesaeta vetoes ete aietree oir 109,934, 665 136,962,971 246,897,636 
1912 Seer es melee aaenion 116,906,212 151,833,379 268,739,591 


AMIS (nxeyIsed) aa carm eves esreinrs 138,652,198 177,982, 002 316,634,200 
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It will be observed that for the past six years, with the 
exception of one year, 1909, when there was a temporary retro- 
gression, there has been a steady advance in the aggregate trade 
between Canada and the Mother Country. It will also be 
observed that whereas the amounts of increase for the period 
covered in imports and exports are nearly the same, viz: 
$40,000,000, in each case the percentage of increase in imports 
is greater than of exports. This is due partly to the considera- 
tions which I have previously referred to as to national ex- 
penditure upon capital account, and partly owing to the 
increased demands of the home market for the products of 
mixed farming, especially that class described as animal pro- 
duets such as bacon, poultry, cheese, butter and eggs. I do 
not know of anything more indicative of the increase in the 
demands of the home market than the falling off that has taken 
place in the exports of some of the principal items under the 
heading of animal products, such as butter, eggs and bacon. 


TRADE WITH THE UNITED STATES, 


Of greater volume than our trade with the United King- 
dom, and particularly as showing marked increase in imports, 
the statistics of our commercial dealings with the United 
States, our great neighbouring republic to the south, will be no 
doubt of interest to the House and I shall place upon ‘Hansard’ 
a comparative statement covering the past six years: 


MERCHANDISE. 


Exports to the 


Traports. United States 

= be y “i 

Fiscal Year. for Pieaeap tia Canadian A Sie So 
United States. and Foreign f 
Produce. 

$ | $ $ 
PO ied eee ee ieee roms 204,648,885 96,920,138 | 301,569,023 
fe Te eae ohe ALOU a a) here 2 oe 170,056,178 91,022;387 261,078,565 
0) 1) See een Cer es eee Cre 217,502,415 110,614,327 328, 116,742 
i) ee ee Re i hay oe 274,844,858 112,208,676 387,058,534 
[it be ere Be sa oes oer ee Oba 330,428,502 112,956,295 443,384,797 
1913 (unrevised)........ seeeseeees 435, 783,343 150,961,875 | 586,745,018 


Thus it will be seen that our total trade with the United 
States has doubled in the past six years, but it will be observed 
that whereas the imports have more than doubled in the period 
mentioned until they now reach the large aggregate of over 
$400,000,000 the exports to the United States show only a fifty 
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per cent increase and reach a total of but $150,000,000 or a so- 
called balance of trade in favour of the United States of $250,- 
000,000 during the past fiscal year. As to this vast yearly 
inerease in imports it must be borne in mind that it has been 
much more than counterbalanced, as I shall show later, by the 
ageregate of capital brought to Canada by the steady influx of 
American settlers who have taken up land in our great West 
and who speedily assume a commanding place among our most 
capable, energetic and prosperous agricultural producers. 
Speaking generally, the imports from the United States em- 
brace almost all classes of commodities, the principal being 
manufactures of iron and steel and other metals. Anthracite 
coal, corn and cotton aggregating over $40,000,000 are on the 
free list. 

With regard to our exports to the United States it may be 
said that for the most part they consist of our raw material, the 
product of the forest and the mine. A tariff representing an 
average of over forty per cent upon dutiable goods has been 
effectual to practically close their markets to our manufacturers. 

With regard to our exports generally, I think it advisable to 
place before the House for its information a classification of the 
values of Canadian exported produce since 1908. The largest 
inerease has been in the chief item of agricultural produce 
(consisting principally of grains and flour), totalling $66,000,- 
000 in 1908 and $150,000,000 in 1913. 


VALUE OF GOODS EXPORTED (BY CLASSES) FROM 
THE DOMINION. 


MERCHANDISE ONLY (CANADIAN PRODUCE). 


Fiscal Year. The Mine. |The Fisheries.| The Forest. Animals and 
their Produce. 

$ $ $ $ 
DGS micrateeesia/ofelnroislasels i 39,177,133 13,867,368 44,170,470 55,101,260 
D902 sree eects aereeaietens 37,257,699 13,319,604 39,667,387 51,349,646 


40,089, 017 15,663,162 47,517,033 53,926,515 
42,787,561 15,675,544 45,439,057 52,244,174 
41,324,516 16,704,678 40,892,674 48,210,654 
57,442,546 16,336,721 43,255,060 44,784,593 


| 
Fiscal Year. 4 eee eg Manufactures.| Miscellaneous, Total. 


$ $ $ $ 
66,069,939 | 28,507,124 67,674 | 246,960,968 
71,997,207 28,957,050 54,9381 | 242,603,584 
90,433,747 31,494,916 125,161 | 379,247,551 
82,601,284 35, 283,118 285,815 | 274,316,553 
107,143,375 | 35,836,284 111,676 | 290,223857 
150,145,661 43,692,708 97,311 | 355,754,600 


While dealing with the matter of our trade generally I may 
be permitted to refer briefly to a phase of our economic activity 
which in recent years has shown very marked improvement. I 
allude to the mineral production of Canada which has more 
than doubled in the last ten years. In 1912 the total output 
was set down as $133,000,000 or an increase of over $30,000,- 
000 over the preceding year. The increase was principally 
under the headings of coal, copper, nickel, gold and silver. 


IMMIGRATION, 


I turn now to the important subject of immigration. The 
steady progress which has characterized our material develop- 
ment and advancement for years past is attributable in an ita- 
portant measure to the tide of immigration which has flowed 
into Canada from abroad, principally from Great Britain and 
the United States. I present herewith information respecting 
this immigration under three headings, Great Britain and Ire- 
land, other countries except United States, United States, for 
a period of five years past: 


Great Britain | Other Countries 
and except United States. Total. 

Year. TreJand. United States. 
1908-09. ...5..5. | 52,901 34,175 59,832 146,908 
pt! 1's U1 eee 59,790 45,206 103,798 208,794 
WIOENE ies nce 123,013 66,620 - 121,451 311,084 
OTE te iceacdaa 138,121 82,406 133,710 354,237 
1912-13....... A 150,542 112,881 139,009 402,432 


In dealing with these figures respecting this subject it must 
not be forgotten that while the personal element is by far of the 
greatest importance both from the economic, moral, sociological 
and national standpoint, the amount of actual wealth brought 
into the country by the immigrant has been very great. Poten- 
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tially the desirable homeseeker is a very valuable asset both as 
a producer of wealth and as a citizen. But when he brings with 
him in addition to his character and energy working capital he 
assures an economic productivity almost from the beginning of 
his citizenship which would not otherwise be possible. From 
compilations carefully made by the Department of the Interior 
it has been conservatively estimated that the class of immigra- 
tion we receive from the United States, that is to say of farmers 
who have sold out their holdings in the States, and have taken up 
land in western Canada, brings with it capital (including set- 
tlers’ effects) to the amount of over $1,000 per head or say 
$5,000 per family of five persons. The total number of such 
immigrants for the calendar year 1912 was 140,143. Applying 
the rate above mentioned per head the amount of capital and 
effects accompanying this immigration would reach a total ex- 
ceeding $140,000,000 in value. When considering the excess of 
imports from United States over our exports to United States 
this large influx of capital to be productively employed in our 
agriculture must, as I have pointed out previously, not be over- 
looked. 


FISCAL YEAR 1913-1914. 


Thus far I have dealt only with the financial results of the 
two preceding years, the position of our debt, maturities of 
loans, the state of our trade and other features of our national 
economy which it seemed important to specially note in passing. 
I now proceed to consider the affairs of the fiscal year upon 
which we have entered and which ends on March 31, 1914. In 
this, I shall be obliged to confine myself to statements general 
in character because the factors entering into the problem are 
subject to influences and conditions which, belonging to the 
future, cannot be forecasted with any reasonable degree of cer- 
tainty. 

The main features of our income and expenditure can be 
fairly well indicated because our revenues on the one hand are 
principally derived from Customs and Excise and as the rates 
are established the results depend upon the volume of business. 
On the other hand, a large portion of the expenditure may be 
termed fixed or uncontrollable and apart from this the pro- 
gramme for the year will be found substantially in the main 
and supplementary estimates, although it is always necessary 
to supplement these again about the close of the fiscal year to 
meet expenditure for which adequate provision had not been 
made. 
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EXPENDITURE. 


Dealing first with expenditure, the main and supplementary 
estimates are now before the House. They provide for consoli- 
dated fund or ordinary running expenditure $125,850,338 and 
for capital services $53,301,845 or a total expenditure of $179,- 
152,183. To this must be added supplementary estimates to be 
brought down and such amount as may be required in the 
second set of supplementary estimates which as I have stated, 
are usually presented towards the close of the fiscal year, to- 
gether with railway subsidies under legislation of this and pre- 
ceding sessions. The aggregate of all these estimates will prob- 
ably be close to $200,000,000. Then we must further provide 
for the purchase of Grand Trunk Pacific railway bonds guaran- 
teed by the Dominion to the amount of about $1,000,000 per 
month under the authority of the legislation to which I have 
earlier alluded. There will be also the further amount required 
during the year to meet progress payments on account of con- 
struction of the three dreadnoughts which Canada proposes to 
place at the disposal of His Majesty in order to increase the 
strength of the Imperial navy, the guardian of our shores and 
commerce, 

On the whole, Mr. Speaker, this constitutes a large and 
comprehensive programme but not greater than the needs and 
duty of Canada demand or our revenue and credit abundantly 
warrant. While the total appears large, having regard to the 
expenditures of the past and preceding years, it must not be 
forgotten that a considerable portion of our estimates always 
lapse and remain unexpended. In this regard it is usually 
safe to make an allowance of ten per cent or even more. 


REVENUE. 


Now, as to the revenue from which the whole, or, we hope, 
at least, the greater part of this expenditure is to be met, I 
have already indicated its principal sources in customs, excise, 
railways and post office. For the year 1912-13 there was, as 
I have previously shown, a total income of approximately 
$168,250,000, which represented an unprecedently large in- 
crease over the year before. It is too much to expect that this 
abnormal rate of increase will be maintained during the present 
year, especially in view of the stringent financial conditions 
to which I have alluded previously and which always have a 
repressive influence on trade. Without attempting to fore- 
cast with any degree of accuracy, I feel confident that the 
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revenues of the year will not only prove adequate to meet the 
current expenditure but to meet possibly the whole and cer- 
tainly the greater portion of capital and special expenditure 
for the year. It is, I think, too much to hope that we shall 
always be able out of revenue to meet capital expenditure upon 
great national undertakings of a permanent character, the 
advantages of which enure for the benefit of generations to 
come, but it would nevertheless seem a wise policy that in 
times of abounding prosperity we should conserve our credit 
and establish as close an equilibrium as may be possible 
between national income and outgo. 


TARIFF CHANGES. 


I come now to the matter of tariff changes. Jor reasons 
within the knowledge of the House and the country, and to 
which it is therefore unnecessary that I should specially allude, 
the budget is unusually late this session. As it has been gener- 
ally known that no tariff revision of a comprehensive or far- 
reaching character has been in contemplation it is probable 
that no serious public inconvenience has been occasioned by 
the delay. The spring season being now well advanced, any 
changes made must be of a strictly limited and necessary 
character and in connection generally with tariff modifications 
it is, I think, the sound view that they should be made spar- 
ingly if at all until the period arrives for a general revision 
of the schedules, because nothing can be more disturbing to 
commerce and industrial enterprise than continuous tariff 
uncertainty or apprehension of tariff change. The commercial 
and manufacturing community must be in a position to make 
contracts in advance and to calculate with reasonable exactitude 
their costs before arranging their business programme for the 
year. But while this principle is admittedly sound, to give it 
rigid and inflexible application would lead to occasional pub- 
lic detriment and inconvenience and, therefore, while the rule 
has been acknowledged, exceptions -have continually been 
made. Our tariff, like all other tariffs, presents many anomai- 
ies, but has for over thirty years been based upon the two-fold 
principle of providing by indirect taxation for our revenue 
requirements and, by affording a reasonable degree of protec- 
tion to such production as is properly native to the Dominion, 
of developing our natural resources, promoting the establish- 
ment of diversified national industries, building up our great 
commercial centres, creating our home markets for our agri- 
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cultural producers and generally promoting the welfare of the 
entire community. 

General revision of the tariff becomes advisable when it is 
found necessary to rearrange the rates out of regard to changed 
or chahging economic conditions or to the revenue require- 
ments of the Dominion. Having regard to the prevailing pros- 
perity of the Dominion, as disclosed by the trade statistics 
which I have presented to the House, and the fact that there is 
always a delicate adaptation of business to the rates of the 
tariff, there is, I believe, a general consensus of opinion that 
anything in the nature of an extensive revision of the tariff is 
not called for by existing conditions and would be contrary to 
public interest. 

With this general introduction I now turn to the changes 
which we have to propose for the consideration of the House. 
The major part of these are rendered necessary by the terms 
of the trade agreement entered into between representatives of 
the Dominion and certain of the West Indian colonies as the 
result of a convention held here a year ago and validated by 
Parliament during the present session. As the policy of the 
agreement was fully discussed during the progress of the Bill 
it will be unnecessary for me to deal with it now further than 
to say that the principle of promoting closer trade relationship 
and improving the steamship and cable communications be- 
tween Canada and the West Indies has met with the approval 
of both parties in the House and has been warmly endorsed 
throughout the Dominion. It is also realized that apart from 
the material considerations of increased trade, a fresh and 
powerful impetus has been given to the policy of the promotion 
through preferential trade arrangements of the great cause 
of Imperial unity throughout the Empire. 

In general terms the agreement provides that upon a speci- 
fied list of commodities, the produce or manufacture of the 
West Indian colonies, the duties of customs shall not be more 
than four-fifths of the duties imposed upon similar goods 
when imported from any foreign country and that upon certain 
other goods there shall be no duties as against the West Indian 
colonies but certain minimum duties as against the same goods 
when imported from any foreign country. The West Indian 
colonies have for many years enjoyed the benefits and advan- 
tages of the British preferential tariff and therefore, in cases 
where the existing preference is sufficient to cover the twenty 
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per cent preference stipulated for in the agreement, and where, 
speaking generally, the articles mentionc(l are on our free list, 
no tariff adjustment is necessary. The British preference was 
extended to the West Indian colonies by the Government of my 
right hon. friend (Sir Wilfrid Laurier) in 1899 without any 
consideration in return. I think the view was expressed at 
that time that Canada felt it to be her duty to assist in restor- 
ing prosperity to the West Indian colonies and to the sugar 
industry especially which was then in a languishing condition. 
Therefore legislation was introduced in 1899 under which the 
benefits of the British preference were extended to the West 
Indian colonies. Of the scheduled list of West Indian goods 
entitled to the benefits of the agreement many are on the free 
list and in the case of many others the British preference is 
amply sufficient to satisfy the terms of the agreement. There 
are, however, a few articles—principally under the unenumer- 
ated item of our tariff—as to which we propose to increase 
the British preference so that it shall exceed the twenty per cent 
called for by the agreement. It is also necessary to provide for 
the imposition of duties upon the specified list of goods men- 
tioned above upon which we are obliged to impose certain 
minimum rates when imported from foreign countries. ‘hese 
goods are raw cocoa beans, limejuice, raw and concentrated 
and fresh limes. These goods are to be on the free lst when 
imported from the West Indies, but in accordance. with the 
terms of the agreement, there is to be a minimum duty imposed 
when they are imported from foreign countries. 

With regard to sugar, which is by far the most important 
commodity covered by the agreement and which constitutes 
nine-tenths of our imports from the West Indies, specific 
provision is made that the privilege which our refiners have 
hitherto enjoyed of importing raw foreign sugar at preferential 
rates to an amount equal to twenty per cent of their production 
shall be abrogated so that the planters of the West Indies may 
enjoy the stipulated minimum preference as against all foreign 
raw sugar entering Canada. 

I explained the other day in the course of another debate 
that the British preference amounting to thirty-one cents per 
hundred pounds upon raw sugar had been practically all taken 
at certain seasons of the year, and substantial portions of it 
taken at other seasons of the year by the planters of the West 
Indies. I pointed out also that the duty upon refined sugar 
had been fixed having regard to the British preference, which 
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our refiners were supposed to obtain the benefit of upon raw 
sugar. The Hon. Mr. Fielding, my predecessor, having it 
brought to his attention that the planters took either a substan- 
tial portion or the whole of the British preference, was obliged 
to give a privilege to the sugar refiners in order to put them 
in the position which it was thought they would occupy when the 
preferential tariff upon sugar was established. The privilege 
he gave them was to import foreign raw sugar at preferential 
rates, to the amount of twenty per cent of the amount they 
refined in any calendar year from raw sugar. The Royal 
Commission upon whose report this agreement with the West 
Indies was founded, investigated the matter very fully and 
came to the conclusion that if the preference were cut down 
from thirty-one cents per hundred pounds on raw sugar to 
about fifteen cents, that it would be fair to all parties. The 
representatives of the West Indian colonies were very desirous, 
in fact. it was a condition precedent to their entering into the 
agreement, that this twenty per cent privilege which Mr. Field- 
ing had given to the sugar refiners of Canada should be abro- 
gated, so that they would have an exclusive preference as 
against all raw foreign sugar to the extent of at least twenty 
per cent, and a minimum of fifteen cents per hundred pounds, 
and the agreement provides accordingly. 

Certain tariff changes are therefore specifically called for 
by reason of the agreement which has been already adopted and 
validated by this House, and there are some further modifica- 
tions of a consequential character to which I shall briefly call 
attention. 

Cocoa manufacturers will be obliged to pay duty upon 
foreign raw cocoa beans which they require for the blends neces- 
sary in their manufacture, and there will have to be an adjust- 
ment in the duty upon cocoa products. 

Similarly, as the twenty per cent privilege is taken away 
from our sugar refiners there will have to be a readjustment of 
the duties upon refined sugar. In the result there will be a con- 
siderable loss of revenue upon sugar, of which, however, the 
public will reap the advantage in shghtly reduced prices. 

Tn connection with the sugar tariff—I shall read the resolu- 
tion a little later—I desire at this stage to point out that upon 
raw sugar, the rate under the existing preference upon standard 
raw sugar is fifty-two and a half cents per hundred pounds, pre- 
ferential rate, and eighty-three and a half cents per hundred 
pounds, general rate, or a preference of thirty-one cents. 
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The existing preference upon refined sugar, testing ninety- 
nine degrees by the polariscope as compared with ninety-six for 
the raw sugar by the polariscope, is eighty-three and the general 
rate is one hundred and twenty-four and a half cents, being a 
difference of forty-one and a half cents. 

There will therefore have to be an adjustment of tariff 
duties upon raw sugar and upon refined sugar, upon the special 
articles which the agreement itself required us to deal with, and 
certain consequential changes by reason of the imposition of 
duties against foreign goods, upon these articles. 

Apart from the West Indian trade agreement, I have com- 
paratively few changes to propose. 


Mr. MACLEAN (Halifax): Would the minister give us 
the proposed changes in the sugar tariff now ? 


Mr. WHITE: On sugar above No. 16 Dutch standard, in 
colour, and all refined sugar of whatever kind, grade, or stan- 
dard, testing not more than eighty-eight degrees by the polari- 
scope, for one hundred pounds preferential tariff seventy- 
two cents, intermediate tariff ninety-three cents, general tariff 
ninety-three cents; and for each additional degree over eighty- 
eight degrees per hundred pounds, preferential tariff one cent, 
intermediate tariff one and one-third cents, and general tariff 
one and one-third cents. If my hon. friend from Halifax (Mr. 
Maclean) will add eleven to the seventy-two, it will give eighty- 
three; if he will add to the ninety-three, one and one-third upon 
eleven, he will get $1.07 2-3, so that what I am proposing as the 
new rate, is eighty-three cents per hundred pounds preference, 
and a general tariff rate of $1.07 2-8 on refined sugar. 

I suppose my hon. friend would now like me to deal with raw 
sugar. On raw sugar the former preferential rate was fifty-two 
and a half cents and the general rate eighty-three and one-half 
cents for ninety-six degrees, which made a preference of thirty- 
one cents. Under the new rates proposed, the preferential will 
be forty and three-quarters cents for the ninety-six degrees, and 
the general fifty-seven and a half cents making sixteen and 
three-quarters of a preference. Let me say in connection with 
this that it will be observed that the preference is diminished, 
but as I have stated that was suggested by the report of the 
Imperial Commission, and it was further rendered necessary by 
the fact that we are abrogating the privilege given by my pre- 
decessor the Hon. Mr, Fielding to the Canadian sugar refiners 
to import foreign grown raw sugar at preferential rates to an 
amount equal to twenty per cent of their product for the year. 
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Tn connection with that, for the information of my hon. friend 
from Halifax (Mr. Maclean) I may say that the difference on 
the preferential tariff between raw and refined sugar under our 
proposals is 424 cents, and on the general tariff between raw 
and refined is 50% cents. In connection with that, I propose to 
read for the information of my hon. friend an extract from the 
budget speech of my predecessor, the Hon. Mr. Fielding, in the 
year 1906. He had gone very carefully into this question of the 
tariff on sugar, and this is what he said: 

We think that the schedule of sugar duties we adopted a few years 
ago was eminently fair. In 1896, the duty on refined sugar was 
$1.14, and on the raw, 50 cents per 100 pounds, a difference of 64 cents per 
hundred in favour of the refiners. We reduced the duty on refined to $1, 
and left the duty on the raw 50 cents, so that the difference in favour of 
the refiner became 50 ceuts. It has been our idea, all through, to give 


the refiner about that much advantage. Of course, he has to take into 
account the loss in manufacture and the cost of manufacture. 


Passing from the West Indian trade agreement, I come to a 
few other changes which we propose. 


Sir WILFRID LAURIER: Do I understand that under 
the new tariff the privilege of importing raw sugar at preferen- 
tial rates is abolished ¢ 


Mr. WHITE: It is abolished. We shall have to repeal that 
item in the tariff. My right hon. friend will recall that that 
is required by the express terms of the West Indian trade agree- 
ment which was recently validated by Parliament. In other 
words, the West Indian representatives were very desirous of 
getting an exclusive preferential market in Canada, and con- 
sequently that had to be abolished. 

The House will recall that during the summer, on account 
of the shortage of cement, particularly in western Canada, a 
temporary reduction of fifty per cent of the duty on cement was 
made, in order to meet a situation which I believe will not fre- 
quently arise. It was due in some measure to lack of trans- 
portation facilities. So far as this year is concerned, I believe 
the transportation facilities available to the cement companies 
have been so increased that there is not likely to be a recurrence 
of the shortage. In fact I have rather definite assurances upon 
that point. We came to the conclusion that it would be possible 
to make a reduction in the duties upon cement without injuring 
existing industries. Speaking for myself, I would like to see 
the cement plants of Canada in a position to supply the needs 
of the Canadian people. I think it goes without saying that, 
if an industry is native to this country, we would rather see 
manufactories established through the country able to supply the 
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requirements of the people, thus giving employment to indus- 
trial citizens and building up our Dominion, than see that pro- 
duct imported from abroad. If the tariff however, is too high, 
there is always a danger that prices may be fixed to the detri- 
ment of the public. I do not suggest that that is so in the case 
of cement. 

The duty on cement is specific, twelve and one-half cents per 
hundred pounds. A barrel of cement contains 350 pounds, 
Therefore the duty on a barrel of cement would be forty-three 
and three-fourths cents. The cost of production of cement, by 
reason of improved methods, has been somewhat lessened dur- 
ing the past few years. In view of that fact and in view of the 
fact that the rate is specific, we think that, without injuring a 
Canadian industry or preventing Canadian enterprise from 
establishing cement plants throughout Canada, we can make a 
slight reduction in the duty. It is an article in almost universal 
use. It is used by the farmer; it is used in the construction of 
buildings, in connection with the paving of our streets and for 
many other purposes. The production in 1909 was about 
4,000,000 barrels, and in 1912 the production had increased to 
7,000,000 barrels. The British preferential tariff is eight cents, 
intermediate, eleven cents, and general, twelve and one-half 
cents. We came to the conclusion that we would be justified in 
reducing the tariff to British preferential, seven cents, inter- 
mediate, ten cents, and general, ten cents, that is to say in reduc- 
ing the duty on cement from twelve and one-half cents per 
hundred pounds to ten cents, or from forty-three and three- 
fourths cents a barrel to thirty-five cents. The average selling 
price of cement in the United States is, say, $1.10 or $1.15 per 
barrel. In some seasons, especially when there is over-produc- 
tion, the price of cement in the United States has gone as low 
as seventy cents per barrel. I have been intormed that a large 
cement plant is to be established in the West during the coming 
year. I hope that it will be one of many, because Canada has 
abundant raw materials for the production of cement. There 
is no reason why we should not produce practically the whole of 
the cement required in Canada. 

Another item I have is typecasting and typesetting ma- 
chines, which are in use in the printing offices throughout 
Canada. They are made use of by all our newspapers, large 
and small. For some considerable time past, it has been drawn 
to the attention of the department that these machines were not 
manufactured nor likely to be manufactured in Canada. They 
are manufactured by a large concern in the United States which, 
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typecasting and typesetting machines shall be placed upon the 
free list. I think we will admit that the newspaper proprietors 
of Canada as a whole do not make undue profits either upon 
their capital or upon the intelligence with which they conduct 
their enterprises. I think we shall also admit that it is in the 
interest of the publie of Canada that the newspapers of the day 
should find their way into the homes of the people at as little 
cost as possible. This concession, therefore, while not very far- 
reaching in effect, will, I think, conduce to reducing the cost of 
the production of newspapers, or at all events will go to increase 
the profits, which as I have stated are very moderate indeed, 
made by our newspaper proprietors throughout the Dominion, 
and especially those who are conducting small weekly journals. 


Mr. MACLEAN (Halifax): What is the present tariff ? 


Mr. WHITE: It is, preferential, twelve and a half per 
cent; intermediate, seventeen per cent; general, twenty per 
cent. 


Mr. KNOWLES: What is the average cost of typeset- 
ting machine ? 


Mr. WHITE: Prices vary, and I am unable at the pre- 
sent moment to answer my hon. friend. 


Mr. MACLEAN (South York): About $3,000 to $5,000. 


Mr. WHITE: There is another article drawn to my at- 
tention for some time by hon. members representing rural 
constituencies on both sides. I suppose there is hardly a repre- 
sentative of a rural constituency in the House who has not 
either directly or indirectly brought this matter to the 
attention of myself or the department. I refer to trac- 
tion ditching machines. They are expensive machines, 
nos manufactured in Canada, and hardly likely to be 
manufactured in Canada in the near future. Ditching 
machines are of immense value in draining agricultural land. 
Some of the results achieved by proper underdraining of 
low-lying agricultural lands are almost unbelievable. Tt is not 
too much to say that these traction ditching machines are a 
boon indeed to the farming community. The Minister of 
Agriculture of the province of Ontario made a special plea in 
favour of tariff abolition on these machines, and in addition 
to that I had heard from the heads of agricultural colleges of 
of Canada strongly recommending that the duty be taken off. 
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In accordance with all these representations, and for the bene- 
fit of the farming community, we propose, as I have stated, 
that traction ditching machines up to the value of $8,000— 
I am informed that the highest listed price for machines used 
by the farmers is $2,600 or $2,700—be admitted free. The 
present general tariff is twenty-seven and a half per cent. 

Then, apart from items of a minor character to which I 
need not draw special attention just now—though I will read 
the whole list—we propose to place upon the free list glassware 
and other scientific apparatus for laboratory work in hospitals, 
also apparatus for sterilizing purposes not including washing 
or laundry machines—all articles in this item when imported 
bona fide for the use and by order of any public hospital. It has 
been brought to our attention by hospital boards that it would 
be a great boon and would injure no industry in Canada if 
requirements of this kind in connection with their philan- 
thropie work could be admitted free of duty, and we have met 
the request by the proposal I have now made. Then, in addi- 
tion we have another rather important item added to the free 
list, viz: miners’ rescue appliances, designed for emergency in 
mines where artificial breathing is necessary in the presence 
of the poisonous atmosphere and automatic resuscitation ap- 
paratus for artificial breathing to aid in the saving of human 
life. 

Mr. KYTE: Are these manufactured in Canada ? 


Mr. WHITE: I am informed that they are not, of the 
class referred to in this item. 


TARIFF RESOLUTION. 


I have touched upon the leading items; there are others 
of a minor character with which I do not proposé to weary the 
House in detail. But I give notice that when the House goes 
into Committee of Ways and Means I shall move the following 
resolution : 

1. Resolved that it is expedient to amend schedule A to the 
Customs Tariff, 1907, as amended by chapter 10 of the Acts 
of 1909, by chapter 16 of the Acts of 1910, and by Orders in 
Council, and to strike thereout tariff items :—20, 21, 22, 23, 
39a, 77, 101, 109, 110, 111, 112, 118, 134, 135, 135a, 135b, 
135c, 137a, 141, 152, 153, 263, 264, 290, 441, 535; 

The several enumerations of goods respectively, and the 
several rates of duties of Customs, if any set opposite each of 
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the said items, and to provide that the following items, enumer 
ations and rates of duties be inserted in said schedule A: 


: British Inter- ; 
Shecery ——- Preferential| mediate ad 
; Tariff. Tariff. Baan, 


- 


20 (Cocoa paste or ‘liquor’? and chocolate 
aste or “liquor,” not sweetened, in 


locks or cakes. .......... per pound.| 33 cents. 4cents. | 4 cents. 
20a |Butter produced from the cocoa 
bean. . By -...per pound.| 14 cents. 2 cents. | 2 cents. 


21 (Cocoa paste or “liquor ” and chocolate 
paste or “‘ liquor,” sweetened, in blocks 
or cakes not less than two pounds in 


MVGIS NGS eis wee vis eee ae per pound. | 34 cents. 4cents. | 4cents. 
22 |Preparations of cocoa or chocolate, in 
powder form's." tea. ae 20 p.c. 25 p.c. 25 p.c. 


23 | Preparations of cocoa or chocolate, n.o.p., 
and confectionery coated with or con- 
taining chocolate, the weight of the 
wrappings and cartons to be included 
in the weight for duty..... per pound. } cent, 4 cent. 4 cent. 


| and|225 p.c. 35 p.c. 35 p.c. 
39a | Rice flour, sage flour, cassava flour, ta- 
pioca flour, and rice meal..per pound.| # cent. 1 cent. 1 cent. 
SOB) LATFOWTOOE.. 4. 2..2 oc sive slew se ok per pound, ; cent. 1 cent. 1 cent. 
Ose ice bray. 25-5. ction ean poe 123 p.c. 174 p.c. |174 p.e. 
69a |Cattle food containing molasses ....... 15 p.c. 20 p.e. 20 p.e. 
7 |\Beans, viz :—tonquin and vanilla, crude 
only ; locust beans ; locust bean meal.|Free. Free. Free. 
77a |Cocoa beans, not roasted, crushed or 
ground...... per one hundred pounds.| Free. 75 cents. |75 cents. 
101 |Oranzes, shaddock or grape fruit and 
JODUOHS 7 cuepenaeeene S pieces Secs Free. Free. Free. 
EGA EBiies Pp ae entender ee reer ee Free. 10 pe. 10 p.c. 
109 |Nutsof all kinds, n.o.p., including shelled 
PouBGhy aia. sar eee cen per pound.| L cent. 2 cents. | 2 cents. 
110 |Cocoanuts, n.o.p. . . per one hundred!25 cents. 75 cents. |75 cents. 
111 |Cocoanuts, when imported from the place 
of growth, by ship, direct to a Cana- 
dian port. <2... _.per one hundred.| ‘Free. 50 cents. [50 cents. 
113 (Cocoanut, desiccated, sweetened or 


7181 oe ap he e eee eaeer e paRO per pound.| 2 cents. 4 cents. 4 cents, 
113a |Copra or broken cocoanut meat, not | 

shredded, desiccated or prepared in 
} any manner...............per pound, Free. # cent. ? cent. 
134 |All sugar above number sixteen Dutch 

standard in colour, and all refined 

sugars of whatever kinds, grades or 

standards, testing not more than 

eighty-eight degrees by the polaris- 


PECOD A) «cndhd per one hundred pounds. |72 cents. 93 cents. |93 cents. 
|And for each additional degree over 
| 88 degrees....... per hundred pounds.| 1 cent. 1} cents. | 14 cents, 


Provided that fractions of five-tenths of 
a degree or less shall not be subject 

| to duty, and that fractions of more 
than five-tenths shall be dutiable as 
a degree. 

Provided that refined sugar shall be en- 
titled to entry under the British 
Preferential Tariff upon evidence 
satisfactor to the Minister of 
Customs that such refined sugar has 
been manufactured wholly from raw 
sugar produced in the British colonies 
a possessions, and not otherwise. 
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Tariff 


Items. 


135 |Sugar, n.o.p. not above number sixteen 


1354 


136a 


140a 
141 


Dutch standard in colour, sugar 
drainings or pumpings drained in 
transit, melado or concentrated 
melado, tank bottoms, sugar con- 
crete, and molasses testing over fifty- 
six degrees and not more -than 
seventy- -five degrees by the polaris- 
CONG. eee per one hundred pounds. 

And for each additional degree over 
seventy-five degrees .......0....2.5-- 

eRe . per one hundred pounds 

Provided that fractions of five-tenths of 
a degree or less shall not be subject 
to duty, and that fractions of more 
than five-tenths shall be dutiable as 
a degree. 

Provided that all raw sugar, including 
sugar specified in this item, the pro- 
duce of any British colony or posses- 
sion, shall be entitled to entry under 
the British Preferential Tariff, when 
imported direct into Canada from 
any British country. 

Provided that sugar imported under this 
item shall not be subject to special 
duty. 

Raw sugar as described in Tariff item 
135, when imported to be refined in 
Canada by Canadian sugar refiners, 
to the extent of the quantity of sugar 
refined during the calendar years 
1912 and 1913 by such refiners from 
sugar produced in Canada from Can- 
adian beet-root under regulaticns by 
the Minister of Customs, per one 
hundred pounds, testing not more 
than seventy-five degrees by the 
POlATISCOPE Ragas cape skw es eeaeiat eis 

And per one hundred pounds for each 
additional degree over seventy-five 
GERTOESs, ahiy Wee sae tony eo eect oe 

Provided that : sugar imported under this 
item shall not be subject to special 
duty. ‘his item to expire December 
31st, 1914. 

Molasses of cane, testing by polariscope 
under thirty-five degrees but not less 
than twenty degrees....... per gallon. 

Phreddedisugaricane yp. areas mgere 

Sugar candy and confectionery, n.0.p., 
including sweetened gums, candied 
peel, candied pop-corn, candied 
fruits, candied nuts, flavouring pow- 
ders, custard powders, jelly powders, 
sweetmeats, sweetened breads, cakes, 
pies, puddings and all other confec- 
tions containing sugar. ......... 

Lime juice, fruit syrups, and fruit juices, 
Ne On fz e tare ae On ee 


TEC OPN oo nocmannsoos bs wHONoET nk 
Lime juice. raw and concentrated, not 
nefined)s Aaa ereyceree per gallon, 


Photographs sent to the press, for use 
only as news pictures, under regula- 
tions by the Minister of Customs..... 


British Inter- 
Preferential] mediate ee 
Tariff. Tariff. aruts 


25 cents. 31} cents. 131} cents. 


# cent. 14 cents. | 14 cents. 
25 cents. 25 cents. |25 cents. 
fcent. .| cent. | # cent. 
Free. 14 cents. | 14 cents. 
124 p.c. 17% p.c. asapre 
22% p.c. 35 p.c. | 35 p.c. 
15 p.c. 20 p.c. | 20 p.c. 
12% p.c. 174 p.c. | 174 p.c. 
Free. 5 cents. | 5 cents. 
Free. Free. Free. 
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: British Inter- 
Poa — Preferential | mediate ce 
Tariff. Tariff. : 
205a_ |Cassava root, unground............ Rats Free. Free. Free. 
264 | Essential oils, n.o.p. including bay oil, 
otto of limes, and peppermint oil... .. O° p.c. 74 p.c. 7% p.c. 
276a |Cotton seed oil, n.o.p......... cece cane 124 p.c. 174 p.c. 174 p.c. 
77a |Cocoanut oil, n.o.p. eeu meer weet ioe pecs 174 p.c. Bt p.c 


Se Ae eee per one hundred pounds.| 7 cents. {10 cents. |10 cents. 


printivig Obiees! Sc 1s) Sten ee Free. Tree. Tree. 
447a |Traction ditching machines (not being 
ploughs) adapted for tile drainage on 
farms, valued by retail at not more 


than three thousand dollars each... .. : Free. Free. Free. 
466a Glassware and other scientific apparatus 
| for Jaboratory work in public hospitals, 
also apparatus for sterilizing purposes, 
not including washing or laundry ma- 
chines, all articles in this item when 
imported in good faith for the use and 
by order of any public hospital. ....- Free. Free. Free. 
535 |Cotton sewing thread in hanks......... Tk p.c. 10 Spicee PiLOEp:c, 
684a, [Asphalt, not‘solid.. 5: aan .ee eee eee 112 p.c. 17} p.c. 174 p.e. 
6l6a |Balata, crude, unmanufactured ....... ‘ree. Ties Free. 
664a |Nitrate compounds adapted for use in 
the manuf:cture of explosives........ Free. Free. Free. 
680a Sponges of marine production... ....... 123 p.c. 174 p.c. j17$ pac. 


689a | Miners’ rescue appliances, designed for 
emergency use in mines, where artifi- 
cial breathing is necessary in the pre- 
sence of poisonous gases, and automatic 
resuscitation apparatus for artificial 
breathing, to aid in the saving of 
human life ..... oiian he TN ¥ree. Free. 


et 
$ 


2. Resolved,—That it is expedient to provide that the pro- 
visions of the foregoing resolutions shall be deemed to have 
come into operation on the 13th day of May, one thousand nine 
hundred and thirteen, and to apply and to have applied to all 
goods mentioned in the foregoing resolutions imported or taken 
out of warehouse for consumption on and after that day, and to 
have also applied to such goods previously imported for which 
no entry for conswnption was made before that day. 


Mr. WHITE: Item 135a is the one which relates to the 
manufacture of sugar from beet-root, under which Canadian 
refiners of sugar from beet-root have the privilege, up to 
December 31, 1914, to import raw sugar to an amount equal 
to their production. The agreement specifies that when that 
items expires on December 31, 1914, it is not to be renewed. 
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Mr. MACLEAN (South York): I believe the hon. min- 
ister said that there would be a very slight reduction in the cost 
of sugar to the consumer. Could he indicate what fraction of 
a cent that reduction will be? 


Mr. WHITE: ‘The revenue on sugar will be decreased, 
by the West Indian trade agreement, to the extent of about 
$600,000. 

Mr. MACLEAN: Will that accrue to the consumer ? 

Mr. WHITE: I think there will be a slight reduction in 
the price of sugar. As I pointed out in the early pert of my 
remarks, this will be a year of fairly large expenditure, and 
therefore we are not in a position to reduce the revenue 
substantially. If the West Indian trade agreement had not 
been entered into, there would have been no changes. But in 
the working out of that agreement it is expected that there will 
be a loss in the revenue, and the benefit of that loss will, I 
believe, go to the Canadian consumer. 


Mr. MACLEAN (Halifax): How much raw sugar was 
imported into Canada last year under item 137b? 


Mr. WHITE: I am afraid I have not the figures as to 
that. 


Mr. OLIVER: Do I understand that the preference 
existing in favour of West Indian raw sugar, and of which the 
refiners of Canada got the benefit, is being abolished ? 


Mr. WHITE: We are cutting down the preference on 
raw sugar from 31 cents to 16% cents. 


Mr. OLIVER: That is, raw sugar from the West Indies ? 
Mr. WHITE: Yes. 


Mr. OLIVER: The importation of raw sugar which has 
been permitted to be imported, under. the preference, from 
foreign countries by Canadian sugar refiners, is not to be fur- 
ther permitted ? 

Mr. WHITE: We have taken away the privilege formerly 
extended to the sugar refiners importing foreign raw sugar at 
British preferential rates to the extent of 20 per cent of their 
* production. 


Mr. OLIVER: What is to be the difference in the duty on 
refined sugar ? 


33 


Mr. WHITE: Under the present tariff, which we propose 
to modify, 414 cents. 


Mr. OLIVER: I want to know the difference between the 
duty on refined sugar as it is now and the duty on refined sugar 
as it will be under the changes that are proposed ? 


Mr. WHITE: The duty on standard refined sugar, 99 
degrees by the polariscope, is 83 cents under the preferential 
tariff and the general rate is $1.244 per hundred pounds. 
Under the new rate, the preferential tariff remains the same 
and the general, $1.073. It was understood at the time 
of the convention last year that this British preference of 31 
cents would be cut down, as suggested by the Royal Comnnis- 
sion, and that there would have to be an adjustment to meet 
the abolition of the 20 per cent privilege formerly extended to 
our refiners. Therefore the abolition of the 20 per cent privi- 
lege given by my predecessors to the sugar refiners of Canada 
is the key to the tariff changes which we now propose to make. 


Mr. NESBITT: Your reduction is proportionately greater 
than 20 per cent, is it not? 


Mr. WHITE: You cannot judge it from that standpoint; 
you have to consider the value of the 20 per cent privilege 
which has been extended to the sugar refiners of Canada. 
Having that in view, we have fixed the tariff rates upon raw 
sugar and refined sugar as I have indicated, as being the best 
method of being fair to all parties concerned. 


Mr. MACLEAN (South York): It is, perhaps, not desir- 
able to argue from the standpoint of probabilities, but there is 
a probability that a disturbance of the sugar industry in the 
United States will take place before the 1st of September of 
this year. Would that in any way involve a change in the 
policy in regard to sugar that you now propose to adopt? 


Mr. WHITE: I prefer to wait until the changes take 
place, and would rather not discuss the matter except to say 
that our agreement with the British West Indies gives them a 
preference as against foreign sugar. In other words, we can 
adjust our tariffs as we wish, so far as foreign countries are 
concerned, as long as we observe the terms of this agreement 
and the preference which we have granted to the West Indian 
colonies. I do not know whether that fully answers the ques- 
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tion of my hon. friend, but I believe it is the only answer I can 
give at the present time, as I would not like to express an opin- 
ion not knowing precisely what he has in view or the situation 
of which he speaks. 


Mr. NESBITT: Why does the minister set the value of 
ditching machines at $3,000 ? 


Mr. WHITE: There are other ditching machines used for 
dredging and other like purposes, apart from farming alto- 
gether. On inquiry we find that $2,600 or $2,700 is the maxi- 
mum paid for ditching machines by farmers and we desire to 
cover the case of the farmer. 


Mr. NESBITT: You know it is the custom in Ontario for 
threshers, for instance, to go around and thresh for various 
people at so much a bushel or a day. These ditching outfits 
are worked in the same way. 


Mr. MACLEAN (South York): But it is a different 
ditcher. 


Mr. WHITE: I know that $2,500 or $2,600 is the value 
of the machines used in that way. 


Mr, NESBITT: A little higher than that. 
Mr. WILCOX: No, Sir, $2,200. 


Mr. WHITE: Very careful inquiries were made as to 
this by my department and the Customs Department and I 
was advised that this would cover the cost of the machines 
required. 

I wish to refer to one item which requires some explana- 
tion, item 535 in the present tariff reads: 


Cotton sewing thread in hanks. 


The present duty on that is ten per cent, twelve and one- 
half per cent and fifteen per cent. Item 532 provides that 
yarns number forty and finer, are on the free list. There had 
grown up a practice in the Customs Department at some of the 
ports of levying this duty upon twisted yarn of forty and 
finer. At other ports that has been classified as thread and ten 
per cent, twelve and one-half per cent and fifteen per cent has 
been imposed. In other words, there were different practices 
really on account of the difficulty of classification. There are 
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manufacturers in the city of Montreal engaged in the manu- 
facture of thread and in Toronto, Hamilton and elsewhere, 
there are small manufacturers who import this twisted yarn, 
forty and finer, which, when it is twisted, is undoubtedly 
thread and would come under item 535. These manufacturers 
import it free, size it, spool it and sell it. The question was 
brought to the attention of the Customs Department last year 
and there is no doubt whatever, and the Customs Department 
so decided, that yarn of the kind I mentioned, forty and finer 
and twisted is undoubtedly thread. The result is that since 
last February the Customs Department has been making uni- 
form the practice of levying the duty of ten per cent, twelve 
and one-half per cent and fifteen per cent upon cotton sewing 
thread in hanks under tariff item 535. All the manufactur- 
ers who get that in as raw material and wind it as I have stated, 
size it and spool it and sell it, complain of the change of prac- 
tice and, after going into the matter very carefully, we have 
decided, having regard to the whole situation, that it would be 
better that we should reduce the tariff on item 535. 


Mr. MACLEAN (South York): Does that interfere with 
the big thread monopoly that controls the thread trade of the 
world now? The local manufacturers have been complaining 
of the arbitrary conduct of the monopoly. 


Mr. WHITE: I think the company to which my hon. 
friend refers will complain of this reduction in the tariff item. 
We have reduced this. At present the position is that the Cus- 
toms Department are levying ten per cent, twelve and one-half 
per cent and fifteen per cent upon yarn of forty and finer 
twisted, under a ruling that that is thread. It is undoubtedly 
thread. The effect of making uniform the practice of the 
department was, as I have stated, to impose this duty upon this 
twisted yarn which is the raw material of certain manufactur- 
ers in Toronto, Hamilton and other places who import it and 
spool it. We reduced that to seven and one-half per cent, ten 
per cent and ten per cent as the best mode of dealing with the 
whole situation. 


Mr. SINCLAIR: In a discussion last year it was brought 
to the attention of the minister that cotton twine and unbarked 
marlin used for making lobster traps was taxed, and it was 
pointed out that it yas not the intention to tax twine for fish- 
ing purposes. The minister said he would look into the mat- 
ter during the recess. Has that matter been considered by the 
minister in his reductions? 
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Mr. WHITE: I think my department has considered it 
but I am unable at the moment to recall the circumstances 
connected with it. My hon. friend might take that up with 
the Department of Customs. 


BOUNTY ON LEAD. 


There is just one other matter with which I desire to deal. 
Under existing legislation there has been paid by the Domin- 
ion a bounty of seventy-five cents per hundred pounds on lead 
contained in lead-bearing ores mined in Canada and I shall 
recall very briefly the legislation bearing upon this matter. It 
is not a very important matter as to the amount but it is of 
extreme importance to the lead industry of British Columbia. 
It was provided by a statute passed in the session of 1903 
that there should be paid 75 cents per 100 pounds on lead con- 
tained in lead-bearing ores mined in Canada, provided (a) 
that not more than $500,000 be paid in one fiscal year and, 
(6) that when the London price of pig lead exceeded £12 10s. 
per ton of 2,240 pounds the bounty should be reduced by the 
excess. The bounties were to cease on June 30, 1908. There 
were thus five years in which bounties could be paid, and the 
maximum payable was $2,500,000. By an Act passed in 
1908, chapter 43, it was recited that there was unexpended of 
this $2,500,000 up to June 30, 1908, about $1,788,078. My 
predecessor in office, the Hon. Mr. Fielding, introduced a Bill 
extending the bounties for a further period of five years, or 
up to June 30, 1913. It was provided, however, that the Lon- 
don price controlling the payment of the bounties should be 
raised to £14 10s. per ton, and it provided further that only 
what remained of the appropriation of $2,500,000 should be 
available, so that he was not increasing the amount appropri- 
ated for bounties, or the aid given to this particular industry 
by way of bounty. He was simply extending the time during 
which this bounty could be availed of. Having gone into the 
matter very fully, we were of the opinion that it was in the 
interest of Canada, and especially of British Columbia, that 
this period should be further enlarged for another term of five 
years, so as not to exceed the amount appropriated, namely, 
$2,500,000, and to preserve practically the same terms and 
conditions as now exist until the last year of the term to which 
I have referred. There was expended under the Act of 1903 
and the Act of 1908 to 31st March, 1913, $1,817,708.06 and 
an estimated sum payable before June 30, 1913, of $32,- 
291.94. This will leave $600,000 unexpended of the $2,450,- 
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000 on July 1, 1913. I say $2,450,000 because, out of the 
original $2,500,000, under chapter 37 of the statutes of 1910, 
$50,000 was made available for an investigation into processes 
connected with zinc production in Canada. 

During the year ending 31st March, 1913, the amount of 
bounties paid on lead-bearing ores was as follows: 


In Brigish Colermbin eee ee ee $66,551 77 
tn Bingetuan, Ontarians sy. cs Gee 1,513 16 
OLA Mer crn n oan ceed vt ater ate ae a ee $68,064 93 


The North American smelter at Kingston, Ontario, has 
smelted a small quantity of ore which was mined in British 
Columbia. This company has a mine about eighteen miles 
from Kingston, Ontario, but no ore has been smelted from this 
mine, as the branch railroad running between the mine and 
works is not yet completed. 

The price of pig lead on the 31st March last was £16 7s. 
6d. per ton, which would provide for a bounty of 23-4 cents 
per one hundred pounds on the lead-bearing ore mined in 
Canada. 

The London Economist of April 26, 1913, quotes the price 
in London at £18 0s. 0d. When the price exceeds £17 18s. 
9d. per ton (2,240 pounds) no bounty will be paid, 


REFINED LEAD PRODUCED IN CANADA. 


The refined lead produced in Canada from 1904 to 1912 
was as follows: 


5 te Te eae greene en 
DIOS dons na ws. ye! bes b= Wh Se pe aS 
BMIB cee oe xe ae sens a, lean has ae eee 
ee nee ee) Os 
AO eee vs es acl ab be ok nt eg ee 
ee ren water Sei ae lx eh 
SOU oo hic one! Ea ao G5 vo sos a aR een eer ae 
AMER cial slide <6 6 eae Yo oe) 4 ooh eee 
GAR ie. Cae Cio Sie ns siyad to ee ee re 


The House will see that the payment of bounties on lead 
produced has had a beneficent and wholesome influence upon 
the production of lead in Canada. I desire that it should be 
noted that this is not a new bounty, but an extension of time 
during which the appropriation already made may be availed 
of by the lead producers of Canada. 


CONCLUSION. 


Now, I have come to the conclusion of what I fear has been 
a rather long drawn out and tedious budget. I have to repeat 
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my thanks for the courtesy extended to me by my right hon. 
friend the leader of the Opposition and my hon. friend from 
Halifax in acquiescing so willingly and generously in my pro- 
ceeding with the budget without having given notice of the day 
upon which it was to be brought down. I have already ex- 
plained to the House the reason why I found it necessary to 
depart from the usual rule, which is a very commendable one. 
I understand that my hon. friend from Halifax may not desire 
to continue the debate at once, because he has had no notice, 
such as is usually given, as to the figures which I have laid 
before the House. We are entirely agreeable to that course, 
or such other course with respect to proceeding with the budget 
debate as may commend itself to hon. gentlemen opposite. I 
have to thank the House for the patience, courtesy and attention 
with which it has listened to me. , 
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HOUSE OF COMMONS AT OTTAWA, MONDAY, 
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WAYS AND MEANS—THE BUDGET. 


Hon. W. T. WHITE (Minister of Finance) moved that the 
House go into Committee of Ways and Means. He said: Mr. 
Speaker, the Budget Speech of last year was delivered on May 
12. Upon that occasion I indicated my views as to the outcome 
of the fiscal year ended on March 31 previously. The books 
when finally closed showed the actual results as somewhat better 
than the estimate which I had made. The main features were, 
however, substantially as predicted. 


FISCAL YEAR 1919-13. 


The fiscal year 1912-13 was characterized throughout by the 
greatest expansion the Dominion has yet known. The extra- 
ordinary activity in every department of effort, agricultural, 
industrial, commercial and financial, combined to produce a 
result strikingly in excess of anything of the kind in our pre- 
vious fiscal experience. The revenue of the year exceeded that 
of the preceding year by no less a sum than $32,581,686.09. 

The various sources from which this revenue was derived 
with comparative figures of the two years may be found in the 
table which I shall now read and place upon ‘ Hansard’ for the 
information of members of the House, who may be interested 


in the statistical details: 
en 


CONSOLIDATED REVENUE FUND. 


SS 1911-2. 1912-13. Increase. 
Guslomish ee ce eS OO LUDINO ge Sale lll 6469.37 3 |$26,712,826.55 
LONdUlsiomen io OS) Tom OROS 19,261,661.97 21,447,444 .94 2,185,782 .97 
Post .OMmicer as ake es) bis) ais 10,492,394 .18 12,051,728 .86 1,559,334 .68 
REM EINS o- oe 2h of Daou 11,034,165 .83 12,442,203 .46 1,408,037.63 
Miseellaneous.. .. .- «- 10,268,123 .20 10,983,827.46 715,704.26 
| $136,108,217.36 $168,689,903.45 $32,581,686.09 


Tt will be observed that the principal increase arose, as was 
to be expected, from customs, although the revenues from other 
sources showed also a marked expansion. The remarkable and, 
so to speak, abnormal activity which characterized the year is 
reflected in the general increase of the revenue under every 
heading. 


GONSOLIDATED FUND EXPENDITURE, 1912-13. 


The consolidated fund expenditure for the year 1912-15 
amounted to $112,059,337.41, a sum considerably less than my 
estimate. The increase in expenditure upon current or ordin- 
ary account over that of the previous year amounted to $13,898,- 
096.64. This increase was due to larger appropriations made 
for the public service generally, to the readjustment of certain 
provincial subsidies and to enlarged expenditure in the Post 
Office and Railway Departments, the increase being partially 
offset by inereases in earnings upon the other side of the 
accounts. 

The consolidated fund revenue, amounting, as I have stated, 
to $168,689,903.45, and the expenditure to $112,059,537.41, 
the surplus on consolidated fund account for the fiseal year 
1919-13 was $56,630,366.04 available for meeting capital and 
special expenditures, which, in the absence of any surplus, 
would have to be wholly met by borrowing. 


CAPITAL AND SPECIAL OUTLAYS, 1912-13. 


These capital and special outlays were as follows: 


National Transcontinental railway .......- $18,767,011 44 
Quebec bridge: eae eee ee ee ee Sa aey 1,512,825 96 
Hudson Bay railway .......+---+-+--++-+e:-> 1,099,063 15 
Other: railways lon esi teins wie cele eel ain o> 2,509,988 56 
CRC Gd (eee Pe Ro Ron rie a techy ys eine ca 2,259,257 45 


PUplic Works: pte cues ere to eeenvelseelcie 6,057,514 57 


“I 


Reliway Wubsiiles’ oscars cc oute ecie eca $4,935,507 35 
Other special’ changes 4)... atest ane 255,647 89 


$32,396,816 37 
On the one hand, then, we had a surplus of. 56,630,366 04 
On the other, a capital and special outlay of. 32,396,816 37 


One digraroncey Hf x. ess ahi eco $24,233,549 67 
SR CRe TIME VEN Gl he stn aes ts ig, ak eee hes 1,384,285 36 


Representing Consolidated Fund expenditure 
for investment in Sinking Funds, it will 
be found that the net debt of the 
country at the close of the year 1912-13 
was reduced by the sum of.......... $25,617,835 63 


This is a reduction without parallel in the fiscal history 
of the Dominion. 

The reduction in net debt does not mean that we paid off 
to that extent the funded debt of Canada by the purchase or 
redemption of our sterling or currency securities. Out of the 
surplus which we had over and above all expenditure we 
invested under legislative authority over $11,000,000 in Grand 
Trunk Pacific bonds guaranteed by the Dominion, and $2,200,- 
000 in Montreal harbour debentures. 

I think I should say here, in connection with this state- 
ment, that we have taken into our account, at par, the Grand 
Trunk Pacifie bonds guaranteed by the Government, which we 
have purchased to the amount I have mentioned for the fiscal 
year 1912-13. The value of these bonds is about 75, and, if 
the statute had permitted, I should have been disposed to write 
them down to their true value and enter them at that figure 
upon the books of the Dominion. But there is no statutory 
authority for so writing them down. The reason I mention 
the matter here is because the $11,000,000, which we have on 
our books as the investment for the year 1912-13 in Grand 
Trunk Pacific bonds, guaranteed as to principal and interest 
by the Dominion, would be reduced by about twenty-five per 
cent of that amount, and to that extent the reduction in net 
debt I have mentioned would be diminished. I think it only 
fair that I should make that statement. Notwithstanding that, 
the reduction in the net debt, even if so diminished, would 
still be without parallel in the previous history of the 


Dominion. 
FISCAL YEAR 1918-14. 


Turning to the fiscal year 1913-14, which ended on March 
31, we find an important factor which has exercised a marked 
influence upon our finances. I refer to the severe, prolonged 
and world-wide financial stringency, which, becoming marked 
in the autumn of 1912 when the Bank of England rate was 


8 


raised to five per cent, has continued uninterruptedly almost: 
to the present time. This stringency was accompanied, as was 
to be expected, by a restriction of commercial credits and by a 
serious limitation of the supply of capital hitherto available 
in the international money markets for the enterprise of bor- 
rowing nations such as Canada. The result has been a sharp 
check upon expansion and a trade slackening, which appears 
to be not confined to any particular country, but to be general 
throughout the world. Later in my speech I shall deal with 
this condition at greater length. I refer to it now because of 
its bearing upon the financial result of the year. 

The fiscal year 1913-14 ended on March 31, but, under the 
provisions of the law which authorizes an extension of time 
for the closing of the accounts of the year, it will be some 
weeks later before the books are closed and all the items brought 
to account. It is possible, however, to make a fairly close 
estimate of what the ultimate result will be shown to be. 

It is estimated that the revenue for the year 1918-14 will 
reach $163,000,000. This estimated revenue will fall short 
of the revenue for the previous fiscal year 1912-13 by nearly 
six million dollars. In connection with this falling-off in 
revenue caused by the financial stringency and consequent 
trade slackening to which I have alluded, it is instructive 
to recall the years 1907 and 1908, when somewhat similar 
conditions were attended by similar results. The money 
stringency of 1907, while more acute while it lasted, was 
neither so prolonged nor widespread as the stringency of the: 
past two years. It was followed, as was to be expected, by a 
trade depression of many months’ duration, which exercised 
a similar influence upon the revenues of the Dominion. To 
particularize: the revenues of the Dominion, which for the 
fiseal year 1907 had reached a total of $96,000,000, showed 
in the following year a diminution of about eleven million 
dollars, a reduction of over eleven per cent. 

The expansion which characterized the revenues of 1912-13 ~ 
continued, although in diminishing degree of increase, until the 
end of September last. At the expiration of that period the 
revenue for the six months from April 1 to September 30 ex- 
ceeded that for the corresponding six months of the previous 
fiscal year by $5,499,065.40. From October to the end of 
March this increase had been turned into a decrease of $5,059,- 
598.54. in other words, during the six months’ period from 
Octuber 1 to March 31 the decrease in the revenue amounted 
to $10,538,663.94. I place upon ‘ Hansard’ a tabular state- 
ment showing the gross revenues for the corresponding months 
of the two fiscal years: 


1912-13. 1913-14, 


AS eath ask ss stea, SEL ULG heb TE $12,145.445 78 
DER Pes uias ee ss OS the 13,636,718 10 14,818,918 33 
SRUBES 5 co oaeeee cela 13,181,946 75 14,304,316 25 
WULG. clave lait eel bese eee 14,619,207 22 15,811,914 26 
DRIGMIAE US cs Mea woe “Sele: 14,445,849 42 14,547,853 20 
September... ..f coe kn 14,475,483 52 15,249,258 36 
COCEONOR A ent sc) ricki fe 14,758,946 72 14,225,598 16 
November)... os 3s i. 6. 14,297,778 28 13,536,981 32 
BieCOmper. esis) chr hw ck 14,142,180 59 12,931,466: 77 
SARORLY 2% 15 eee, Se 13,442,378 80 11,529,753 30 
ODEMATY Gos) aise nso. Ac 13,135,870 58 9,698,120 91 
Marchs..4..; PORE ae oe 14,372,331 40 11,688,901 97 


The decline has been experienced chiefly in the customs 
revenue. The receipts from other sources of revenue have held 
fairly well, and the set-back in customs, while substantial, can- 
not be regarded as serious when the volume of the revenue is 
taken into consideration. The causes of the shrinkage are un- 
doubtedly those which I have indicated, viz: the financial string- 
ency and its concomitants, restriction of credit and contrac- 
tion of business enterprise. 

The revenue for the present year will, then, approximate 
$163,000,000, 

Let us now consider the expenditure. First of all, the 
ordinary Consolidated Fund expenditure will probably reach 
$126,500,000, or about $14,500,000 in excess of last year. At 
the last session of Parliament fairly generous appropriations 
were made for all divisions of the ordinary services of the coun- 
try. The main increases will be found in Public Works (ex- 
penditure chargeable to income) and in the expenditure on 
account of post office, railways, agriculture, and militia. With 
the growth of the country the other sérvices have required addi- 
tional outlays, with the result that for the current fiscal year, as 
I have stated, there will be an increase in the expenditure on 
account of Consolidated Fund of about $14,500,000. <A rey- 
enue of $163,000,000 and an _ expenditure of $126,500,000 
leaves a surplus of revenue over and above the amount required 
for expenditure upon current account of $36,500,000. 

The surplus for the year, then, will be thirty-six million 
five hundred thousand dollars as compared with fifty-six million 
dollars last year. 

In connection with this matter of surpluses, it may not be 
out of place for me to point out that from the year 1902 forward 
there have been substantial surpluses of revenue over current 
expenditure, running from $14,000,000 in 1902-3 to $22,000,- 
000 in 1909-10, to $30,000,000 in 1910-11. For the year 
1911-12 our surplus was $37,000,000, for 1912-13, as I have 
stated, $56,000,000, and for last year, 1913-14, the figure which 
I have just given, $36,500,000. So we have had during the 
last three years the largest surpluses in the financial history of 
the Dominion. 
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In addition to the ordinary or running expenditure, we have 
further the capital outlays upon our larger public works and 
national undertakings, such as the Transcontinental railway, 
the Intercolonial railway, Hudson Bay railway, Quebec bridge 
and other works involving heavy expenditures, which have 
always been regarded as being properly the subject of borrow- 
ing. It must be obvious to all that the taxpayer of the day is 
not to be expected to defray each year the entire capital cost of 
works such as railways, canals, harbour improvements, dry 
docks, and other expensive undertakings which once constructed 
become national assets of great productive value to the Domin- 
ion for generations to come. The propriety of constructing 
these works, partially at least, with funds raised upon the credit 
of the country does not appear to me to be open to challenge or 
controversy. 


SPECIAL SUBSIDIES TO RAILWAYS. 


The House will recall that last year it was considered advis- 
able to render material assistance to railways in order that their 
work of construction might not be interrupted by reason of the 
prevailing adverse monetary conditions and the consequent 
stoppage of funds which previously had been obtainable in the 
London money market by the railway companies themselves 
through sales of securities. For this reason and because it was 
thought proper that, having regard to the cost, magnitude and 
national importance of the enterprise, further government aid 
might fairly be granted them, subsidies to a large amount were 
granted to the companies embraced in the Canadian Northern 
railway systems. On account of these and other railway sub- 
sidies the sum of $19,000,000 has been expended during the 
fiscal year 1913-14. A loan of $15,000,000 was also authorized 
to the Grand Trunk Pacific Railway Company, secured by the 
guarantee of the Grand Trunk Railway Company. 

My estimate of the expenditure upon capital account, 
upon railway subsidies and other special accounts, is the sum 
of $57,000,000. To meet this we have on revenue account a 
surplus of $36,500,000, leaving a debit balance of $20,500,000, 
from which we must deduct $1,500,000, representing invest- 
ments made in sinking funds. The result then will be that 
in respect of capital and special accounts aggregating, as I 
have stated, the sum of $57,000,000, the net debt of Canada 
will be increased by the sum of $19,000,000. Putting the 
matter another way, our revenues will have been found sufh- 
cient to meet all current and capital expenditures including 
railways, canals, harbour and public buildings expenditure, 
and we have been obliged to increase the debt only by reason 
of the unusual and abnormal expenditures upon railway sub- 
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sidies. 1 believe I am fully justified in making the state- 
ment that in the trying financial conditions which prevailed 
last year the action of the Government in coming to the assist- 
ance of the railways alone rendered the continuation of their 
enterprises possible, at all events for the year in question. 
The consequences of the interruption of the work of construc- 
tion would, I need scarcely say, have been of the most serious 
character to the Dominion as a whole. 

Under all the cireumstances of the year, an increase in the 
net debt in the sum of $19,000,000 must be regarded as emi- 
nently satisfactory, especially when it is borne in mind that 
in the fiscal year 1908-09, following a much less trying period 
of financial stringency in 1907-08, the net debt of the Do- 
minion was increased by no less a sum than $46,000,000. It is 
also to be noted that, notwithstanding this increase, the net 
debt of Canada when the books for 1913-14 are closed will 
be less by several million dollars in amount than it was in 
1911 when the present Government assumed office. The ex- 
planation of this lies in the fact that during the year 1912-13, 
when the revenues amounting to upwards of $168,000,000 
were abnormal, and due in considerable measure to commer- 
cial inflation, the Government was able to achieve a reduction 
in the net debt which more than offsets the increase rendered 
necessary by the abnormal conditions of the year just closed. 


MATURITIES AND BORROWINGS, 1913-14. 


In my Budget of Jast year I made mention ot the fact 
dhat only two loans remained to be provided for until the year 
1930. One of these for £1,700,000, being portion of a 4 per 
cent loan guaranteed by the Imperial Government and issued 
in 1878, matured on October 1 last, and was duly paid off, as 
was also a small currency loan originally issued in Canada in 
1883 at 4 per cent, but subsequently extended at the rate of 
33 per cent and amounting to $1,446,565. The other loan to 
which I referred was originally issued for £6,000,000, of which 
£5,487,080 is now outstanding, the difference representing 
a cancelled sinking fund investment. This loan was issued 
in the form of bonds and is redeemable on July 1, 1919, with 
the option to the Government to redeem the whole or any part 
by drawings at par on or after July 1, 1914, on giving three 
months’ notice. With the money market in its present con- 
dition, and our borrowings in consequence being upon a 4 
per cent basis, it is not our intention to redeem this loan on 
July 1 next. Unless indeed there is a marked change in 
monetary conditions in the early future it is probable that this 
loan will run its full length to July 1, 1919. So much for 


our maturities, as to which the situation must be regarded as 
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entirely satisfactory, there being no funded loans becoming 
payable for five years to come. 

I have stated that notwithstanding that our estimates last 
year were exceptionally large, we have paid our way out of 
revenue so far as current-and capital outlay are concerned. I 
have also stated that the net debt of the Dominion would be 
increased by practically the amount of our special outlays 
upon subsidies and other special accounts. 

But while this is the case, our borrowings for the year were 
considerably greater than the amount by which the net debt of 
the Dominion has been increased. This was occasioned by the 
additional large expenditure which we were obliged to make 
upon investments which constitute a set-off to the increase in 
the gross debt which they render necessary. Let me recapitu- 
late the special outlays and investments for which it was neces- 
sary to borrow during the past fiscal year: 

Railway subsidies and other charges, $20,000,000; invest- 
ment in Grand Trunk Pacific bonds, guaranteed by the Dom- 
inion, $12,872,333.27; Grand Trunk Pacific loan, $8,500,000 ; 
advances to Montreal and Quebec Harbour Commissioners, 
$5,312,000; total, say $46,684,333.27. Add loans matured, 
$9,719,898; total, $56,404,231.27. 

In June, July and August last the London money market 
was most unfavourable for the issue of new permanent loans. 
The Balkan war, greatly disturbing in itself to all the money 
centres of the world and much more so by its menace to the 
peace of Europe, was still being waged, with the intermission 
of a futile truce, with the most relentless ferocity on the part 
of the combatants. While it held the stage there could be no 
settled financial conditions and no promise of amelioration of 
the worldwide stringency. In further aggravation, anarchy in 
Mexico became an additional and potent factor to trouble the 
exchanges and bourses of Great Britain and the continent. 
Many important issues of governments, states, provinces and 
municipalities, which had been obliged, owing to the adverse 
conditions, to resort to temporary borrowings to be met by 
funding operations, were overhanging the market awaiting a 
favourable opportunity for emission. In these circumstances, 
the Bank of England rate being five per cent, it was not con- 
sidered expedient, during the months mentioned, to attempt to 
make a permanent issue, and resort was had to treasury bills, 
of which £1,000,000 were discounted on August 25, 1913, due 
February 16, 1914, at the rate of 4 15/16 per cent per annum. 

In September further treasury bills were issued to the 
amount of £1,000,000 maturing March 16, half at 43 per cent, 
and the remainder at 42. On November 19, £1,700,000 of bills 
were discounted at 48. These fall due on November 19, 1914. 
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In all £3,700,000 of treasury bills were discounted during the 
year. 

To meet the maturities I have previously referred to, 
amounting to about ten million dollars, and to provide addi- 
tional funds for the special outlays of the Dominion, £3,000, 
000 of four per cent stock redeemable October 1, 1960, with 
the option of the Government to redeem the whole or any por- 
tion thereof in 1940 on giving three months’ notice, was issued 
on September 25, at the price of 99, and on December 3, a 
further amount of £4,000,000 similar stock was issued at 97, 
making a total of £7,000,000 of permanent stock issued before 
the close of the calendar year 1913. Of the last mentioned 
loan £1,000,000 was used to redeem treasury bills due Feb- 
ruary 16, 1914. 

To meet £1,000,000 treasury bills maturing March 16, to 
provide for the balance of the Grand Trunk Pacifie loan 
amounting to $7,500,000 and to complete the purchase of Grand 
Trunk Pacific bonds guaranteed by the Government of Canada 
to the amount of about $10,000,000, it became necessary to 
issue a further loan of £5,000,000, of the same character as 
previous loans, which we were able to accomplish in the recent 
improved condition of the market at 99, two points in advance 
of the previous issue. 

The purchase of Grand Trunk Pacific bonds has not only 
enabled the Dominion to make a substantial saving upon 
the amount it would otherwise have been obliged to pay in 
implementing to par the price which would be realized for 
these securities if sold as they would have been from time to 
time, but also has served to protect the credit of the country 
from the consequence of the issue of such low interest-bearing 
debentures upon the London market. There is the further fact 
that so far as the public are concerned our outstanding guar- 
antees are less than they would have been by the amount of our 
purchases. From the London financial community I have 
heard nothing but commendation of the action of the Govern- 
ment in this regard. It should therefore be borne in mind in 
connection with our borrowing that uo less a sum than $24,- 
605,806 has been required so far to take up these bonds which 
are, of course, an asset in the treasury of the Dominion. 

I think I may fairly set forth to the credit of the Govern- 
ment the fact that notwithstanding our heavy borrowings the 
net debt of Canada is less than it was when we took office, and 
that guarantees of securities have been reduced so far as the 
outside world is concerned by over $24,000,000. 

The House has long known that the Dominion, in common 
with all other Dominions of the empire, has been obliged to go 
upon a four per cent basis in the sale of its securities. 
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The causes for the increase in the price that has to be paid for 
money have been frequently discussed and it is not necessary 
that I should go over the ground again. So far as I can see it 
will be some considerable time before there is likely to be even 
the prospect of a return to the lesser rates. However, no one’s 
opinion upon a question such as this is of much value because 
rates of interest are dependent upon causes and conditions 
infinitely varied, complex and fortuitous, and not at all sus- 
ceptible of forecast. 

The rates of interest which we were obliged to pay on treasury 
bills and the permanent issues we have made were such as the 
stringent conditions of the year demanded. I am glad to be 
able to say that they were on the whole relatively low and that 
the Dominion still retains the premier place among the selt- 
governing dominions so far as the price of her securities in the 
London market is concerned. 

There has been a good deal of comment of a critical and 
sometimes of an adverse character upon the fact that the public 
has subscribed for only a small percentage of Dominion loans 
offered upon the London money market. The House is no doubt 
familiar with the mode of raising money by loan in that finan- 
cial centre. The first step is to get our loan underwritten 
through our fiscal agent in London, and when it is underwritten 
it is a success so far as we are concerned, because our money is 
certain. The only object of underwriting and paying 
a commission to the underwriters is to ensure that 
if the public do not respond when the issue is made 
the underwriters will, to the extent that the public do not 
respond, take up the instalments as they mature. As I have 
said, when the loan is underwritten the money is secured. 
There has grown up in London of recent years a habit on the 
part of the public, particularly in connection with large govern- 
ment loans, of waiting until the lists are closed in the hope that 
the underwriters, being saddled with a large proportion of the 
loan, will be willing to sell at a small discount. For the infor- 
mation of the House and as illustrating that custom, to which I 
have referred as growing up in connection with government 
loans, I desire to place upon ‘ Hansard’ the record of the past 
two years as to Dominion of Canada issues and issues made by 
other dominions of the empire. 


Dominion of Canada loans: 
£5,000,000, Feb., 1912, underwriters got 65 per cent. 


£3,000,000, Oct., 1913 50 wg 
£4,000,000, Dec., 1913 es 82 of 
£5,000,000, Feb., 1914 ss 78 Es 
West Australia: ° 
£1,000,000, Feb., 1912 ss TA < 
£1,000,000, Dec., 1912 se 44 ‘s 
£2,000,000, Apr., 1913 os 54 “t 


£1,000,000, Nov., 1913 os 78 


Queensland : 

£2,000,000, July, 1912, underwriters got 89 per cent. 

£2,000,000, Jan., 19138 a 80 a 
New Zealand: 

£4,500,000, June, 1912 se 85 at 

£3,506,000, Oct., 1913 Be 92 e 
New South Wales: 

£1,500,000, Oct., 1912 + 52 sf 

£3,000,000, Mar., 1913 e 84 

£3,000,000, Jan., 1914 90 “ 
Government of India: 

£3,000,000, Apr., 1912 ia 87 ue 
Union of South Africa: 

£4,000,000, July, 1912 a 84 es 
Tasmania: 

£1,300,000, Jan., 1913 “ 85 sf 
Government of Victoria: 

£3,000,000, June, 1913 * 40 a3 

£2,000,000, Sept., 1913 “ 53 xS 


On the other hand, I should point out that there were sev- 
eral issues made in January of this calendar year which were 
almost immediately over-subscribed, there being at that time 
a certain amount of speculation in connection with these gilt- 
edged securities due to the loosening up of money and the 
expectation that monetary conditions would be materially easier 
in the comparatively near future. After a sudden outbreak 
of speculative activity in gilt-edged securities, which resulted 
in a number of issues being over-subscribed in a day or two, 
the market has resumed its accustomed condition and we have 
found the underwriters taking a large percentage of loans 
recently issued to the public. 


TIIE DEBT OF CANADA. 


In connection with the subject of our loans, a word as to 
the debt of Canada may not be out of place, especially as our 
borrowings have been made the subject of criticism for the 
most part entirely uninformed in certain of the British and 
Canadian press. 

The Public Accounts for 1913 show the following figures 
relating to the debt of Canada: 


Total Debt. Total Assets. Net Debt. 
DOSER we nc terete eae se $474,941,487 $134,899,435 $340,042,052 
EGA oe) nla) eee Lae ee le 508,338,591 168,419,131 339,919,460 
POSS sis a. me aay Se 483,232,555 168,930,929 314,301,625 


The year 1911-12 showed, therefore, a reduction in the net 
debt of $122,591.32, and last year a reduction of $25,617,- 
835.03. This year we shall show an increase of $19,000,000, 
but notwithstanding this, the net debt of the Dominion will be 
over six million less than it was two years ago. Since Con- 
federation there are shown in the Public Accounts only eight 
reductions in the net debt of Canada, of which two belong to 


the present regime. 
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Of the total debt the amount of the funded debt payable 
in London on March 31 of last year was $258,679,819. This 
amount has since been increased by about fifty-eight million 
dollars for the purposes I have mentioned. The balance of the 
total debt is represented by small funded currency debts pay- 
able in Canada amounting to $2,190,767; Dominion notes to 
the amount of $112,101,885 for which, save as to the amount 
of $22,500,000, the Dominion holds dollar for dollar in gold; 
savings banks deposits of $57,140,483 for which ten per cent 
in gold is held; provincial notes $39,220; compensation to 
seigniors, $38,091; trust funds, $15,167,803; province ac- 
counts, $11,920,481, and miscellaneous accounts, $25,954,002. 
The assets of the Dominion which are deducted from the gross 
to ascertain the net debt, were at the end of last fiscal year as 
follows: 


Sinking. UNAS. Gie-caced ars eretascushe cede wilesetetenenerecsee $ 18,737,567 
EAVESCHIEN ER 65 6 Fare ea eres aia aeeber cue rekatenerertete 43,885,324 
PLroviniCeeacGCOunesasicattcnern tet tae ciicese tenets 2,296,327 
Miscellaireousmaccounter acres init enor 109,011,709 


In the last named account is included specie amounting to 
$98,725,822. 


FINANCIAL CONDITIONS. 


Looking back upon the year 1913, it is apparent that the 
whole world passed through one of those severe financial crises 
with which the student of economies is familiar as regularly 
recurring phenomena in the financial world. The Balkan war, 
while immediately responsible for the critical conditions which 
developed, probably disclosed rather than caused the situation. 
World-wide expansion in trade, unprecedented demand from 
all parts of the world upon the loanable capital in the inte:- 
national financial centres, the constantly increasing expendi- 
tures upon militarism and armaments, the exhausting wars of 
the past few years, personal and public extravagance, specula- 
tion and price inflation, all co-operated to bring about the fin- 
ancial conditions under review. The banking community, 
always the first to sense approaching money-scarcity, took pre- 
cautions well in advance, curtailing credits and limiting the 
commitments of their customers. Liquidation was forced 
throughout the world, with the result that at length, about the 
end of last year, the money supply was more nearly equalized 
to demand. Since the turn of the year the Bank of England 
rate has fallen to three per cent, and the outlook for easier 
money conditions appears much more favourable than at any 
time during the past two years. 

Our own financial institutions stood the strain well. As 
evidencing their ability to cope with unusual emergency, I 
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need only refer to the ease and celerity with which the financ- 
ing of the western harvest was accomplished under the arduous 
monetary conditions of last fall. So far as the financial string- 
ency is concerned, we may consider that the worst is over. 
From this time forward until the culmination of the next 
economic cycle, we are, on the experience of the past, justified 
in looking for much more normal monetary conditions. For 
the immediate future it must not be forgotten that vast refund- 
ing operations must still be carried out in London, Paris and 
other centres, making heavy demands upon the money supply 
available. During the past year there was much criticism of 
Canadian borrowing. Some of this criticism was just, most 
of it unjust, but perhaps not blame-worthy under the trying 
conditions which beset the London market. The criticism 
which I describe as unjust regarded not at all the question of 
the security offered nor the price at which the company, muni- 
cipality, province or Dominion offered its securities, but only 
the fact that money was being sought. On the other hand, it 
was realized by all sensible financial men and journals that a 
borrowing country, such as Canada, in the midst of a vast con- 
structive epoch in her history, could not suddenly discontinue 
her borrowings without the most serious risk of loss to British 
and other investors who have so freely furnished the capital 
for railway and industrial undertakings which must be finished 
to be productive. On the whole, Canada received generous 
treatment at the hands of British capital last year. More money 
was borrowed than in any previous year, but it is probable 
that a very substantial part of the total was devoted to the 
liquidation of floating indebtedness or Treasury bills negotiated 
at an earlier date. 

When we consider, apart altogether from its physical 
resources and its economic strength as a community, the great 
public works owned and paid for by the Dominion—its canals, 
railways, including the Intercolonial and the now almost com- 
pleted National Transcontinental—it can be affirmed with cer- 
tainty that the national debt of Canada has been kept within 
very moderate bounds indeed. 


TRADE, 


The trade of Canada, as measured by the aggregate of the 
total imports and total exports, reached in 1913 the record 
figure of over one thousand million dollars. In the Budget of 
last year I called attention to the fact that during the last three 
years the total imports had increased at a very much greater 
ratio than the exports, and that the marked difference between 
the amount of the imports and the amount of exports in 1913 
had evoked criticism on the part of some who put forward the 
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view that we might expect to be drained of our gold if the con- 
dition continued. I pointed out at the time that Canada was a 
large borrower of capital required for the construction of our 
transcontinental railways, of great public works, for industrial 
and commercial enterprises, and for the municipal services of 
our rapidly growing communities. Expenditure of this kind 
is of a capital nature, and money borrowed for the purpose of 
making it is loaned, not upon terms of immediate repayment, 
but for investment. As a great part of our imports represented 
our borrowings, and found their way into works and undertak- 
ings of the character mentioned, it is obvious that the situation 
was very different from what it would have been had our 
imports been for immediate consumption, in which case the 
adverse balance of trade would have been fraught with serious 
consequences, if indeed it would have been possible for it to 
exist at all. The question then was whether Canada would be 
in a position to pay with her exports not for all her imports, 
but such only as did not represent capital borrowed abroad for 
productive undertakings and interest upon her borrowings, past 
and present. Keeping this distinction in view, and the further 
fact of the vast amount of capital and effects reaching the 
Dominion by immigration, it became apparent that the adverse 
balance of trade gave rise to no cause for alarm. But, while 
this was so, it is a gratifying feature of the trade of 1913-14 
that the exports have increased in a marked ratio, and that 
the excess of imports over exports, which characterized the pre- 
vious year, has been materially cut down. While in 1912-13 
‘the percentage of the value of imports to the aggregate trade 
was nearly 64 per cent up to the end of February, 1913, the 
percentage of imports to the aggregate trade for the eleven 
months ended February 28 last was over 574 per cent, or about 
the same proportion as in the year 1908. The increase in 
exports, as shown in the following table, while chiefly in 
agricultural products, will be found to apply to the products of 
mines, fisheries, forests, animals and their products and manu- 
factures. 


Value of Goods Exported (by classes) from the Dominion—Merchandise only 
(Canadian Produce). 


: The Animals and 
Fiscal Year. The Mine. : f The Forest. their 
Fisheries. 
Produce. 
$ $ $ $ 
1908 5.05%. siscom darsey ateaeteen ten hae 39,177,133 | 13,867,368 | 44,170,470 | 55,101,260 
1909 ce sot crc ne eee ee Ee 37,257,699 | 13,319,604 | 39,667,387 | 51,349,646 
AOLO sjccas eis 0 ie tevereiens Re eae 40,087,017 15,663,162 | 47,517,033 | 53,926,515 
WOU sede icchasioe ea teres ie eee 42,787,561 | 15,675,544 | 45,439,057 | 52,244,174 
TQ1D.. sccedestinckisa ea san eaeete 41,324,516 | 16,704,678 | 40,892,674 | 48,210,654 
ME ccm aooe veneet even ce ef 07,442,546 1) 16,336,721 | 43,255,060 || 44,784,379 
11 months ended Feb. 28, 1914..| 52,469,690 | 19,153,286 | 40,997,151 | 50,147,059 
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Value of Goods Exported (by classes) from the Dominion—Merchandise only 
(Canadian Produce.) 


| 
| 
* /Agricultural; Manufac- | Miscellan- 
Hise Sea: Beaten. tures. eous. Totel: 

| 

| 

| $ 3 $ $ 
pL Le Ar Sep eae Alar | 66,069,939 | 28,507,124 67,674 | 246,960,968 
POG ee corners et tines 71,997,207 | 28,957,050 54,931 | 242,603,584 
tc dr ald age | 90,433,747 | 31,494,916 125,161 | 279,247,551 
bh eee Ricin a ener alouate | 82,601,284 | 35,283,118 285,815 | 274,316,553 
Brie Sisret on cWisis ah Stam ieal Gee ae | 107,143,375 | 35,836,284 111,676 | 290,223,857 
LS Te Tt een ak Bieta | 150,145,661 | 43,692,708 97,311 | 355,754,386 
11 months ended Feb. 28, 1914..| 191,707,483 | 51,204,162 108,617 | 404,887,448 


Notwithstanding the fact that during the current fiscal year 
Canada has been experiencing with the rest of the world a 
severe strain upon commercial credits, owing to the financial 
stringency to which I have previously adverted, I am pleased 
to be able to announce that the trade statistics for the year will 
exceed those of last year, when they reached the record figure 
of over one billion dollars. For the eleven months ended 28th 
February, 1914, the total imports amounted to $597,420,545, 
and the total exports to $440,631,104, or a total of $1,038,- 
051,649. With the figures for March added, the record of 
last year will be substantially exceeded. I place upon ‘ Han- 
sard’ in tabular form the comparative figures since 1908: 


Total Trade of Canada with all countries (including coin and bullion). 


tars Percentage 
exports Can- of value of 
Fiscal Year. sien adian and | 4 wave imports with 

vee foreign : aggregate 

produce. trade. 
$ | 8 $ % 

BLUE bs OnE aL TOP ee a ee ea 370,786,525 | 280,006,606 | 650,793,131 56°97 
BID ores cto ase ate aclpie cy otefureoone wees | 309,756,608 | 261,512,159 | 571,268,767 54°22 
Bere sett Seay S eiwiy Shs er | 391,852,692 | 301,358,529 | 693,211,221 56°52 
ROLE ceases te eka ree des | 472,247,540 | 297,196,36& | 769,443,905 61°37 
BT penis ides 8 oe LEDs STs | 559,320,544 | 315,317,250 | 874,637,794) 63°94 
IVES cet one ae Acs a eo .| 692,032,392 | 393,232,057 |1,085,264,449 63°76 


11 months ended Feb. 28, 1914..| 597,420,545 | 440,631,104 |1,038,051,649 57°55 
| 


It will be of interest to the House if I show the percentage 
of value of imports with aggregate trade, because the question 
of balance of trade has been so much discussed in Canada and 
Great Britain. In 1908 the percentage of value of imports 
with aggregate trade was 56.97 per cent; in 1909, 54.32 per 
cent; in 1910, 56.52 per cent; in 1911, 61.37 per cent; in 
1912, 63.94 per cent; and I have shown that this year the per- 
centage has fallen to 57 per cent, which was about the rate in 
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I also present for the information of the House a table 
showing the aggregate of our imports and exports from and to 
the United Kingdom and the United States: 


TRADE WITH THE UNITED KINGDOM-—MERCHANDISE ONLY. 


Exports to 
Toports tor | the United 
Fiscal Year. tion from at RS A eRreR ate 
sholTuited anadian rade. 
ansdom and Foreign 
8 5s Produce. 
$ $ $ 
19083 3.< esd rogaine, byecanePe reesei eer 94,417,314 134,477,124 228,894,438 
L900 Sn Natrou te eatin ea aio nee eres 70,682,101 133,745,123 204, 427,224 
LO1O6 cic eee eee eras eee er ta 95,336,427 149,630, 488 244,966,915 
Ue) Ree esrcdeosactcemese man aac 109,934,665 136,962,971 246,897,636 
QU OS Re atirys eo checua nm eer apeye 116,906,212 151,833,379 268,739,591 
ah Re iione mem Ene Gober ara 138,652,198 177,982,002 316,634,200 
11 months ended Feb. 28, 1914....... 120,819,158 214,632,520 335,451,678 


The table indicates that there will be a falling off in the 
imports to Canada from the United Kingdom. 
There has been a very large increase of exports to the 


United Kingdom from Canada during the past fiscal year. 
Now, I have some figures showing the trade between Canada 
and the United States of America. I may say for the informa- 
tion of the House that Canada is the second customer of the 
United States to-day. The largest part of the export trade of 
the United States is with Great Britain and the second is with 
Canada. On the other hand, Canada is fifth in her sales to the 
United States, coming, I believe, even after Cuba as far as the 
figures of the United States disclose. The following table 
shows the imports from and exports to the United States: 


MERCHANDISE. 
Exports to 
Imports for | the United 
Consump- States, 
Fiscal Year. tion from Canadian Aggregate 
the United and rad de. 
States. Foreign 
Produce. 
$ 3 $ 
LQOB v2, oss jslaaralc cae Pa eee re 204,648, 885 96,920,138 301,569, 023 
1909} siccs, Ute tore een error crane 170,056,178 91,022,387 261,078,565 
ph!) Ul Seater irre riers: artis: Attar 217,502,415 110,614,327 328,116,742 
LOM cee want crane on eae eee 274,844,858 112,208, 676 387,053,534 
LOL Divs crarectsteiate ects eealout eens 330,428, 502 112, 956,295 443,384,797 
VOB. os actos wietes weal eee eee ee 435, 783, 343 150,961,675 586,745,018 
11 months ended Feb. 28, 1914.. ......] 361,948,599 161, 203,378 523,151,977 
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There was a falling off in our imports from the United 
States in the past year, as there was in our imports from Great 
Britain. On the other hand, as in the ease of Great Britain, 
our exports to the United States substantially increased. I 
think the inerease is due, in large measure, to the Underwood 
Tariff, which has placed live stock, dairy and certain other 
farm products, fish, manufactures of lumber, and other natural 
and manufactured products of Canada, upon the free list. 


An hon. MEMBER: What is the aggregate trade with the 
United States ? 


Mr. WHITE: The agggregate trade with the United 
States in the year 1912 was $443,384,797, in 1913 it was 
$586,745,018, and for the eleven months ended February 28, 
1914, it was $523,151,977. 


Mr. A. K. MACLEAN: Will the minister give the 
increased exports to Great Britain this year over last year? 


Mr. WHITE: In 1913 the exports to Great Britain were 
$177,982,002, and, for the eleven months ended February 28, 
1914, our exports were $214,632,520. I am of the view that a 
large contributing cause to the result was the export of our 
wheat. It will be recalled by the House that the western har- 
vest was exceptionally early last year and, as I have stated 
before, it was moved to market with great celerity and despatch. 


IMMIGRATION, 


I turn now to the statistics of our immigration. It is grati- 
fying to know not only that the stream of new settlers continues 
to flow into the Dominion, but that there is also apparent from 
year to year a marked improvement in the class arriving due 
to restrictive regulations. The arrivals for the past five fiscal 
years and eleven months of the present fiscal year have been as 
follows: 


. wo le} 

Pe % = g 

‘ea 5,5 3 

S=i 3D ES 
Fiscal Year. a 5 a3 Ea Totals. 

3% 383 £ 

25 SSH ' 

oO oO P 

| 

ROO. do oes aoe cane se Pei glia, 52,901 34,175 | 59,832 146,908 
WOO ERS ci. bs vay ananeeerekcheeenet 59.790 | 45,206 | 103,798 | 208,794 
WO -1 7 Fok iia « wits» ch ae ooo} 128,018 66,620 | 121,451 311,084 
pi Os bee ee Ter at Oe ees 138,121 82,406 133,710 354,237 
BOERS) ise vietioss his Pet bea td aeaeS 150,542 112,881 139,009 402,432 
Wis 14 TEA ck). nae ocho ats 136,699 | 128,933 | 97,406 | 363,038 
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For the whole fiscal year 1918-14 the total immigration 
will likely reach 390,000; that is four times the population of 
our smallest province or enough persons if settled in a com- 
munity to make thirteen constituencies according to the present 
units of representation. 

For the calendar year 1913 the total immigration to Can- 
ada was 418,909, divided into 156,984 from the British Isles, 
115,751 from the United States and 146,174 from other coun- 
tries. According to official estimate the value of effects together 
with the capital brought in by these immigrants would exceed 
the sum of $100,000,000. This is, however, the least important 
part of their contribution, the most valuable as a national asset 
being the energy, intelligence and character which they bring 
to the upbuilding of the nation. 


FISCAL YEAR 1914-15. 


I now approach consideration of the fiscal year which com- 
menced on April 1. Preliminary to such consideration it may 
not be out of place to make some brief observations as to pre- 
vailing business conditions in Canada and elsewhere. There 
is no doubt that the severe and prolonged financial stringency 
through which the business world has passed and from 
which it is only now emerging marked the culmination of one 
of those so-called trade cycles well known to economists. The 
phenomena of these cycles are well known. First a surplus of 
loanable capital attended with easy money conditions and low 
interest rates, next commercial activity promoted and sustained 
by abundant supplies of such capital resulting in profitable 
trade and rapid extension of enterprise, next, in consequence 
of such rapid extension, an undue proportion of the money 
supply of the world finding its way into fixed capital, then 
shortage of liquid resources among financial institutions, fol- 
lowed as a matter of necessity in order to rectify conditions, 
by advancing rate of interest with curtailment of credit and 
consequent restriction of trade. When this last condition is 
reached and has prevailed-for such time as is necessary to per- 
mit of the accumulation of loanable capital in sufficient surplus 
to bring about easy interest rates, another cycle, such as I have 
described, after a more or less prolonged commercial pause dur- 
ing which confidence is being gradually regained, is entered 
upon at its beginning. Viewing world-wide conditions during 
the past few years, it is apparent that such a period has been 
passed through. We have seen normal money conditions, good 
times throughout the world, the expansion of enterprise, vast 
increase in capital expenditure upon railway and other con- 
struction in Asia, India, Egypt, and in North and South 
America. Last year there was experienced a shortage of 
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capital in all the financial centres with constantly increasing 
interest rates until, after a period of prolonged and severe 
liquidation and the elimination of vast amounts of inflated 
values, something like normal money conditions again prevail. 
The world is now in a period of general but it is to be hoped 
temporary trade slackening. Without such slackening the 
financial stringency must have continued. The trade slacken- 
ing alone could bring it to its appointed end. 

The conditions to which I have referred are world-wide. 
We are particularly interested in those of Canada. Our pro- 
duction has shown a most gratifyin, increase in all the great 
departments of our national activity. As I have previously 
shown, in foreign trade this has been our greatest year. What 
is the present outlook? Bankers and business men unite in 
the opinion that while it is a time for prudence and caution, it 
is also a time for confidence and courage. The strength of 
Canada lies in her vast natural resources. That is the rock 
upon which our prosperity is soundly based and founded. Any 
depression, generally speaking, can be but temporary in char- 
acter until such time as normal money conditions, joined with 
business confidence again restores the wonted activity of the 
nation. While this is so we must not close our eyes to the fact 
that we have been passing through a period of considerable 
inflation. Our railway policy has resulted in the construction 
of two vast new systems within the past dozen years. Construc- 
tion upon the main lines of these systems is nearing comple- 
tion. It must, however, be borne in mind that railways are 
never completed, are always building and rebuilding, always 
extending their branches and feeders. I do not therefore look 
for any abrupt cessation in connection with our railway con- 
struction. There has been in real estate throughout Canada 
a long-expected set-back in values of speculative suburban pro- 
perties. On the other hand the values of farm and central 
business and residential city properties are, generally speaking, 
not only being maintained but will undoubtedly, with the 
growth of the Dominion, tend to appreciation. On the whole 
the readjustment which is going on in real estate conditions 
throughout Canada is recognized as inevitable and salutary. 
Commercial prospects for the immediate future seem to me to 
be encouraging. Conditions will, I think, gradually improve 
with returning confidence and easier money. By reason of the 
autumn conditions of last year which permitted soil pre- 
paration on an unusual scale in all parts of the Dominion, the 
outlook for agricultural production this year is most favourable 
and we may look forward to increased production in those 
other great departments, our fisheries, forests and mines. 
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ESTIMATES, 1914-15. 


Dealing now with the Budget aspects of the year, the main 
estimates for the fiscal year 1914-15 have been before the 
House since January. For the outlays on account of con- 
solidated fund there is a total appropriation of $146,786,126, 
and for capital $43,949,050. There will be Supplementary 
Estimates presented later during the present session, but it is 
not expected that they will be of large amount. In view of 
decreasing revenues, which were to be apprehended in a year 
such as this on the analogy of 1908, which followed the financial 
stringency of 1907, it has been considered advisable that the 
Estimates should be kept within as reasonable bounds as pos- 
sible, having regard to the needed requirements of the country 
as to public services and national undertakings in progress or 
necessary to be begun forthwith. 

In considering the matter of Estimates as compared with 
revenue it must be kept in mind that appropriations do not 
always mean expenditure, partial or complete, and that on the 
experience of the past it may be confidently predicted that a 
considerable portion will be unexpended and lapse. 

The revenue for the present fiscal year will reach about 
$163,000,000. The amount of revenue we shall receive during 
the coming year will depend very much upon the trend of busi- 
ness throughout Canada. We have experienced a considerable 
falling off during the past few months but it is my expectation 
that these declines will with the coming of spring be relatively 
smaller and my hope that next fall we may regain the losses, if 
any, of the earlier part of the year. In any event, I think I 
may say with confidence that the revenues of the coming year 
will provide fully for Consolidated Fund expenditure and in 
large measure for all capital and special outlays. 


TARIFF. 


I now proceed to the consideration of certain matters relat- 
ing to the tariff. In my Budget of last year I enunciated the 
general principle that alterations in the schedules of the tariff 
should be sparingly made if at all until the period has arrived 
for a general revision. I said also that to give this principle 
rigid and inflexible application would lead to occasional publie 
detriment and inconvenience. I further stated that having 
regard to the then prevailing conditions of the Dominion and 
the fact that there is always a delicate adaptation of business 
to the rates of the tariff there was a general consensus of opinion 
that any thing in the nature of an extensive revision of the 
tariff was not called for by existing conditions and would be 
contrary to public interest. This general statement holds good 
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to-day as it did a year ago, but on account of changing condi- 
tions affecting certain industries it has become necessary to 
make a number of changes, modifications and adjustments, some 
of a rather important character. 

Before taking these up in detail I desire to affirm the adher- 
ence of the Government to a fiscal policy of reasonable protec- 
tion to Canadian industries including of course the great basic 
industry of agriculture. That policy is the historic National 
Policy of Sir John Macdonald, inaugurated by him and con- 
tinued by his successors in office down to the present time.’ 
We believe it is the best, indeed the only and in a sense the inevi- 
table policy for Canada, situated as it is geographically and in 
the.existing fiscal conditions of the world to-day. Under that 
policy Canada has prospered in the past and will continue to 
prosper in the future. We believe it to be the true policy for 
Canada and for every part of it if we are to regard as desirable 
stable business conditions and a diversified national life 
throughout the Dominion. It means the development of our 
natural resources, the maintenance and extension of our indus- 
tries, a fair wage standard for our artisans and a stable and 
pivfitable home-market for our farmers, thus justifying its 
name as a national policy—a policy in the interests of the 
nation as a whole. The evils of a high protective tariff are 
too well known to make it necessary that I should discuss them 
here. The tariff of Canada has not been a high tariff but one 
affording a moderate degree of protection only. The best evi- 
dence of this is to be found in the fact that our tariff of to-day 
imposes an average rate of duty upon dutiable goods of about 
twenty-six per cent whereas the Underwood Tariff of the United 
States which was designed to substantially cut down the protec- 
tive duties of the Payne-Aldrich Tariff has been authoritatively 
represented as imposing an average duty upon dutiable goods of 
about the same percentage as ours of to-day. 

While making this declaration of reaffirmation of fiscal 
policy I do not wish to be understood nor do I wish the 
National Policy to be understood as laying down the proposi- 
tion that individual duties may not with changing conditions 
be lowered or abolished when circumstances warrant or the 
public interest so requires. 


DUTY UPON WHEAT AND FLOUR, 


A matter which has engaged during the year the careful 
attention of the Government has been the so-called question of 
‘free wheat,’ which has been so much discussed in the West and 
throughout Canada. The Underwood Tariff of the United 
States which came into effect on October 3, 1913, 
provides by item 644 that wheat, wheat flour, and semolina 
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and other wheat products shall be entered free of duty from 
countries which do not impose a duty on wheat or wheat flour 
or semolina imported from United States; otherwise the duty 
upon wheat is fixed at 10 cents per bushel and upon wheat flour 
at 45 cents per barrel and upon semolina and other products 
of wheat 10 per cent ad valorem. 

It is clear, therefore, that if Canada diem place wheat, 
wheat flour and semolina upon the free list our wheat and 
wheat products would gain free entry to the markets of the 
United States. 

The Government has heard influential deputations and 
received many representations upon both sides of the question. 
On the one hand, it is contended that the price of wheat at 
the great milling centre of Minneapolis is frequently or rather 
usually higher by several cents per bushel than it is at Win- 
nipeg, and that the western wheat-grower would, in the event 
of wheat having free entry into United States, get the 
ady antage of the. higher price. Particularly is it pointed out 
that the ‘spread’ in price prevails at certain seasons of the 
year when the farmer needs to sell his grain and that it is 
most marked in the case of wheat of poorer quality for which 
the demand for export to Great Britain is comparatively lim- 
ited. It is also put forward that with ‘ free wheat’ the western 
agriculturalist would be benefitted by the development of fur- 
ther competitive shipping facilities. 

As against these contentions it is represented that the higher 
price at certain seasons at Minneapolis is due to local demand 
on the part of the milling industry there for hard wheat to 
mix with the softer varieties for the manufacture of flour; that 
such demand is limited and that consequently in the event of 
free entry of our wheat to the American market the tide of 
our hard wheat descending upon Minneapolis would at once 
equalize prices on both sides of the line. It is further argued 
that as both Canada and the United States are wheat export- 
ing countries the export price at Liverpool governs and would 
continue to govern, subject to freights and other charges, the 
price of wheat in Canada and the United States. The opinion 
has also been expressed that free entry of wheat to the United 
States would be a detriment rather than an advantage to the 
grain-growers of western Canada, on the ground that by reason 
of mixing in the United States his wheat would lose its identity 
and consequently its higher value in the world market. 

Representatives of the milling interests of Canada have 
protested strongly against the abolition of the present duty of 
sixty cents per barrel upon flour. They point out that the 
materials entering into the construction of their buildings, 
their plant and machinery are all subject to duty, and that 


27 


with the abolition of duties upon flour they would be in a 
worse position than under a system of national free trade. They 
contend that by reason of the geographical situation of the 
United States wheat fields and the climatic conditions which 
give the American miller the benefit of both early and late 
wheat, he enjoys an advantage over them which would speedily 
give control of Canadian markets to the milling interests of 
the United States. They claim also that placing flour on the 
free list would have the effect of limiting or preventing the 
extension of the milling industry into the Northwest. They 
urge as a further important consideration that there is no such 
guarantee of permanence of the Underwood tariff provisions 
to which I have referred as to justify them in making the 
costly attempt to create a market for their higher grade flour 
in the United States in competition with the highly specialized 
and powerful milling industries which now control the ficld. 
Representatives of the mixed farming agricultural community 
have put forward the view that bran and shorts, the by-pro- 
ducts of flour milling, are essential to the live stock industry, 
upon which all successful agriculture must ultimately depend, 
and they counsel against any step which might close or limit 
the output of our mills upon whose operation mixed farming 
so much depends. They point out further that offal is dearer 
in the United States than in Canada, and that the removal of the 
duty would equalize prices on both sides of the line to their 
disadvantage. 

So much for these opposing arguments and contentions. 
Speaking generally it is not advisable that a nation’s tariff 
should be so arranged as to fit into the particular features of 
that of another nation. This, however, would not be a conclu- 
sive reason for not making a change clearly in the national 
interest. Im addition to the weight of arguments which have 
been presented against the proposed tariff change, and to which 
I have alluded, it must be borne in mind that Canada has at 
present nearing completion two transcontinental lines of rail- 
wav in addition to the Canadian Pacific, which have cost 
hundreds of millions to construct, and whose purpose and 
object is to carry the grain of the West to the markets of the 
world and the products of the East to the consumers of the 
West. The Government of Canada is also building a railway 
to Hudson Bay, with the object of gaining a shorter route to 
Great Britain and consequently lower freights to the western 
grain growers. On the Pacific coast we are spending vast sums 
to be prepared for the opening of the Panama canal. 

Having regard to all these considerations, we have been 
unable, after having given the question most painstaking atten- 
tion, to bring ourselves to the view that so great a change, invol- 
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ving by possibility such serious consequences, should be favour- 
ably considered until at least we are more certain as to the out- 
come of our vast railway development and the result to the west- 
ern grain-grower of the opening of the competitive routes which 
will be afforded by the Hudson Bay railway and the Panama 
canal. It is surely the part of wisdom to await the outcome of 
these developments rather than to take a step now which might 
involve the risk of grave and irreparable injury to our milling 
industry and by consequence to our: live stock industry and to 
our transportation systems through the diversion of traffie to 
routes other than Canadian. In the meantime, realizing the 
economic conditions surrounding grain production in the West 
and the supreme and vital necessity that the net price of his 
grain to the farmer should be as high as the circumstances of 
storage facilities and rail, lake and ocean transportation will by 
possibility permit, the Government will continue to devote 
itself to the solution in the interests of the grain-growers of the 
question of rates of elevator companies, railway and steamship 
companies, and other agencies whose aggregate of charges take, 
under present conditions, such a formidable toll from the price 
at which the product of western grain fields sells on the world- 
market at Liverpool. 


IRON AND STEEL INDUSTRY. 


During the past two years the condition of the iron and steel 
industry of Canada has from time to time been brought to the 
attention of the Government, and it has been suggested that fur- 
ther aid or additional protection should be granted to it by a 
continuance of bounties or an increase in the tariff upon its 
products. Before dealing with the subject further I might be 
permitted to make some general observations as to the industry 
itself and the matter of bounties and duties upon iron and steel 
products. Great efforts have een made in the past by bounties 
and protective duties to develop and promote this industry. 
From 1896 to 1910 alone sums aggregating at least fifteen 
million dollars were paid out by way of bounties upon the pro- 
duction of pig-iron, steel billets and other steel manufactures. 
In 1910 the legislation providing for bounties came to an end 
and was not renewed by the late Government, who were evi- 
dently of the view that the iron and steel enterprises at Sydney 
and elsewhere, which had been called into being or had been 
promoted by such liberal outpourings of public moneys, should 
with the protection afforded by the tariff be able to continue 
and prosper without further direct aid from the public treasury. 
Since the date in question the bounties have not been renewed 
although the matter on more than one occasion has been brought 
to the attention of the Government. There is no doubt that 
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among a large portion of the public there is a decided objection 
to the principle of bounties. My own view is that bounties are 
justifiable to call into being new industries where capital, which 
is always timid as to experimental ventures, requires special 
inducement to enter upon their development, but after such 
enterprises have been called into being and firmly established 
it is difficult to justify further aid of a direct character. 

Speaking generally with regard to the iron and steel sche- 
dule of the tariff, it is my view and I believe it has been the 
view of most at least of my predecessors in office that the tariff 
upon pig-iron and billet steel, which are the raw materials to 
such a wide variety of industries, should be of moderate amount 
only. To raise the existing duties on these products wouid 
necessitate an increase of duty upon nearly all the products 
into which they enter as material. These would embrace al! 
agricultural implements, all foundry and machine manufac- 
turers’ products, stoves and a multitude of other articles in 
general use whose price would be raised to the consumer. 
The difficulties in the way of increasing the duties upon pig- 
iron and billet steel will be apparent to all and requires no 
further demonstration. So far as the more finished articles 
of production are concerned, with the exception of wire rods, 
about which I shall speak later, the range of protection extends 
from 25 per cent to 35 per cent, and it must be borne in mind 
that the larger plants use the whole or the greater part of their 
pig-iron and billet steel in the production of these more finished 
articles. During the past two years, 1912 and 1913, the 
steel companies, speaking generally, enjoyed a prosperous 
trade. The enormous amount of construction and especially 
railway construction going on throughout Canada afforded a 
wide market for their products of all varieties. Particularly 
was there activity in steel rail production at good prices, two 
of the larger plants devoting almost their entire efforts to this 
line of manufacture. Following the financial stringency of 
last vear there has come somewhat of a check, but as railroad 
building and rebuilding must always continue the outlook for 
the coming year and for the future in this regard must still 
be considered as good. It is a fact, however, that conditions 
have changed to this extent that the demand for steel rails is 
not likely to be as great in the near future as in the recent past, 
and the steel plants must now consider a variation in output to 
meet the changing conditions. 


Now. I have certain proposals to make with reference to 
the items in the iron and steel schedules of the tariff. Item 379 
of the tariff provides that rolled iron or steel beams, channels, 
angles and other rolled shapes weighing not less than thirty- five 
pounds per lineal yard have a tariff duty of $2 British prefer- 
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ential, $2.75 intermediate and $3 general, per ton. The House 
will observe that these rates are confined to what are called 
merchant mill products, weighing not less than 35 pounds per 
lineal yard. By item 377, in which the same products are 
included, n.o.p., the tariff. is $4.25 preferential, $6 interme- 
diate, and $7 general. That is to say, upon the smaller merchant 
mill products up to 35 pounds per lineal yard, the duty is 
$4.25 British preferential, $6 intermediate and $7 general, 
whereas upon the heavier products weighing over 35 pounds 
per lineal yard, the tariff rate is $2 British preferential, $2.75 
intermediate and $3 general. That distinction was made at 
the time the present tariff was enacted, because the larger mer- 
chant mill products were not manufactured in Canada. They 
are not made in Canada in large tonnage to-day, but representa- 
tion has been made to the Government by the Algoma Steel 
Company and by other companies, that if the tariff rates which 
now prevail in respect to the less heavy products be extended 
to the heavy structural merchant mill products, they will be 
able to obtain capital for the erection of larger merchant mills 
capable of producing products of a weight of 120 pounds per 
lineal yard. They do not ask that a rate of that kind should 
become immediately effectual; they ask that authority be taken 
by the Governor in Council to put into effect and operation 
those higher rates as soon as the Governor in Council is satis- 
fied that the heavier merchant mill products of 120 pounds per 
lineal yard can be manufactured in Canada. The House will 
remember that that course was followed in connection with the 
tariff on steel rails; it was tentatively put on at the rate of $7 
a ton until the Government was satisfied that steel rails could 
be manufactured in substantial quantities in Canada. We pro- 
pose, therefore, to take authority to bring the tariff in respect 
of merchant mill products up to 120 pounds per lineal yard at 
the rate that [ have mentioned into effect when the Government 
is satisfied that those products can be manufactured here in 
substantial quantities. 


Sir WILFRID LAURIER: What are the rates ? 


Mr. WHITE: The rates will be those which now prevail 
in respect of lighter products, namely, $4.25, $6 and $7 per 
ton. 

The Government has been requested upon many occasions 
during the past two years to impose a duty upon wire rods. 
Wire rods, which are the raw material for the production of 
wire nails, drawn wire and other products, are at present on 
the free list. There are two mills in Canada to-day manu- 
facturing wire rods, one at Sydney and one at Hamilton. The 
Dominion Iron and Steel Company has invested about $1,000,- 
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000 in a wire rod mill, which, I believe, is not fully devoted 
to wire rod production. The Steel Company of Canada has 
a wire rod mill at Hamilton which has cost them, I believe, in 
the neighbourhood of $750,000. The capacity of the Sydney 
mill—that is to say, the mill of the Dominion Iron and Steel 
Company—is 100,000 tons a year, and the capacity of the 
Hamilton mill—that is, the ‘mill of the Steel Company of 
Canada—is 75,000 tons a year. Both these mills are at the 
present time, and have been for some time past, only in partial 
operation; indeed, the mill of the Dominion Iron and Steel 
Company has, I believe, always been in only partial operation. 
The importations of wire rods for the year 1913 were 92,000 
tons. The demand in Canada is from 150,000 to 200,000 tons. 
Wire rods are imported chiefly from the United States and 
Germany. The price in Pittsburg to-day is about $25 per long 
ton. As the House is aware, depressed conditions exist to-day 
in the iron and steel industry of the United States, and this 
accounts, no doubt, for the comparatively low price at which 
wire rods are selling in Pittsburg. The price of wire 
rods at Pittsburg, plus freight to, let us say, Hamilton, is less 
than the average factory cost of production in Canada. As I 
have stated to the House, I have been approached on many oceca- 
sions during the past year by the two large steel companies, 
who have made representations that they are ready to supply 
wire rods to meet the entire demand of the people 
of the Dominion of Canada, and that their mills are 
only in partial operation because of the very large 
tonnage which is being imported at prices which, as 
I have said, are lower than the average cost of production in 
Canada. They have asked the Government for a moderate 
degree of protection, setting forth that theirs is an important 
industry, that their product is on the free list and that they are 
entitled, on a fiscal policy of reasonable protection to Canadian 
industries, to such a tariff as will enable them to compete in 
fair terms for the market of Canada with the steel manufac- 
turers of the United States, Germany and other countries. It 
is only fair to the House that I should say that this request 
upon the part of the large steel companies, the Dominion Iron 
and Steel Company and the Steel Company of Canada, has 
been opposed by the nail makers other than those two companies. 

I should explain to the House that these two companies of 
which I have spoken manufacture not only wire rods but also 
wire nails, which are a product of wire rods. The wire nail 
makers, whom I shall eall in the course of my remarks the 
smaller nail makers, because their combined output is much 
less than the combined output of the two large companies, urge 
that the two steel companies which manufacture wire rods and 
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also nails are in competition with them in respect of their nail 
product. The smaller nail makers to whom I have referred 
have factories in Montreal, Toronto, Collingwood, Hamilton, 
Owen Sound, Winnipeg, Vancouver, St. John and other places, 
They expressed the fear, in connection with the application of 
the two large companies for a protective tariff on wire rods, 
that the price of their raw material might be enhanced to the, 
and that the larger companies, under such circumstances, might 
be able to undersell them in their finished product, that is wire 
nails. I may say that the two large steel companies are the 
largest producers of nails in Canada. The capacity of Cana- 
dian production is 1,500,000 kegs per annum. The Dominion 
Tron and Steel Company and its allied company, the Pender 
Company of St. John produce 17 per cent of that output, and 
the Steel Company of Canada about 52 per cent, leaving about 
30 per cent as the annual production of the smaller nail makers 
of Canada, the other firms to which I have alluded. I have said 
that the Dominion Iron and Steel Company and the Steel Com- 
pany of Canada have urged that they are entitled to a moderate 
degree of protection upon their finished product, wire rods. xt 
this stage it is proper for me to say that the tariff upon wire 
nails is 60 cents per keg, an average duty of about 30 per cent; 
so that the nail manufacturers are protected by a duty averaging 
about 30 per cent, whereas wire rods are upon the free list and 
enjoy no protection whatever. The two large companies, the 
Dominion Iron and Steel Company and the Steel Company of 
Canada, allege that it is their object to sell rods and build up 
their Canadian business, and that the granting of a duty would 
not injure any interest in Canada and by no means injure those 
engaged in nail making. The Government have given full con- 
sideration to the opposing views. We have reached the conclu- 
sion that the apprehension on the part of the nailmaking firms 
who have opposed the granting of a duty is not well founded. 
We believe it is in the interest of the nail-making industry as 
well as the wire rod industry that a duty should be imposed. I 
do not believe for a moment that any attempt will be made to 
take any unfair advantage of the smaller nail manufacturers, 
but if any unfair advantage should be taken or any oppressive 
course of conduct exercised towards the purchasers of wire rods, 
the Government have, of course, the right and the power under 
the Customs Act, at any time they think it expedient, to lower 
the duty upon wire rods. We believe that it is most desirable 
that the important industry of wire rod manufacturing should 
be firmly established in the Dominion of Canada. This can 
only be done by a protective tariff on wire rods. To refuse the 
duty asked for would be to determine that from this time for- 
ward Canada should be dependent for wire rods upon foreign 
manufacturers. This alternative the Government does not feei 
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that it should assume the responsibility for accepting. I have 
to propose, then, a duty of $2.25 British preference; $3.50 
intermediate tariff and $3.50 general tariff, upon wire rods. I 
may add that in connection with this imposition of duty no 
adjustment will be required; there will be no increase of duty 
on wire or on nails which are the product of wire rods. 


DRAWBACK, 


There is another matter to which I wish to draw the atten- 
tion of the House. At present wire rods are on the free list. 
Wire rods enter into the production of wire used in wire fene- 
ing. Wire fencing is used by the farmers of Canada. I pro- 
pose to recommend to the House that a drawback shall be 
granted in respect of the duties which I shall propose upon 
wire rods used in the manufacture of wire of 9, 12 and 13 
gauges for wire fencing. 

I desire to call the attention of the House to section 288 
of the Customs Act. That section relates to drawbacks of duty 
paid on goods exported. The House is no doubt aware that if 
a Canadian manufacturer exports a product from Canada he 
is entitled to a drawback in respect of duty paid upon the 
imported raw material entering into the manufacture of such 
exported product. Regulations have been established by Order 
in Council under authority of section 288 of the Customs Act, 
to which I have referred. But a curious anomaly exists in 
connection with the administration of the drawback regulations, 
which has been a very serious detriment to the iron industry 
of Canada. The amendment which I have to propose has as 
its object the enabling of a drawback to be paid on pig-iron 
used in articles exported, but not exceeding the quantity 
imported and entered for duty. The explanation of the neces- 
sity for the amendment is as follows: 

When manufacturing the same article for export and for 
home consumption it is found impracticable to keep the melts 
of foreign and domestic iron separate, so that only foreign pig- 
iron will be used in the article exported and domestic pig-iron 
in the like article for home consumption; so that a mixture of 
pig-iron occurs in the course of the manufacture of other 
articles made from pig-iron. ‘The proposed amendment is de- 
signed to enable drawback to be paid to the extent of the weight 
of pig-iron used in the exported article, but not in excess of the 
quantity imported and on which duty has been paid. Let me 
illustrate by a concrete example. A manufacturer of agricul- 
tural implements requires, let us say, 30,000 tons of pig-iron 
in respect of his entire business, both home and foreign, dur- 
ing the year. Let us say that his export business is 10,000 
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tons of product. Now, it was the intention of the section of 
the Customs Act which I have read, and the regulations made 
thereunder, that the manufacturer should be able to obtain a 
drawback in respect of the duties upon the foreign pig-iron 
entering into the 10,000 tons of product exported. Let us fur- 
ther suppose that of the 30,000 tons of pig-iron purchased our 
manufacturer buys 10,000 tons from the United States and 
20,000 tons in Canada. They are melted up together, and 
when he claims his drawback in respect of the 10,000 tons of 
exported product, the customs officers, under the authority of 
this statute, are only able to give him a drawback of one-third 
the duty upon the 10,000 tons of imported foreign pig-iron. 
The reason for that is that the 20,000 tons of domestic pig-iron 
which he had purchased are melted together with the foreign 
pig-iron. The customs officers say that it cannot be demon- 
strated that the 10,000 tons of American pig-iron went into 
the 10,000 tons of manufactured product. Therefore, they 
say, we will not allow you a drawback in respect of the 10,000 
tons of pig-iron which you have imported from the United 
States; we must assume that only one-third of that went into 
the 10,000 tons of exported product; and we shall allow you, 
therefore, one-third of the duty which you paid on the 10,000 
tons. The result is that Canadian manufacturers who manu- 
facture for export have a special inducement to buy all their 
pig-iron from abroad. If the manufacturer whose case I have 
taken had bought the whole 30,000 tons of pig-iron from the 
United States, no question would have arisen with the customs 
officials. He would have been entitled to a drawback in respect 
of the amount exported. The pig-iron industry of Canada has 
suffered by reason of the inducement which is held out to manu- 
facturers under the drawback regulations to purchase all their 
requirements in the way of pig-iron in the United States. We 
propose to remedy that, and on behalf of my hon. friend, the 
Minister of Customs (Mr. Reid), I beg to give the following 
notice of motion: 

Resolved, that it is expedient to provide that the Governor in Council 
may, under regulations made for the purpose, allow, on the exportation of 
goods manufactured in Canada and into the manufacture of which pig-iron 
imported into Canada mixed with pig-iron made in Canada has entered, a 
drawback, equal to the duty paid, less such deductions therefrom as is pro- 
vided in such regulations, on all the pig-iron imported and used by the 
manufacturer of such geods in manufacturing the goods exported and other 


goods, and the drawback may be computed on the total quantity of pig-iron, 
including pig-iron made as aforesaid, entering into such exported goods. 


Mr. GERMAN: That will cover all imported pig-iron ? 


Mr. W. T. WHITE: If 10,000 tons of pig-iron come in and 
are purchased by a manufacturer who exports 10,000 tons of 
pig-iron in his exported product, he will get a drawback in 
respect of the duty paid upon the entire 10,000 tons imported. 
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Sir WILFRID LAURIER: Will my hon. friend give us 
the text of the present clause which he proposes to amend ? 


Mr. W. T. WHITE: Section 288 of the Customs Act reads 
as follows: 


The Governor in Council may, under regulations made for that purpose, 
allow, on the exportation of goods which have been imported into Canada, 
and on which a duty of Customs has been paid, a drawback equal to the 
= so paid with such deductions therefrom as is provided in such regula- 

ons. 

2. In cases mentioned in such regulations, and subject to such provisions 
as are therein made, such drawback, or a specific sum in lieu thereof, may 
be allowed on duty-paid goods manufactured or wrought in Canada into 
goods exported therefrom. 

8:.The period within which such drawback may be allowed, after the 
time when the duty was paid, shall be limited in such regulations. 


I have read the resolution, and the effect of the change will 
be as I have already indicated to the House. 


COAL FOR COKE, 


At the present time in Canada the fuel used for the produc- 
tion of pig-iron is coke and charcoal. Coke is already on the 
free list; charcoal is among the unenumerated items on the 
tariff and subject to the duties in respect of unenumerated items. 
There are two furnaces in Canada engaged in the manufacture 
of charcoal pig-iron, one at Deseronto and the other at Parry 
Sound. I believe both are closed at the present time on account 
of the depressed condition of the iron industry. We propose 
to put charcoal pig-iron upon the same basis as the pig-iron 
produced from coke, and I shall therefore propose that char- 
coal, when imported for purposes of pig-iron production sha!! 
receive a drawback of 99 per cent of the duty paid. That will 
be somewhat of an assistance to the charcoal pig-iron industry. 

I wish now to deal with a cognate subject. At present coke 
is free for all purposes, that is to say, an American manufac- 
turer located at Buffalo and having his bituminous coal free of 
duty, can manufacture coke and supply the needs say, of 
Hamilton or other parts of Canada. Bituminous coal is duti- 
able under the present tariff at 53 cents per ton. Bituminous 
coal is free under drawback provision when imported by pro- 
prietors of smelting works and converted into coke at the works 
for the smelting of metals from ores. The drawback section in 
the tariff is No. 1019. That means that the proprietors of 
smelting works may bring in bituminous coal and when the coal 
is converted into coke at their works for the smelting of metals 
from ores a drawback of 99 per cent is allowed in respect to the 
duties paid upon that coal. It is reported to us that large 
works would be erected in Canada, at Hamilton for one place, 
and possibly in other places, if proprietors of coke ovens were 
allowed the same privilege for the same purpose, that is to say, 
for the smelting of metals from ores and for foundry purposes. 
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Let me illustrate. A manufacturer of coke at Buffalo to-day 
ean send his coke free to Canada for use in the smelting of metal 
or for foundry or other purposes. It is only open to the coke 
manufacturer in Canada to-day to get a drawback in respect 
of the duty paid upon bituminous coal or coal from which coke 
is produced if such coke is used at the works in the smelting of 
metals from ores. We propose to amend that section No. 1019 
so as to provide that there shall be a drawback in respect to all 
duties paid upon bituminous coal when imported by proprietors 
of coke ovens for the smelting of metals from ores and for foun- 
dry purposes. We have made careful inquiry into this matter 
and we have not been unmindful of the coal interests of Canada. 
especially those of the Maritime provinces, and we are satisfied 
that there will be no injurious effect to the great coal mining 
industries of Canada by reason of the extension of the draw- 
back go as to enable coke manufacturers who desire to supply 
the Canadian market to locate in the city of Hamilton, say, 
instead of being obliged, under the present law, to locate in 
the city of Buffalo. 


Mr. MACDONALD: Will the minister tell me what that 


limitation is exactly, under the change he proposese 


Mr. WHITE: When I read the resolution I will give my 
hon. friend the wording. 


Mr. EMMERSON: IT would like to ask the hon. minister 
whether there are coke ovens at Buffalo or whether the coke 
ovens are not located at the mines in the United States. 


Mr. WHITE: I understand that there is a question at the 
present time as to whether a large industry will be located at 
Buffalo for the purpose of supplying the Canadian market, or 
_ whether it will be located in Hamilton. 


Mr. EMMERSON: There are none in Buffalo now? 


Mr. WHITE: I would not say that there are any. I am not 
aware as to whether there are or are not. I would like to meet 
the question of my hon. friend from Pictou (Mr. Macdonald). 
The wording is: 


When imported by proprietors of coke ovens and converted at their coke 
ovens into coke for use in the smelting of metals from ores and in the melt- 
ing of metals. 


They must convert the coal at their works into coke and 
its use is limited to the smelting of metals from ores and the 
melting of metals. The latter will be for foundry purposes. 

Dealing further with the iron and steel industry, I would 
call the attention of the House to item 398 of the tariff. That 
item is as follows: 
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Wrought or seamless iron or steel tubing, plain or galvanized, threaded 
and coupled or not, over 4 inches in diameter, n.o.p., British preferential 
tariff, 10 per cent; intermediate tariff, 123 per cent; general tariff, 15 per 
cent. 


The House will observe that there is a limitation to‘wrought 
and seamless iron or steel tubing over four inches in diameter,’ 
whereas the tariff item 399 is as follows: 


Wrought or seamless iron or steel tubing, plain or galvanized, threaded 
and coupled or not, 4 inches or less in diameter, n.o.p., British preferential 
tariff, 20 per cent; intermediate tariff, 30 per cent; general tariff, 35 per cent. 


At the time the customs tariff of 1907 was enacted this 
tubing over four inches in diameter was not being manufac- 
tured in Canada. It is being now, and has been for some time, 
manufactured by the Page, Hersey Company of Welland. We 
intend therefore to give an increase up to 10 inches so as to 
meet the changed conditions regarding the manufacture of this 
article in Canada. In that connection we shall amend draw- 
back clause 1017, making it uniform and granting a draw- 
back of 50 per cent instead of 99 per cent in respect of one of 
its parts. 


Mr. MACDONALD: What will be the exact position of 
item 398% Will it be amended or is it only the drawback ? 


Mr. WHITE: That will drop out and will be re-enacted 
under two items. 


Mr. NESBITT: What is the reason of the dropping of 
seamless tubing ? 


Mr. WHITE: I will explain the matter in committee. It 
will take considerable time to explain it. I hope that will be 
satisfactory to my hon. friend. I can assure him that this 
drawback is a comparatively unimportant matter. That con- 
cludes the tariff changes that I have to propose in connection 
with the iron and steel industry. 


AGRICULTURAL IMPLEMENTS. 


I come now to deal with the important subject of agricul- 
tural implements, and with the consent of the House I shall 
treat of it somewhat at length, especially in view of the debate 
which took place recently upon the resolution of my hon. friend 
from Moosejaw (Mr. Knowles), asking for the abolition of all 
duties upon agricultural implements. 

At six o’clock the House took recess. 


The House resumed at eight o’clock. 


Mr. WHITE: Mr. Speaker, when the House rose at six 
o'clock, I was entering upon a consideration of the question of 
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duties upon agricultural implements. I stated that it was my 
intention to deal with the matter somewhat at length on account 
of the resolution which was moved by my hon. friend from 
Moosejaw (Mr. Knowles), in this House recently, and the 
debate thereon which ensued. I did not take part in that 
debate, because, although the resolution was entirely in order, 
I felt that a discussion upon a matter relating to duties could 
more properly take place upon the occasion of the Budget 
Speech. Now, Mr. Speaker, it has been recognized, I think, 
by all governments that it is most important that duties upon 
agricultural implements should be fixed at rates as reasonable 
as possible having regard to fiscal policy. Agriculture is 
recognized as the great basic industry, and it is important that 
the implements which the farmer uses—his plant, so to speak 
—should cost him as little as possible. This principle, Sir, is 
recognized in the tariff of to-day. The average rate of duty 
upon dutiable goods under the present tariff, the tariff of 1907 
—the tariff of the late Government as well as of the Govern- 
ment of to-day—is 26 per cent. The duties upon agricultural 
implements are chiefly 172 per cent and 20 per cent. 


Now, there is one point to which I desire to refer in this 
discussion. The tariff of this or of any other country—and 
especially of a protective country—is a structure; one part is 
dependent upon another part; the rates of the tariff are related 
one to another; the rates on finished products are related to and 
largely dependent on the rates on raw materials which are 
usually finished product of other manufactures, and dutiable. 
This solidarity, so to speak, of the tariff cannot be lost sight of. 
Usually it is impossible to deal with a single item without at 
the same time dealing also with other related or dependent 
items. To arbitrarily single out special products and lower or 
abolish the duties upon them without dealing also with neces- 
sarily related duties would not only result in the grossest injus- 
tice to those affected thereby but would exercise a most harmful 
effect upon the entire industry of the nation by the ensuing loss 
of confidence on the part of the business community. On 
account of this consideration, it is unusual to make many tariff 
changes except upon occasions of general-revision when the tariff 
can be dealt with as a whole after due inquiry and considera- 
tion as to the scope and bearing of all changes proposed. If 
modifications are then regarded as necessary, upon a range of 
products or commodities, any other modifications dependent 
thereon or necessary thereto may also be made, to the end that 
injustice and disturbance of business may, as far as possible, be 
avoided. 


Now, Mr. Speaker, this is by way of preface to the remarks 
which I propose to offer in respect of the resolution which was 
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supported, I believe, unanimously by the Liberal members of 
this House to the effect that: 


In the opinion of this House the time has arrived when, in the interests 
of the farmers, and consequently in the interests of the whole of Canada, 
the duties on agricultural implements should be forthwith removed. 


Sir, there is no reservation or exception about that resolu- 
tion. It is a drastic resolution calling for the abolition of all 
duties upon all agricultural implements of every kind and 
nature whatsoever. Upon the occasion of the debate on the 
Address, I referred to the declaration at Hamilton and at Mont- 
real by my right hon. friend the leader of the Opposition (Sir 
Wilfrid Laurier), in favour of a policy of free food, and I said 
on that occasion, and I say now, that free food means free trade. 
I say further now, that free agricultural implements mean free 
trade. 


Mr. TURRIFF: Free trade in implements. 


Mr. WHITE: Free trade. Having gone so far, my right 
hon. friend must inevitably go further. The logical and inevit- 
able outcome and conclusion of his declaration respecting free 
food and of the policy respecting free agricultural implements 
is the fiscal policy of free trade. Sir, I have no exception to 
take to my right hon. friend espousing a policy of free trade. I 
simply desire to say this—that we on this side of the House 
are ready to accept that gauge of battle, whenever he chooses to 
throw it down. 

Now, I am going to ask this House to consider the position 
of the manufacturer of agricultural implements with all his 
duties abolished. But first, what is his position under the tariff 
of to-day? The manufacturer of agricultural implements, as the 
manufacturer of other commodities in Canada buys subject to 
duty, his stone, his brick and all other building materials that 
enter into the composition of his establishment. He buys sub- 
ject to duties his engines, his machinery and his plant gener- 
ally. He pays fifty-three cents a ton upon the coal that he 
consumes in his furnaces. He buys subject to duty his iron, his 
steel, his bars, his shapes, sheets, wire, forgings, plates, nuts, 
washers, tubing, chains, castings and practically all other arti- 
cles entering into his product. The range of duties upon the 
articles I have mentioned is for the most part from twenty to 
thirty per cent. With practically everything he uses dutiable, 
on what principle can we sweep away the duties upon the pro- 
duct of the manufacturer of agricultural implements? I ask 
this House, upon what principle can it be done? Now, is my 
right hon. friend prepared to take the further logical step and 
to vote for the abolition of all duties upon the raw and finished 
products entering into the manufacturing of agricultural imple- 
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ments? To do so would work the most serious damage to all 
industries concerned: to the coal industry, to our great basic 
iron and steel industry, to our machinery and foundry industry, 
to say nothing of a multitude of others of minor importance. 
A large part of their tonnage would be lost to foreign manu- 
facturers, and many establishments would undoubtedly close 
their doors. Let us assume for a moment that my right hon. 
friend was ready to go so far as that; would he then accomplish 
the end that he had in view? Could the manufacturer of agricui- 
tural implements—and by agricultural implements I mean 
all agricultural implements, because that is what the resolu- 
tion had in contemplation—could he, if he had all the products 
constituting his material upon the free lst, hold his own in , 
competition with the implement makers of the United States ? 
The cost of production is necessarily higher in Canada, even 
under those conditions, for this reason: it is a well-known fact 
that cost of production is in inverse ratio to the tonnage: the 
greater the tonnage, the greater the number of implements 
manufactured, the less the cost of production, and until this 
country has developed its industry to the extent to which it has 
been developed in the United States, it will not be possible for 
us to compete on even terms with the highly specialized and 
powerful industries of that republic. 


One of the greatest markets for agricultural implements 
in Canada is the Northwest. I have been looking into the 
question of freight rates and I find that the freight rates be- 
tween Chicago and Winnipeg upon agricultural implements 
are lower than they are between Hamilton and Winnipeg. 
Therefore, even if the duties upon raw materials were abolished 
the Canadian manufacturer of agricultural implements would 
be at a disadvantage with his American competitors. That 
being so, what would be the inevitable result of the policy, 
advocated by the hon. gentlemen opposite, of the abolition of 
duties on all agricultural implements of every kind and nature 
whatsoever? The effect would be this: it would transfer the 
entire agricultural implement business of Canada to the United 
States; it would depopulate some of our most thriving towns, 
and for what? That an American trust ultimately might gain 
control of the Canadian market from east to west and dictate 
prices at its own sweet will. 

I propose to examine this agricultural eee industry ; 
to see where are the manufactories engaged in the production 
of agricultural implements, and to see how important is this 
industry to Canada. According to the census of 1911 there are 
in Canada seventy-seven of these establishments, with a capital 
of $45,000,000. The number of employees at factories and 
head offices, nearly all men, is 9,560, and the amount of salaries 
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and wages paid is $5,550,000. Materials used amount to 
$10,400,000, and the value of products is $20,700,000. There 
are fifty-four of these establishments in Ontario, located at 
forty-three different places and in thirty-five electoral dis- 
tricts. The capital invested in Ontario alone is $44,000,000. 
The other establishments are located in the province of Que- 
bec, and at Winnipeg and Brandon in the province of Mani- 
toba. I have a complete list of the places in which there are 
manufactories of agricultural implements. I shall not go 
through it in detail, but for the information of the House— 
because it was a surprise to me—I propose to mention to-night 
the names of the places in Canada in which agricultural imple- 
ments of one kind or another are manufactured. This is the 
list: Hamilton, Brockville, Toronto, Peterborough, Preston, 
St. Mary’s, Smith’s Falls, Teeswater, Welland, Terrebonne, 
Guelph, Ingersoll, St. George, Woodstock, Brantford, Cowans- 
ville, Aurora, Ayr, Bolton, Goderich, Merrickville, Orillia, 
Paris, Laprairie, Montmagny, Tillsonburg, Brandon, Chat- 
ham, Waterloo, New Hamburg, St. Hyacinthe, Winnipeg, 
Ottawa, Ridgetown, St. André, Warwick, Summerside, P.E.I., 
Calgary, St. Thomas, St. Catharines, Stratford, Iberville, Joli- 
ette, Halifax, New Glasgow, Waterloo, Walkerville, Sorel, 
Waterville. So far as the record goes, there are agricultural 
implement establishments in every province except British 
Columbia. In these places there is invested $45,000,000 of 
capital, the manufactories supporting directly, in operatives 
and their families, probably 50,000 people—the mainstay in- 
dustrially of many of the towns that I have mentioned, which 
afford a market for the-surrounding country; these are the 
establishments that the policy of hon. gentlemen opposite, the 
policy of the abolition, root and branch, of duties on agricul- 
tural implements, would destroy. 

What is the condition to-day of those engaged in the manu- 
facture of agricultural implements? I have looked into this 
matter with a view of ascertaining the facts and dealing with 
them, I trust, fairly and judicially. Those engaged in the 
manufacture of agricultural implements have felt, in com- 
mon with those engaged in all other enterprises, and are feel- 
ing to-day the financial conditions which have prevailed in 
Canada during the past two years. Those conditions have been 
aggravated by a credit system under which the manufacturers 
of agricultural implements become virtually the bankers for 
many of those to whom they sell their products. Last year their 
expectations were disappointed as to the demand there would 
be for their productions, and to-day the agricultural imple- 
ment manufacturers of Canada are carrying large inventories 
because of the, over-production of last year. They are confronted 
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this year with the condition that prevailed to a large extent 
last year. Money is becoming easier, but they do not expect 
that their output of this year will at all reach the output of 
the last and preceding years. Having regard to the fact that 
the tariff rates upon one commodity are fixed with regard to 
the rates upon the raw material entering into its production ; 
and having regard to the financial conditions which prevail to- 
day and affect that industry in common with all others, I say 
that any extreme, high-handed or arbitrary action could only 
result most disastrously to that industry. Sir, we are not here 
to destroy but to encourage and promote Canadian industry. 
T say that that is our mandate as a Government from the people 
of Canada. Now we have not been unmindful of the interests 
of the farmer. We have been desirous that the tariff upon his 
implements, his plant, should be as reasonable as possible, con- 
sistent with our fiscal policy and conditions as they exist in 
Canada to-day. But, Sir, we have approached the subject in 
a rational way. We have made inquiries. For considerably 
over a year past we have been making inquiries and investiga- 
tions into the question of agricultural implements. We have 
made an investigation into the prices of agricultural imple- 
ments on both sides of the line, in Canada and in the United 
States. We have made an inquiry as to the factory cost of 
production of the principal agricultural implements in Can- 
ada and the United States. We have examined the balance 
sheets of manufacturers with the idea of ascertaining what 
their position is and whether or not they are making undue 
profit upon their business. 


Mr. TURRIFF: Would the hon. gentleman state whether, 
in making that examination, he also examined as to what 
amount of cash was in the stock and what amount of water? 


Mr. WHITE: The examination as to selling price was 
made by a trusted official of the Customs Department, Mr. 
Thomas Costello. We examined into the cost of production. I 
examined the balance sheets myself and I think, without pay- 
ing myself too much of a compliment, that I know something 
about a balance sheet. After having given this matter the 
most careful and painstaking consideration, we are satisfied 
that on only one range of implements can the duty be lowered 
without violation of the fiscal policy of reasonable protection 
which is designed to encourage and promote the establishment 
of industries in Canada. There is in the tariff an item respect- 
ing a range of implements which are much used in the north- 
western provinces; I refer to harvesters, reapers, binders and 
mowers. I think I should point out to the House, because it is 
pertinent to the observations I made a short time ago with refer- 
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ence to the duties upon raw material entering into products. 
that there exists a drawback upon iron and steel, the principal 
commodities used in the production of these implements, har- 
vesters, reapers, binders and mowers. We have been asked 
apon more than one occasion to repeal that drawback and to 
give the steel manufacturers the benefit of the market. There 
is much to be said for that course. It is a course which would 
commend itself to one seeking to follow a policy of protection. 
But, in the interests of the farming community and having 
regard to the tariff as it exists to-day, we have said: We will 
allow that drawback item to stand. That drawback upon iron 
and steel is equivalent to about two or two and a half per cent 
upon the value of a binder, reaper, mower or harvester. I dif- 
ferentiate the industry engaged in the manufacture of harvest- 
ers, reapers, binders and mowers from the others. 


Mr. MeCOIG: Would the minister state what he means 
by harvesters, reapers and binders ¢ 


Mr. WHITE: I am quoting the words used in the tariff. 


Mr. MeCOIG: A harvester and a binder are the same 
thing, it is one machine. 


Mr. GERMAN: Does the minister refer to two classes of 
machine, or to one? 


Mr. WHITE: We will call them one, anything for peace. 
We will say harvesters, reapers and mowers. The binder does 
not count, because it means the same thing as a harvester. 
When I was a boy we used to call them binders. There are 
three firms in Canada engaged to-day in the manufacture of 
harvesters, reapers and mowers, the Massey-Harris Company, 
of Toronto, the International Harvester Company, of Hamil- 
ton, and the Frost and Wood Company, of Smith’s Falls. 


Mr. NESBITT: And the Noxon Company, of Ingersoll. 


Mr. WHITE: I had overlooked that firm; I shall be glad 
to learn of any others. I would make this distinction between 
the cases of harvesters, reapers and mowers and all other 
agricultural implements, that for home consumption there is a 
drawback upon iron and steel products entering into the manu- 
facture of those three implements. That is one point of dis- 
tinction between the industries engaged in the manufacture of 
those implements and industries engaged in the manufacture of 
all other agricultural implements. Another point of distinction 
is this. ‘Those are among the most highly developed industries 
in the world. The manufacture of harvesters, reapers and 
mowers has been brought to an extraordinary point of perfec- 
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tion both in Canada and in the United States, and it is a 
matter of pride to me that the Canadian manufacturer of 
harvesters, reapers and mowers is not only able to hold his own 
but to do exceptionally well and sometimes to best his com- 
petitors in the markets of the world. 


Mr. McCOIG: Will that include corn harvesters as well as 
grain harvesters ?- 


Mr. WHITE: I am unable to answer that question imme- 
diately, it is a more or less technical question, and I have not 
the information at the moment. 


Mr. McCOIG: They are both harvesters. 


Mr. WHITE: I am covering, or intended to cover the 
item in respect of which a drawback is given on pig-iron and 
steel and their products entering into the manufacture of the 
implements. I think it does include corn harvesters, but I am 
unable to say definitely to my hon. friend, because the matter 
has not been called to my attention. What is, then, the posi- 
tion of these manufacturers of harvesters, reapers and mowers ? 
The Massey-Harris Company has an export business equal to 
sixty-five per cent of its output. The International Harvester 
Company of Chicago has, of course, a large export business, 
but I understand that its export business in Canada is not 
large. Having regard to the highly developed condition of 
this iudustry, and to the fact that it enjoys a draw- 
back in respect of iron and steel, which are the principal pro- 
ducts entering into the manufacture of agricultural implements, 
we have, after the most careful consideration, reached the con- 
clusion that the duty upon harvesters, reapers, binders and 
mowers which now stands at 174 per cent in the customs tariff of 
1907, can be reduced to 12$ per cent. 


Mr. SCHAFFNER: Why do not gentlemen opposite cheer 
now 4 


Mr. WHITE: That is 24 per cent lower than the rates 
upon harvesters, reapers, binders and mowers proposed in the 
celebrated reciprocity agreement. Having regard to the cost of 
production of these implements in the United States and in 
Canada to-day, and having regard to the greater tonnage of the 
United States output, and to the difference in freight rates in 
favour of the United States manufacturers of those implements, 
I say that that is as low a rate as we are able to obtain if we are 
to retain these great industries in the Dominion of Canada. 
Statistics of the Customs Department show that in respect of 
export of harvesters, reapers, binders and mowers, the draw- 
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back, which means all-the duty that has been paid upon foreign 
material entering into their manufacture, is about equivalent to 
5 per cent. If, therefore, we take into consideration the 243 
per cent which we are still allowing them and, further the 24 
per cent representing the balance of that 5 per cent, harvesters, 
reapers, binders and mowers are really, so far as protection is 
concerned, on a 10 per cent basis. I have dealt, I am afraid, 
somewhat at length, but I hope fairly and justly, with the 
question of agricultural implements. 

There is just one other matter that I have to deal with. 
Last year we placed upon the free list ditching machines, but 
inadvertently omitted parts of ditching machines. This year 
we shall put parts of ditching machines upon the free list. 


BUILDING STONE. 


I now come to another topic—the question of building stone. 
By item 306 of the tariff, there is a duty of 20 per cent on 
building stone dressed, and on rough stone a duty of 15 per 
cent. That is a difference of 5 per cent, but that margin is more 
than nullified by the freight rates, and for this reason: When a 
block of stone is dressed it loses a certain amount of its weight ; 
dressed stone comes in at a 20 per cent duty, but in the dressing, 
which adds value to it, sufficient weight has been taken off the 
stone to more than counterbalance, having regard to freights, 
the margin between the duty upon rough stone and the duty on 
the finished product. This has been a very great disadvantage 
to the Canadian stonecutters. | Notwithstanding the building 
activity of the past few years, there have been frequent 
periods of unemployment among the. stonecutters ot 
Canada. The stone comes from Ohio and Indiana, where, for 
the most part, the work is done. We have been repeatedly 
petitioned by the stonecutters throughout Canada for a modi- 
fication of this tariff item, which will permit the rough stone 
to come in at precisely the same rate of duty existing to-day, 
and give the work upon that rough stone, the sawing, the 
dressing and the planing to the stonecutters of Canada. We 
propose, therefore, that stone sawn on two sides shall continue 
to come in at the present rate of duty but that on stone sawn on 
four sides the rate shall be fifteen cents per 100 pounds. There 
is very great difficulty in administering the tariff to-day on 
account of the difficulty in ascertaining the value of finished 
dressed stone coming in as an import. The average ad valorem 
of the specific rate which I have quoted is 30 per cent. Upon 
turned, planed, cut or further finished stone I propose a rate 
of forty-five cents per 100 pounds, which is equal to thirty per 
cent ad valorem. The reason why that higher rate is about the 
equivalent ad valorem rate to the lower specific rate on stone 


46 


sawn on four sides is because of the greater value of the stone 
which has been planed, turned, cut or further finished. These 
are the proposals which the Government has to offer in regard 
to building stone, and I believe that the increase in the tariff 
rate will enure directly to the benefit of the stonecutters of 
Canada and indirectly to the country. 

One further item—caustic soda and hypochlorite of lime. 
At present these two items are on the free list. The Canadian 
Salt Company at Windsor, which employs many men and has 
a large capital invested in its plant, has for three years been 
manufacturing these products made from salt. The manu- 
facture of caustic soda and hypochlorite of lime—which is a 
by-product of caustic soda—is a natural industry in connection 
with salt production. The users of caustic soda and chloride 
of lime are the soap and paper manufacturers, but they use a 
very small proportion indeed, having regard to their produc- 
tion. Therefore, it is not necessary that there should be any 
readjustment or increase of the tariff by reason of the: rates 
which I shall have the honour to propose to the House. The 
Canadian Salt Company at Windsor produces now one-third 
of Canada’s requirements in caustic soda. They hope, with 
the aid of this duty, to produce all. Later, I shall give, in the 
resolutions which I shall propose, the rates of duties which I 
have to offer with respect to these two commodities. 

- I now come to another matter which has been brought to 
our attention; that is, the tariff with respect to brass. In the 
tariff of 1907 brass in sheets, bars and rods was dutiable at 
ten per cent. It was not manufactured in Canada, and, under 
a provision of the Customs Act, on August 11, 1908, the Gov- 
ernor in Council abolished the duty of ten per cent on brass 
bars and rods, and it consequently was placed upon the free 
list. I have stated that it was not then manufactured in Can- 
ada. - However, I am now glad to say that it is manufactured 
in Canada. A new plant, involving a capital of about-$250,000 
modern, up to date, and well equipped, has been established at 
West Toronto for the manufacture of copper and brass. I 


propose now, and it also will involve no tariff adjustment, to’ 


restore the item of brass in sheets, bars and rods to the tariff, 
fixing the same duty as was fixed with respect to it in the tariff 
of 1907. 


IRON ORE DEVELOPMENT. 


Now, I approach the end of what J fear has been a some- 
what long-drawn-out and tedious Budget.. There are a number 
of minor changes, some of consequence, but chiefly for admin- 
istrative purposes. Before reaching the resolutions which we 
have to propose, in order to give notice of them, there is a mat- 
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ter to which I desire briefly to advert and it is the question of a 
bounty upon iron ore. This matter has been brought to the 
attention of the Government by the hon. member for Thunder 
Bay and Rainy River (Mr. Carrick) who, in a very able 
speech, introduced the subject to the House. The matter has 
been discussed in the press, and I notice that it has been made 
the subject of a debate in the Legislature of the province of 
Ontario. Without dilating further upon this subject, because 
the debate which ensued was of a very illuminating and inform- 
ing character, I desire to say that the Government feels that 
at the present time it has not sufficient information before it 
as a basis for intelligent legislative action. Speaking this 
afternoon with regard to the question of bounties generally, ar 
said that personally, I saw no objection to bounties granted 
for the purpose of calling an industry into being, but that there 
was a strong objection to continuing bounties to industries 
that had been firmly established. We propose, in respect to 
this important matter, which has been brought to our atten- 
tion by the hon. member for Thunder Bay and Rainy River 
to cause an inquiry to be instituted by the Mines Department 
during the coming summer for the purpose of ascertaining the 
extent and availability of Canada’s ore deposits and the char- 
acter of the ore, and securing information as complete as pos- 
sible as to improved methods of treatment. We desire to ascer- 
tain, as a result of that inquiry, whether a bounty will induce 
development and place the Canadian iron ore industry in a 
reasonable time upon a secure basis, enabling it to compete with 
foreign ore without the adventitious aid of further bounties. 

There is another matter also involving the question of boun- 
ties which I desire to call to the attention of the House. There 
has been placed before us recently, in fact since the beginning of 
the year, the question of the development in Canada of flax 
fibre production. I think that the development of the industry 
of flax fibre production would be of great advantage to certain 
parts of Canada provided it could be carried on successfully 
here. But the success of manufacturing flax fibre will depend 
upon the efficiency of the flax pulling machines and the flax 
fibre manufacturing machines. I am unable at present to 
express any opinion as to whether the flax industry is one 
which, having regard to the labour conditions that prevail in 
this country, and the stage of invention of the machinery 
required should be regarded as a possible industry, but during 
the summer it is our intention to look fully into the matter and 
see whether such an industry is possible of development in 
Canada. and whether a reasonable bounty would have the effect 
of contributing to its institution and development. 


Mr. MURPHY: By whom will the inquiry be made? 
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Department, and I am now communicating with Mr. Brock. 
The second inquiry will be conducted by the officers of the 
Finance Department, Tariff Branch. That is what I have in 
my mind at the present time. If it is necessary, we can easily 
obtain outside expert assistance in the matter. 

I propose to offier an amendment to section 7 of the Customs 
Tariff Act of 1907. That section is as follows: 


Articles which are the produce or manufacture of any foreign country 
which treats imports from Canada less favourably than those from other 
countries may be subject to a surtax over and above the duties specified 
in schedule ‘A’ to this Act, such surtax in every case to be one-third of 
the duty specified in the general tariff in the said schedule. 


I would call the attention of the House to the fact that the 
provision of one-third is inflexible; that is to say, it must be one- 
third, no more and no less. In similar legislation in other coun- 
tries—Germany, Japan and Italy—there is a provision that the 
surtax may be a rate not exceeding 50 per cent or 30 per cent; 
that is to say, it is in the discretion of the Government whether 
it will be 2 per cent, or 15 per cent, or more. 

I purpose, Sir, offering an amendment to section 7 of the 
customs tariff, which will provide that imports from countries 
which discriminate against the imports of Canada or against 
shipping may be subject to a surtax over and above the duty 
specified in the Customs Tariff Act, to an amount not exceeding 
twenty per cent ad valorem. That is to say, it may be two per 
cent, or five per cent, or ten per cent, or fifteen per cent, but 
it must not, under any circumstances exceed twenty per cent, 
ad valorem. I desire to give notice that upon the House 
resolving into Committee I shall move the following resolu- 
tions: 


Mr. SINCLAIR: Would the minister tell the House 
whether he has considered the application made last year and 
the year before for a reduction of the tariff on fishing twine, 
known as marlin. This duty discriminates against the lobster 
fisheries, all other fishing twine being free. The Minister of 
Customs told the House last year that when the tariff was dealt 
with this matter would be considered. 


Mr. WHITE: The matter is not dealt with in the changes 
which I have to propose to the House. I understand that there 
would be difficulty in the administration of an item such as, t 
think, the hon. gentleman (Mr. Sinclair) has in mind, but the 
matter has not been drawn to my attention, so far as I recall, 
since the House was in Committee upon the Budget of last year. 


RESOLUTIONS AND SCHEDULES. 


I now beg to give notice that, upon the House resolving 
itself into Committee, I shall move the following resolutions: 
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1. Resolved, that it is expedient to provide, in substitution for sec- 
tion 7 of the Customs tariff, 1907 :— 

(a) that goods the product or manufacture of any foreign country 
which treats imports from Canada less favourably than those from other 
countries may be made subject by Order in Council in the case of goods 
already dutiable to a surtax not exceeding twenty per centum ad valorem, 
and in the case of goods not dutiable to a rate of duty not exceeding 
twenty per centum ad valorem: 

(b) that goods the product or manufacture of any foreign country 
imported into Canada in vessels registered in such foreign country may, 
if such foreign country imposes higher duties of customs upon goods im- 
ported into such country in vessels registered in Canada than upon the 
like goods when imported in vessels of such country, be made subject 
by Order in Council in the case of goods already dutiable, to a surtax not 
exceeding twenty per centum ad valorem, and in the case of goods not 
dutiable to a rate of duty not exceeding twenty per centum ad valorem. 

2. Resolved, that the customs tariff, 1907, be amended by authorizing 
the Governor in Council when satisfied that rolled iron or steel angles, 
beams, channels, and other rolled shapes or sections, or iron or steel 
weighing one hundred and twenty pounds and less per lineal yard, are 
manufactured in substantial quantities in Canada from steel made in 
Canada to direct that there be substituted for tariff item 379 in schedule 
A to the customs tariff, 1907, the following: 


Tariff. | British Inter- General 
es ‘Preferential | med late : 
Item. | | Tariff. Tariff. Tariff. 
| 
} $ cts. i$ cts. $ cts. 


| 
379 | Rolled iron or steel angles, beams, chan-| | 
| nels, and other rolled shapes or sections, 
of iron or steel, not punched, drilled or | 
further manufactured than_rolled,) | 
weighing over one hundred and twenty | 
pounds per lineal yard, n.o.p. not being) } 
| square, flat, oval or round shapes, and | 
| not being railway bars or rails per ton...| 2 00 | 3 00 | 300 


| 
t ) 


3. Resolved that schedule A to The Customs Tariff, 1907, as amended 
by chapter 15 of the Acts of 1913, and by Orders in Council be further 
amended by striking thereout tariff items: 113, 184, 208, 210a, 296, 306, 
315, 361, 375, 398, 404, 410, 411, 445, 446a, 460, 471, 486, 542, 543, 
545, 546, 575, 577, sections (a) and (d) of the Orders in Council dated 
llth August, 1908, designated as items 717 and 720 of the Customs Tariff, 
the several enumerations of goods respectively, and the several rates of 
duties of customs, if any, set opposite each of said items, and to provide 
that the following items, enumerations and rates of duties be inserted 
in said schedule A :— 


Tariff British Inter- | General 
—— Preferential | mediate : 
Items. | Tariff. Tariff. Tariff. 
$ cls. $ cts. $ cts. 


39e Cassava flour, when imported by manu- 
facturers of explosives, for use excluszve- 
ly in the manufacture of such articles in 


} 
their own factories.......-.-++0++000+= Free. | Free. Free. 
. . . . | ‘ 
79a Rooted carnation cuttings in their first} as 
year of introduction.......-.+++++++5+: | Free. Free. Free. 
99a Dried or evaporated bananas. .per pound! Free. Y cent. | 4 cent- 


113 Cocoanut, desiccated, sweetened or not, 
| per pound.........seeeecerseereeeeenes 3 cents 4cents. | 4 cents. 
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Tariff 


Items. 


British 
Preferential 
Tariff 


Inter- 
mediate 
Tariff. 


General 


Tariff. 


157a 


178a 


184 


188a 


bo 
S 
co 


208a 


| 


Amy] alcohol or refined fusel oil, when 


imported by the Department of Inland 
Revenue or by a person licensed by the 
Minister of Inland Revenue, to be dena- 
tured for use in the manufacture of metal 
varnishes or lacquers, to be entered 
at ports prescribed by regulations of 
the Ministers of Customs and Inland 
Revenue, subject to the Inland Revenue 
Act and to the regulations of the De- 
partment of Inland Revenue........... 


Provided that on the goods specified in 


item 178 and imported by mail on and 
after first day of July, 1914, duties may 
be paid by Customs Revenue stamps, 


under regulations by the Minister of) 


Customs, at the rates specified in said 
item, except that on each separate pack- 
age weighing not more than one ounce 
the duty: shall be sme enenrene cs kr each 


Newspapers, and quarterly, monthly, 


and semi-monthly magazines, and 
weekly literary papers, unbound; 
tailors’, milliners’ and mantle-makers’ 
fashion plates when imported in single 
copies in sheet form with magazines 
or periodical trade journals............ 


Decalcomania paper not printed when 


imported by manufacturers of decal- 
comania transfers to be used in their 
own factories in the manufacture of 
decalcomania transfers................ 


Boracic acid and borax in packages of 


not less than twenty-five pounds weight; 
hydro-fluosilicic acid; oxalic acid; tannic 
acid; ammonia, sulphate of; sal ammon- 
jac and nitrate of ammonia; cyanide of 
potassium; cyanide of sodium and 
cyanogen bromide for reducing metals 
in mining operations; antimony salts, 
viz.:—tartar emetic, chlorine and 
lactate (antimonine); arsenious oxide; 
oxide of cobalt; oxide of tin; bichloride 
of tin; tin crystals; oxide of copper; 
precipitate of copper, crude; sulphate 
of copper (blue vitriol); verdigris 
or  subacetate of copper, dry; 
sulphate of iron (copperas); sulphate 
of zinc; chloride of zinc; sulphur and 
brimstone, crude or in roll or flour; 
cream of tartar, in crystals or argols: 
tartaric acid crystals; iodine, crude; 
bromine; phosphorus; sulphide of arsen- 
ic; carbon bistlphide sean nese mee 


‘Chloride of lime and hypochlorite of 
lime:— 


1. When in packages of not less than 
twenty-five pounds weight each per 
one hundred pounds................. 

2. When in packages of less than 
twenty-five pounds weight each..... 


$ 


ets. 


Free. 


lcent. 


Free. 


Free. 


Free. 


10 cents. 


g p.c. 


i 
| 


$ cts. 


Free. 


1 cent. 


| Free. 


Free. 


Free. 


15 cents. 


25 p.c. 


$ cts. 


Free. 


I Se 
Free. 


Free. 


| Free. 


15 cents. 


25.p:6: 


Items. 


210a 


278a 


306 


306a 


306b 


315 


3l5a 


327a 
353a 
361 


375 


375a 


375b 


378a 
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| British 
—— Preferential 
| Tariff. 


Inter- 
mediate 
Tariff. 


General 


Tariff. 


Caustic soda:— 
1. When in packages of not less than, 
| twenty-five pounds weight each 
Maem GE POUNCE hE ata tele a 5.508%. <P 1-5 cent. 
2. When in packages of less than 
twenty-five pounds weight each....| 17} p.c. 


Peanut oil for manufacturing soap or for 
canning fish; soya bean oil for manu- 
faChUTine AOA ie ee i rass/ cies se ee | Free. 


Flint; ground flint stones; feldspar,| 
fluorspar, magnesite; mica schist; 
cliff, chalk, china or Cornwall stone,) 
ground or unground, refuse stone,| 

not sawn, hammered or chiselled nor 

fit for flagstone, building stone or 

PEW RIES ch Aeasecnd aioe eect Dees | Free. 


Marble, sawn or sand rubbed, not 
polished; granite, sawn; paving blocks | 
of stone; flagstone and building stone,) 
other than marble or granite, sawn on) 
not more than two sides................{ 15 p.e. 


Building stone, other than marble or| 
Fs Ret 
granite, sawn on more than two sides) 

| but not sawn on more than four sides, 


| per hundred pounds..........--2.+.-+- 10 cents. 


Building stone, other than marble or} 
granite, planed, turned, cut or further! 
manufactured than sawn on four sides, | 
per one hundred pounds...........-+-- 30 cents. 


'Carbons over six inches in circumference 
or outside measurement and not exceed- 
ing thirty-five inches in circumference 
or outside measurement........---.-- Free. 


‘Carbon electrodes exceeding thirty-five} 
| inches in circumference or outside 
[ amensurementy cc. .5.) shaves sone scien 123 p.c. 


|Silvered lenses for automobile lamps.....| 10 p. ¢. 
| 
Aluminum leaf or foil................ ...| Free 


Gold and silver leaf; Dutch or schlag me- 
tal leaf; brocade and bronze powders.| 15 p.c. 


|Iron in pigs, iron kentledge, and cast scrap 

| iron; ferrosilicon containing not more 
than fifteen per cent silicon; ferroman- 
ganese and spiegeleisen, containing not 
more than fifteen per cent manganese, 

| perton..,.... wee aris 1 50 

i 

; 

'Ferrosilicon containing more than fifteen 

per cent silicon, per ton.. SORES wee Ale UO 


Ferrmanganese and spiegeleisen, contain-| 
ing more than fifteen per cent manga- 
nese ‘ie Tee ..| Free. 

Galvanized rolled hoop iron or hoop steel,| 
numbers twelve and thirteen gauge, per 
ton ‘ $4 25 


$ cts. 


3-10 cent. 


25 p.c. 


Free. 


Free. 


20 p.c. 


15 cents. 


45 cents. 


Free. 


$ cts. 


3-10 cent. 


Free. 


Free. 


20 p.c- 


15 cents. 


45 cents. 


Free. 


20 p.c. 


15 p.c. 


Free. 


273 p.c. 


Free. 


$7 00 


Or 
bo 


Tariff 


Items. 


British 
Preferential 
Tariff. 


Inter- 
mediate 
Tariff. 


General 


VPrarift. 


398 


398a 


404 


410 


410a 


411 


445a 


446a 


Wrought or seamless iron or steel tubing, 
plain or galvanized, threaded and 
coupled or not, over four inches in diam- 
eter but not exceeding ten inches: in 
diameter, niowpn ee ene ee 


/Wrought or seamless iron or steel tubing, 
plain or galvanized, threaded and 
coupled or not, over ten inches in diam- 
des BSN) Doacin icateole rao cnd qaians aI eI aa 


Galvanized iron or steel wire, curved or 
not, numbers nine, twelve and thirteen 
gauge with variations from such gauges 

| not exceeding four one-thousands of an 

inch, and not for use in telegraph or 
telephonedines:... jotscc ne ee eee 


‘Coil chain, coil chain links including 
repair links, and chain shackles, of iron 
or steel, one and one-eighth of an inch 
in diametenand: Oversee eee eee 


Coil chain, coil. chain links including 
repair links, and chain shackles, of iron 
oristeel, Nso-paraeee ee aoe eae 


Malleable sprocket chain, and link belt- 
ing chain of steel, when imported by 
manufacturers of agricultural imple- 
ments for use in the manufacture of such 
implements in their own factories..... . 


Mowing machines, harvesters, self bind- 
ing or without binders, binding attach- 
ments, reapers, and complete parts 
thereof , not including shafting or malle- 
able iron castings; also finished parts 
for repairs of the machines specified in 
Caisuit emi ee er eee ee 


Malleable iron castings when imported 
by manufacturers for use exclusively in 
their own factories in the manufacture 
of mowing machines, harvesters, bind- 
ing attachments and reapers.......... 


ploughs) adapted for tile drainage on 


than three thousand dollars each, and 
complete parts thereof for repairs.. 


Hlectric'dental engines:. .-s 4s) eee 


Sundry articles of metal as follows, when 
for use exclusively in mining or metal- 
lurgical operations, viz.:—Diamond 
drills, not including the motive power; 
coal cutting machines, except percus- 
sion coal cutters, coal augers and rotary 


drills; miners’ , safety lamps and parts 
thereof, also accessories for cleaning, 


or magnetic machines for separating or 


Traction ditching machines (not being) 


farms, valued by retail at not more! 


coal drills; coal heading machines; core; 


filling and testing such lamps; electric) 


| 


$ cts. 


20 p.c. 


10 p.c. 


° 
Free. 


Free. 


15 p.c. 


Free. 


123 p.c. 


FielonpsGs 


Free. 


15 p.c. 


$ cts. 


30 p.c. 


15 p.c. 


Free. 


5 p.c, 


20 p.c. 


Free. 


$ cts. 


30 p.c. 


15 p.c. 


Free. 


OMpsC. 


20 p.c. 


Free. 


127 pc 


17% p.c- 


Free. 


273 p.c. 
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Tariff | 


Items. | 


471 


471a 


478a, 


486 


494a 


5338 


concentrating iron ores; furnaces for the 
smelting of copper, zinc and nickel 
ores; converting apparatus for metal- 
lurgical processes in metals; copper 
plates, plated or not; machinery for 
extraction of precious metals by the 
chlorination or cyanide processes; amal- 
gam safes; automatic ore samplers; 
automatic feeders; retorts; mercury- 
pumps; pyrometers; bullion furnaces 
amalgam cleaners; blast furnace blow- 
ing engines; and integral parts of all 
machinery mentioned in this item..... 


|Rolled round wire rods in the coil, of iron 
or steel not over three-eighths of an inch 
| in diameter, when imported by wire 
manufacturers for use in making wire 
in the coil in their own factories.per ton 


Rolled round rods in the coil, of iron or 
steel, whether annealed or cleaned, or 
not when imported by manufacturers 
of chain for use only in their own 
factories in the manufacturer of 

f "Ghai cos vicina aero rere per ton 

‘Iron or steel bands, strips or sheets, 
number fourteen gauge or thinner, coat- 
ed, polished, or not, and rolled iron or 
steel sections, not being ordinary 
square, flat or round bars, when im- 
ported by manufacturers of saddlery 
hardware and hames for use exclusively 
in the manufacture of such articles in 
their own factories:...... ices oe ones: 


inches in diameter, and brass trim- 
mings, not polished, ‘lacquered or other- 
wise manufactured, when imported by 
manufacturers of iron or brass bed- 


| 
\Iron tubing, brass covered, not over three 
| 


steads for use exclusively in the manu- 
facture of such articles in their own 
FAGtOTICS: .0.c 602 sa Folk abe ee eae oe 


Cork slabs, boards, planks and tiles pro- 
duced from cork waste or granulated or 
ground COrK..;/.s.+<dabbiaesp aah een ee 


'Garnetted wool waste in the white when 
imported by manufacturers of woollen 
goods for use exclusively in their own 
od: - er ee ey I i 


‘Jute or hemp yarn, plain, dyed or colour- 
ed, when imported by manufacturers 
for use exclusively in their own factories 
for weaving purposes, or for insulating 
wire, or for the manufacture of ham-| 
mocks and twineS........+:ss0serrseu« 


Linen yarn when imported by manufac- 
turers of towels, damask, or seamless| 
linen fire hose duck, for use exclusiv ely) 
in the manufacture of such articles in| 
their own factories........... SF) 


British 
Preferential 
Tariff 


$ cts. 


Free. 


$2 25 


$2 25 


Free. 


Free. 


20 p.c. 


Free. 


Free. 


Free. 


Inter- 
mediate 


Tariff. 


$ cts. 


Free. 


$3 50 


$3 50 


Free. 


Free. 


30 p.c. 


Free. 


Free. 


Free. 


General 


Tariff. 


$ cts. 


Free. 


$3 50 


$3 50 


Free. 


Free. 


30 p.c. 


Free. 


Free. 


Free. 
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| 
Inter- | General 
mediate | 

Tariff. | 


Tariff British 
—_— | Preferential 


Items. Tariff. Tariff. 


$i “cts. | 3 cts. 


545 jJute and jute butts; jute cloth or jute} 
| canvas, as taken from the loom, not 
coloured, cropped mangled, pressed, 


| 
| 
| 
| 
: | 
| 
| 
ealendered, nor finished in any way....| Free. | 


Free. | Free. 


546 Jute cloth or jute canvas, uncoloured, not | 
further finished than cropped, bleached | 
mangled, or calendered............... 7% p.c. 10 p.c. 10 p.e. 
i] 
| 
548a, |Twine or yarn of paper when imported by} 
manufacturers of furniture for use only 
in their own factories in the manufac- 
turelomiurnibune se, meee eestiee ee eee eee. | Free. Free. 


575 Embroideries, n.o.p.; lace, n.o.p.; braids, | | 
n.o.p.; tapes of cotton or lnen not over | 
one and one-quarter inches in width, | 
not including measuring tape lines; | 
fringes, n.o.p.; cords; elastic, round or} | 
flat; garter elastic; tassels; handker- 
chiefs of all kinds; lace collars and all) 
manufactures of lace; nets and nettings | 
of cotton, linen, silk or other material, 
n.o.p.; Shams and curtains, when made \ 
up, trimmed or untrimmed; corsets of 
all kinds; linen or cotton clothing, n.o.p.| 25 p.c. S25 6s oop. Cs 


577. ‘(Silk in the gum or spun silk, when im- 
ported by manufacturers of silk thread, | 
silk underwear or of woven labels, for! 
/ use exclusively in the manufacture of) 
such articles in their own factories....| Free. Free. Free. 


‘Buttons of vegetable ivory... .per gross..| 5 cents. 5 cents. 5 cents. 
and.. 20 p.c. | 30 p.c. 30 p.c. 


a 
oy 
peat 
© 


67la |Metal tips, studs and eyes adapted for, 
| the manufacture of corset clasps and! | 
COMSEULWITER Shi cane aoe ee Tce ae | Free. | Free. Free. 
692a |Articles presented from abroad in recog-, 
nition of the saving of human life, under| 
regulations by the Minister of Customs] Free. 


| Free. Free. 


4. Resolved, that Schedule B to The Customs Tariff, 1907, be amended 
by striking thereout tariff items 1017 and 1019, the several enumerations 
of goods respectively, and the several rates of drawback of customs duties 
set opposite each of the said items, and to provide that the following items, 
enumerations, and rates of drawback of customs duties be inserted in said 
Schedule B: 


| Portion of duty 
| (not including 


Item Goods. | When subiect to Drawback. | special duty or 

No. dumping duty) 
| payable as 
| Drawback. 


| 

1,017 |Lapwelded tubing of iron Sligpen used in casing water, oil! 

steel, not less than four] and natural gas wells, or for| 

| inches in diameter,| the transmission of natural) 

threaded and coupled or) gas under high pressure from’ 

not. gas wells to points of distri-, 
Ie butione seventeen ....| 60 per cent, 


| Portion of duty 
(not including 


Item. | Goods. When subject to Drawback. special duty or 
No. dumping duty) 
| payable as 
Drawback. 
1,019 |Bituminous coal........... When imported by proprietors 


of coke ovens and converted 
at their coke ovens into coke 
| for use in the smelting of 
metals from ores and in the 
melting of metals........... | 99 per cent. 


1,021 Rolled round wire rods in When used in the manufacture 
the coil, of iron or steel,| of galvanized iron or steel 
not over three-eighths of wire, curved or not, numbers} 
an inch in diameter. | nine, twelve and_ thirteen! 

| gauge, with variations from 
such gauges not exceeding 
four one-thousands of aninch| 99 per cent. 


P0822 COMATODALS vce arcuate pele When used for the smelting of} 
metals from OreS.........00++ 99 per cent. 
1,023 |Rolled hexagon iron or stee]'When used in the manufacture 
bars. | of cold drawn or cold rolled 
| iron or steel bars, or turned 
and polished shafting........ 99 per cent. 


1,024 Yarns composed in chief/When used in the manufacture 
| value of wool, single,| of socks and stockings.......| 99 per cent. 
numbers thirty and finer, 

on mule cops, tubes or 

cones, or in hanks, dry| 

spun on the French or 
Belgium systems, in 
white only, not doubles 

or twisted. | 


| 


5. Resolved, that Schedule C (prohibited goods) to The Customs 
Tariff, 1907, shall be amended by adding the following: 

1212, Aigrettes, egret plumes, or so called osprey plumes, and the 
feathers, quills, heads, wings, tails, skins, or parts of skins of wild birds 
either raw or manufactured; but this provision shall not come into effect 
until Ist January, 1915, and shall not apply to: 

(a) the feathers or plumes of ostriches; 

(b) the plumage of the English pheasant and the Indian peacock; 

(c) the plumage of wild birds ordinarily used as articles of diet; 

(d) the plumage of birds imported alive, nor to— 

(e) Specimens imported under regulations of the Minister of Cus- 
toms for any natural history or other museum or for educational purposes. 

6. Resolved, that the foregoing provisions shall be held to have gome 
into force on the seventh day of April, 1914, and to heve applied to all 
goods imported or taken out of warehouse for consumption on and after 
that day, and to have also applied to goods previously imported for which 
no entry for consumption was made before that day, except as otherwise 
provided in the foregoing Resolutions: Provided, notwithstanding any 
increase in customs duties under the said Resolutions, that all goods 
actually purchased on or before the sixth day of April, 1914, for importa- 
tion into Canada, on evidence satisfactory to the Minister of Customs of 
the purchase having been so made, and all goods in warehouse in Canada 
on such day, if entered for duty after importation prior to the first day of 
July, 1914, may be entered at the rate of duty in force on the said sixth 
day of April, 1914. Aj 


CONCLUSION. 


Mr. Speaker, this is the third occasion upon which I have 
had the honour of presenting the Budget to the House, and I 
have again to express my most grateful thanks for the courtesy, 
attention and patience with which you have heard me. 
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BUDGET SPEECH 


DELIVERED BY 


ELON, W Ds WELTER MP. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS AT OTTAWA, THURSDAY, 
AUGUST 20, 1914. 


WAYS AND MEANS—THE BUDGET. 


Hon. W. T. WHITE (Minister of Finance) moved that the 
House go into Committee of Ways and Means. He said: I shall 
preface the introduction of the fiscal measures which I have to 
propose to the House by a brief statement of the financial posi- 
tion of the Dominion and of the new situation, as it presents 
itself to me, with which we are confronted as a result of the 
outbreak of war. 


FINANCIAL SITUATION——EFFECT OF WAR. 


Owing to widespread financial and economic conditions, to 
which I referred at length in my Budget speech of April, our 
revenues since September last have shown a marked decline. 
During the first four months of the present fiscal year, April, 
May, June and July, we have experienced a reduction, as com- 
pared with the same four months of the previous fiscal year, of 
over ten million dollars. 

In consequence of a general increase in commercial activity, 
due to easier money conditions, a marked improvement became 
perceptible about the end of July. The extent of this improve- 
ment is reflected in the returns of the first ten days of 
August, the loss of revenue being $500,000, or at the rate of say 
$1,500,000 for the month, as compared with an average decline 
of 2,700,000 for each of the four preceding months. 

As the decline in revenue for the last fiscal year had begun in 
October, we had caleulated that during the remainder of the 
calendar year we would gradually overtake the revenues of the 
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corresponding months of the previous year and could look for- 
ward to gains in January, February and March which would 
have recouped in some measure our earlier losses. 

This outlook has been wholly changed by the war. Its start- 
lingly sudden outbreak between Austria-Hungary and Servia 
and the appalling rapidity of its extension to Russia, Germany, 
france, Belgium and Great Britain threw the civilized world 
into a panic such as was never known before. The shock to 
international finance was immense. In the general loss of ‘con- 
fidence which ensued there arose an instantaneous and universal 
demand for gold. Huge volumes of securities were thrown 
upon the market and sold for what they would realize. Liqui- 
dation proceeded upon a colossal scale until the prodigious 
losses of individuals and the vast drainage of gold from all 
great financial centres compelled the closing of the bourses and 
exchanges of the world. The demand for gold still continuing 
in the financial world and general hoarding having begun on the 
part of the general public, a widespread suspension of specie 
payment inevitably resulted. In consequence of such suspen- 
sion accompanied in Great Britain and elsewhere in Europe by 
moratory proclamations whereby the payment of maturing obli- 
gations was postponed, and by reason of the fact that gold could 
no longer be shipped across the Atlantic owing to the menace 
of hostile cruisers, the exchange system of the world at once 
experienced collapse. In the meantime international trade was 
prostrated by the blow which severed at once all intercourse 
between belligerents and caused immediate cessation of com- 
rnerce between Europe and America. 

All these cataclysmic events have been compressed within 
the period of two or three weeks; and yet such is the flexibility 
of the financial organization of the world, that already order is 
emerging out of what seemed hopeless chaos, and the vast and 
complicated machinery of commerce and finance is with hourly- 
increasing efficiency resuming its normal function. 

For the purposes of this presentation it remains for me to 
estimate, so far as possible, our expenditures for the year, indi- 
cate my view as to revenue and submit the measures proposed 
by the Government to meet the altered conditions with which we 
are confronted. J should not be frank if I did not at once say 
that I put forth my view as to both revenue and expenditure 
with the utmost diffidence, because it is not possible for any one 
to forecast with any measurable degree of certainty what lies 
ahead of us under either of these headings. 

Before the outbreak of war we had calculated upon a revenue 
of one hundred and forty-five million dollars and an expendi- 
ture of about one hundred and seventy-five million dollars of 
which $135,000,000 would have been upon Consolidated Fund 


~ 
‘ 


Account and $40,000,000 upon Capital, Special, and Invest- 
ment Accounts. 

In June last we floated a loan of £5,000,000, the proceeds 
of which with our expected revenues would have carried us into 
next fall when a further loan of say £3,000,000 would have 
sufficed for our requirements until the end of the fiscal year, 
including the retirement of £1,700,000 Treasury Bills maturing 
in November next. 

Our present cash position is normal, our bank balances both 
in Canada and in London having been well maintained. 


ESTIMATED REVENUE, 1914-15. 


I proceed now to deal with the situation as changed by the 
war. As to revenues for the remainder of the year it is with 
much hesitation that I venture upon an estimate. For some 
time past I have had the tariff experts of my Department and 
of the Customs Department considering the question. That we 
shall experience a sharp decline in customs revenue due to 
decreased importations seems certain. The war itself shuts off 
automatically our trade with the enemy, The increased risk 
of ocean traffic must have a most serious effect upon our sea- 
bourne commerce. Above all, the temporary cessation of the 
stream of our borrowings in Great Britain will diminish our 
capital and other expenditures and express itself in a marked 
diminution in our imports. On the other hand we shall prob- 
ably increase our imports from the United States, through 
whose ports goods from Europe will no doubt find their way. 
The enhanced prices of our grain, food and other products will 
give us greater buying power than we should have otherwise pos- 
sessed from this source. After careful consideration of all these 
aspects of the question we are of the view that our revenues 
from present sources for the year should reach from $130,- 
000,000 to $135,000,000. 


ESTIMATED EXPENDITURE, 1914-15. 


With regard to expenditures it will be the policy of the 
Government so far as possible to maintain the existing pro- 
gramme of public works under construction. New works will 
not, however, be undertaken until the financial situation clears, 
and in this connection we must ask the forbearance and co-opera- 
tion of members of both sides of the House. On the one hand 
we do not desire to shut down construction now under way 
with the consequent resulting unemployment, and on the other 
we must have in mind existing financial conditions and embark 
upon new expenditure only when we have in view the source 
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of funds with which it may be defrayed. Under this policy I. 
estimate that our revenue will just about suffice to meet our 
ordinary running expenditure; at least I am hopeful that it will 
do so. 

This leaves to be otherwise provided, for capital, special and 
investment expenditure, a sum totalling probably $30,000,000, 
together with such special expenditure as we may make for the 
common defence of Canada and the Empire. We are asking 
Parliament for a vote of $50,000,000. What portion of this 
may be expended during the remainder of the fiscal year is 
problematical, but we must assume at least the greater part. 
With the world at war and our national existence at stake it is 
not the part of patriotism to spare either blood or treasure, and 
ihe Government may be depended upon to continue to uphold 
to the utmost of its power the arm of Britain in the fateful con- 
test in which she is now engaged for the preservation of the 
Empire and the freedom of the world. 

Assuming a capital and special expenditure of say $60,000,- 
000, we must further provide $8,500,000 for the retirement of 
Treasury Bills maturing in November, making a total of 
$68,500,000, which must be met by the proceeds of borrowing or 
special taxation. We have already borrowed $25,000,000 by 
the issue of June. This leaves a balance of $43,500,000 which 
we must now devise ways and means to meet. 


WAR TAXATION——CUSTOMS AND EXCISE. 


To partially meet the special war expenditure I have to 
propose certain increases in customs and excise duties upon 
articles and commodities to the taxation of which resort is 
usually had in the emergency of war. 

The special war taxation which I have to propose to the 
House will affect the rates. of duties of customs and of excise 
upon coffee, sugar, liquors and tobacco. On green coffee, which 
was free when imported direct from the country of growth and 
production or purchased in bond in the United Kingdom, it is 
proposed to place a duty of 24 cents per lb. under the British pre- 
ferential tariff and 3 cents per lb. under the general tariff. The 
increased revenue on coffee for the year will be about $500,000. 
As to sugar, we propose that upon the raw commercial article 
testing 75 degrees by the polariscope, the rate of duty will be 
increased from 25 cents under the British preferential tariff to 
88 cents per 100 lbs., and from 314 cents under the general 
tariff to $1.11} per 100 lbs. No change is proposed in the rates 
respecting each additional degree over 75 degrees. In other 
words an increase is proposed of 63 cents per 100 lbs. under the 
British preferential tariff and 80 cents per 100 Ibs. under the 
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general tariff. On raw sugar which tests 96 degrees an 
increase is made in the British preferential tariff from 40} 
cents per 100 lbs. to $1.032 per 100 lbs. and an increase in the 
general tariff from 574 cents per 100 Ibs. to $1.873 per 100 
lbs. On refined sugar testing 88 degrees by the polaris- 
cope the British preferential tariff rate will be increased 
from 72 cents to $1.52 per 100 lIbs., and under the gen- 
eral tariff from 93 cents to $1.93 per 100 lbs. No change 
is made in the rates respecting each additional degree over 88 
degrees. In other words an increase is proposed of 80 cents per 
100 lbs. under the British preferential tariff and $1.00 per 100 
lbs. under the general tariff. 

On refined sugar which tests 99 degrees we propose to 
increase the British preferential tariff from 83 cents per 100 lbs. 
to $1.63 per 100 pounds and the general tariff from $1.07 to 
$2.07% per 100 lbs. That is to say, we propose to increase 
refined sugar four-fifths cents per lb. under the British prefer- 
ential tariff rate and one cent per lb. under the general tariff 
rate. The revenue we shall derive from this special taxation 
on sugar will probably exceed $5,000,000 per annum upon the 
hasis of last year’s importations of sugar. 

On whisky, brandy, gin and other distilled spirits of like 
character, it is proposed to increase the duty from $2.40 to 
&3 per proof gallon. The increased revenue on spirits so 
imported will exceed $2,500,000 per annum upon the basis of 
last year’s consumption. Certain other minor changes will be 
proposed, which it is unnecessary to advert to here, on account 
of the increase in coffee, sugar and spirits duty—there are cer- 
tain changes, known as consequential changes, which it is neces- 
sary to make in the duties on certain commodities by reason of 
the increased duties imposed on articles which are raw materials 
in their production. On cigars and cigarettes we propose to 
increase the specific rate from $3 per lb. to $3.50 per lb., and on 
manufactured tobacco we propose an increase of 10 cents per 
lb. The increased revenue from this source will be over $200,000 
per annum. I may explain that on account of schedule C of the 
French treaty no increase can be made in the rates of customs 
duties on wines and champagnes. The reason is that the cus- 
toms rates under the French treaty are fixed and specific and 
not susceptible to increase during the continuation of the treaty. 

So much for our proposal as regards customs. I now turn 
to the measures which we propose with reference to duties of 
excise. Our proposals in this respect are as follows: upon 
spirits from $1.90 to $2.40 per gallon; on malt liquor from 
_ 10 cents to 15 cents per gallon; on malt from 14 cents to 3 cents 
per lb.; on cigars, from $2 to $3 per thousand; on cigarettes 
from $2.40 to $3 per thousand; on manufactured tobacco from 
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5 cents to 10 cents per lb. We anticipate an increased revenue 
from excise calculated upon the consumption of last year, of 
about $6,600,000 per annum. 

In connection with the increases which I have proposed in 
customs and excise rates upon liquors and tobaccos, it has come 
to our knowledge that certain brewers, distillers and dealers, in 
expectation that a special war tax would be necessary upon these 
commodities, have during the past two weeks taken exceedingly 
large amounts out of bond. I have particulars of the abnormal 
increases in customs and excise revenue under my hand which I 
shall later lay before the committee. If we fail to deal with the 
situation thus created, our fiscal measure, so far as it relates to 
the commodities in question, would be defeated and we 
should be deprived in large part of the revenue which for the 
remainder of the year we have calculated upon from these 
sources. I have to propose, therefore, that part of the legisla- 
tion relating to duties of customs and excise be deemed to 
come into effect on August 7, 1914. 

These special war taxes, representing only a small fraction 
of our increase in military and naval expenditure, due to the 
critical situation which has arisen, will fall upon the entire 
community. In paying them each citizen will feel that the 
amount he pays is a direct contribution to the defence of Canada 
and the Empire. 

From these special war taxes I estimate we shall derive 
additional revenue of about seven million dollars during the 
remainder of the fiscal year. This leaves a sum of over 
$36,000,000 to be provided by borrowing. We shall, as oppor- 
tunity offers, issue further loans, but I must state to the House 
that the amount upon which we can rely from this source is 
conjectural and dependent upon the course of events. 


NOTES ACT AMENDMENT. 


In these circumstances I am taking authority, by legislation 
amending the Dominion Notes Act, to increase the amount of 
notes which may be issued against a 25 per cent margin of gold 
from thirty to fifty million dollars. This will give us an addi- 
tional fifteen million dollars free money borrowed from our 
own people upon the Dominion’s credit. We shall avail our- 
selves of this emergency measure to the extent that it may be 
found necessary to supplement our borrowings otherwise. I 
have already given notice of the legislation in that behalf. 


INDUSTRIAL CONDITIONS. 


As to the effect of the war upon industrial and commercial 
conditions in Canada, I do not regard it necessary that I should 
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upon this occasion make any special pronouncement. Injury 
there will no doubt be to some of our enterprises, but such injury 
may be most marked at the beginning and not of long duration. 
In the circumstances I feel that I can confidently appeal to all 
employers of labour to continue to carry on their operations to 
such extent as may be feasible to them in order that the distress 
of unemployment may be minimized as much as possible, and 
that the first brunt of the war may not fall too heavily upon the 
vorking community. 

To many of our industries, and notably to agriculture, there 
should be pronounced stimulation and quickening of activity. 
Trade between Canada and the motherland will undoubtedly 
receive an impetus, the importance of which to our future rela- 
tions it would be difficult to overstate. If I have any general 
edvice to offer it is that the people of Canada will, as I am sure 
they will, continue to maintain the calm, sane judgment for 
which they have always been noted. Above all, confidence is a 
supreme patriotic duty—confidence in one another, confidence 
in our country and its institutions, in the Empire, in the 
righteousness of our cause and, under Providence, in the cer- 
tain ultimate triumph of our arms. 

I beg, Mr. Speaker, to give notice that when this House goes 
into Committee of Ways and Means, I shall move the following 
resolutions : 
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CUSTOMS DUTIES. 


i. Resolved that it is expedient to amend Schedule A to the Customs Tariff, 
1907, as amended by chapter 15 of the Acts of 1918, and by chapter 26 of 
the Acts of 1914, and to strike thereout tariff itmes: 21, 22, 28, 25, 26, 27, 
28, 29, 48, 44,. 45, 66, 103, 104, 105, 106, 107, 118, 134, 135, 185a, 
141, 148, 144, 145, 146, 147, 150, 151, 152, 156, 159, 160, 161, 162, 168, 
220, 248, the several enumerations of goods respectively, and the several 
rates of duties of Customs, if any, set opposite each of the said items, 
and to provide that the following items, enumerations and rates of 
duties be inserted in said schedule A: 


Tarift Dp hee Inte Bs General 
Thane aia Preferential | mediate Tariff. 
Tariff. Tariff. 
21 |Cocoa paste or ‘liquor’ and chocolate 
paste or ‘liquor,’ sweetened, in 
blocks or cake$ not less than two 
pounds in weight......... per pound] 4 cents. 43 cents. 43 cents. 
22 |Preparations of cocoa or chocolate in 
JSOMAEIO MOM I GaA bannennabe bt) coe pice 274 p.c. 27% p.c. 
23 |Preparations of cocoa or chocolate, 
n.o.p.,and confectionery coated with 
or coataining chocolate, the weight 
of the wrappings and cartons to be 
included in the weight for duty... 
per pound] 1 cent. 1 cent. 1 cent. 
and)... 0) 22ap-C. 35 p.c. 35 p.c. 
25 |Chicory, kiln-dried, roasted or ground, 
PEL POUNG rey tro scereanea tie 2 cents. 3 cents. 3 cents. 
25a |Coffee, extract of, n.o.p., and substi- 
tutes therefor of all kinds, per pound! 5 cents. 6 cents. € cents. 


26 |Coffee, roasted or ground, and all 
imitations thereof and substitutes 
therefor, including acorn nuts, n.o. p., 
DELND OWN Cin auees Settee tee ene 4 cents. 5 cents. 5 cents. 
27 |Coffee, roasted or ground, when not 
imported direct from the country 
of growthand production..per pound| 4 cents. 5 cents. 5 cents. 
sn Ceres 7% p.c. | 10 p.e. 10 p.c. 
28 |Coffee, green, imported direct from the | 
country of growth and production, | 
and green coffee purchased in bond | 
in the United Kingdom...per pound| 24 cents. 3 cents. 3 cents. 
28a |Tea imported direct from the country 
of growth and production, and tea 
purchased in bond in the United 


[Si rcveCo koran Ay of VELMA Sree in mee .| Free. Free. Free. 

29 |Coffee, green, n.o.p........ per pound| 3 cents. 3 cents. 3 cents. 
and 10 p.c. 10 p.e. 10 p.c. 

CAEN NA NSE ANS THOM eles cha Oak AwIE Enea 4) ayer 10 p.e. 10 p.c. 
43 |Condensed milk, the weight of th 

package to be included in the weight 

[Ray HOW DU ecarve peociaip Ge amc per pound.| 23 cents. 3% cents, 37 cents. 
4% |Condensed coffee with milk.......... 25 pec. 3h p.c. 35 p.c. 
45 |Milk foods, n.o.p.; prepared cereal 


foods, in packages not exceeding 
twenty-five pounds weight each....| 20 p.c. 27% p.c. 274 p.c. 
G6 | Biscuits, sweetened.....5...0.0 9-200 20 p.c. 30 p.c. 30 p.c. 
108 |Fruits preserved in brandy, or pre- 
served in other spirits, and cuontain- 
ing not more than forty per cent of 

proof spirit in liquid contents thereof} 69 p.c. 69 p.c. | GO p.e. 


i ) 
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CUSTOMS DUTIES.— Continued. 


Tariff 


Items. 


104 


105 


106 


107 
113 


= . ——— 
| British Inter- Fete | 
| — Preferential| mediate Tariff 
Tariff. Tariff. aes 
Fruits preserved in brandy, or pre- 
served in other spirits, and contain- 
ing more than forty per cent of proof 
| spirit in the liquid contents there- 
|) POE eae see Rae Po nie per gallon.| $3.00 $3.00 $3.00 
aid . . 30 p.c. 30 p.c. 30 p.c. 
Fruits in air-tight cans or other air- 
tight packages, n.o.p., the weight of 
| the cans or other packages to be in- 
cluded in the nica for duty..perlb.| 13 cents. 23 cents. 24 cents. 
Jellies, jams, preserves and condensed 
mince meats............ per pound.| 2? cents. 3? cents. 33 cents. 
[Preserved pinger..:......-2050..0 00 25 p.c. Oo p.e. 35 p.c. 
Cocoanut, desiccated, sweetened or 
HOST, oct eee per pound.| 4 cents. 4% cents. 43 cents. 


134 


All sugar above numbersixteen Dutch! 
standard in colour, and all refined 


cope, per one hundred pounds. ... | $1.52 $1.93 $1.93 


dred pounds..... .,... J cent. 14 cents. | 14 cents, 


toms that such refined sugar has 
been manufactured wholly from raw 
sugar produced in the British colon- } 
ies and possessions, and not other- 
wise. 

Sugar, n.o.p., not above number six- 

| teen Dutch standard in colour, sugar 
drainings or pumpings drained in 
transit, melado or concentrated | | 
melado, tank bottoms, sugar con-| | 
crete, and molasses testing over| 
fifty-six degrees and not more than| } 
seventy-five degrees by the polaris-| 
cope, per one hundred pounds . | 88 cents. $1.114 | $1.113 

And for each additional degree over 
seventy-five degrees, per one hun-| 


| dred pounds ........... APNE 


| 
# cent. ljcents. | 1} cents 
{Provided that fractions of five-tenths| 
of a degree or less shall not be snb-| 
ject to duty, and that fractions of| 
more than five-tenths shall be dutia-| 
ble as a degree. Provided that allj 
raw sugar, including sugar specified| 
in this item, the produce of any| 
British colony or possession, shall 
be entitled to entry under the Brit-| 
ish Preferential Tariff, when im-| 
ported direct into Canada from any| 
| British country. 
Provided that sugar imported under 
this item shall not be subject to spe- 
' cial duty. | 
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CUSTOMS DUTIES.— Continued. 


Tariff 


Items. 


135a 


141 


143 


150 


151 


British | 
Preferential | 


Tariff. 


Raw sugar as described in tariff item 
135, when imported to be refined in 
Canada by Canadian sugar refiners, 
to the extent of the quantity of 
sugar refined during the calendar 
years 1912 and 1913, by such refiners 
from sugar produced in Canada from 
Canadian beet-root under regala- 
tions by the Minister of Customs, 
per one hundred pounds, testing not 
more than seventy-five degrees by 
the polariscopensasnee acene eee ee 
And per one hundred pounds for 
each additionnal degree over seven- 
by -fiveldesrees eer me ee siemens 

Provided that sugar imported under 
this item shall not be subject to 
special duty. 

This item to expire December 31, 
1914. 


‘Sugar candy and confectionery, n.o.p., 
| including sweetened gums, candied 
peel, candied pop-corn, candied 
fruits, candied nuts, flavouring pow- 
ders, custard powders, jelly powders, 
sweetmeats, sweetened breads, cakes, 
ples, puddings and all other confec- 
tions containmg sugar, the weight 
of the wrappings and cartons to be 
included in the weight for duty.. 
per pound 
TG Weeetense 


Cigars and cigarettes, the weight of 
cigars to inc Jude bands and ribbons 
and the weight of cigarettes to in- 
clude the paper covering. . per pound 

and 


\Gutatobacconscsme.seemies ,.per pound 


Manufactured tobacco, n.o.p., and 
SOUT Wer NOUN Ger einen 


Ale, beer, porter and stout, when 
imported in casks or otherwise in 
pothle pert gallonsec, ee eeemetees 


Ale, beer, porter and stout, when 
imported in bottles..,... per gallon 
Provided that six quart bottles or 

twelve pint bottles shall be held 
bolcontalns. serene one gallon. 


Limejuice and fruit juices, fortified 
with or containing not more than 
twenty-five per cent of proof spirits 
eraretaansvereye siaiebs skeet Seer DeLealon 


|Limejuice and fruit juices, fortified 
with orcontaining more than twenty: 


and 


five per centof proof spirits. per gallon | 


i 


88 cents. 


# cent. 


bor 
bo 


$3.50 


25 


cents. 
24 p.c. 


5 cents. 


.00 
pe. | 


p.c. 


cents. 


cents. 


cents. 


cents. 


Inter- General 
mediate Tariff 
Tariff. Spar ws 
88 cer 88 cents. 
2 cent 2 cent. 
4 cent 4 cent. 
35 p.c 38 p.c 
$3.50 $3.50 
25 p.c. 25) p.c. 
65 cents. 65 cents. 
60 cents, 60 cents 
30 cents. 30 cents. 
42 cents. 42 cen.ts 
75 cents. 75 cents. 
$3.00 $3. 00 
30) D.C: 30 p.c. 


Tariff British _ | Inter- 
s)| Preferential mediate 
* Tariff. Tariff. 
152 |Limejuice and fruit syrups, and fruit 
Puices, NiGEpe faa ee ee ee 174 p.c 22k p.c. 
156 |Ethy] alcohol, or the substance com-| | 
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CUSTOMS DUTIES.—Continued. 


monly known as alcohol, hydrated! 
oxide of ethyl or spirits of wine, 
n.o.p.: gin of all kinds, n.o.p.; rum, 
whisky and all spirituousor alcoholic 
liquors, n.o.p.; | amyl alcohol or 
fusel-oil, or any substance known as 
potato spirit or potato oil; methyl 
alcohol, wood alcohol, wood naph- 
tha, pyroxylic spirit or any sub- 
stance known as wood spirit or me- 
thylated spirits, absinthe, arrack or 
palm spirit, brandy, including arti- 
ificial brandy and imitations of 
brandy, n.o.p.; cordials and liqueurs 
of all kinds n.o.p.; mescal, pulque,| 
rum shrub, schiedam and other 
schnapps; tafia, angostura and 
similar alcoholic bitters or bever- 
ages ; and wines, n.o.p., containing 
more than forty per cent of proof 
BpiTivs...9.2 pergallon of thestrength) $3.00 ! 
of proof, 

Provided, as to all the goods specified 
in this item when of less strength 
than the strength of proof, that no) 
reduction or allowance shall be made 
in the measurement thereof for duty 
purposes, below the strength of 
fifteen per cent under proof. 

|Provided also, that when the goods 

epecified in this item are of greater 

| strength than the strength of proof, 

| the measurement thereof and the 
amount of duty payable thereon 

| shall be increased in proportion for 
any greater strength than the) 
strength of proof. 

Provided further, that bottles and 
flasks and packages of gin, rum, 
whisky and brandy of all kinds, and) 
imitations thereof, shall be held to| 
contain the following quantities 
(subject to the provisions for addi- 
tion or deduction in respect of the 
degree of strength), viz. :— 

Bottles, flasks and packages, contain- 
ing not more than three-fourths of 
a gallon per dozen, as three-fourths 
of a gallon per dozen ; 

Bct les, fiasks and packages, contain- 
ing more than sa faa es of a} 
gallon but not more than one gallon 
per dozen, as one gallon per dozen ;| 

|Bottles, fasks and packages, contain- 
ing more than one gallon but not 
more than one and one-half gallons) 
per dozen, as one ard one-half gal- 
lon per dozen ; 

Jottles, tasks and packages, contain- 
ing more than one and one-half gal- 
lon but not more than two gallons} 
per dozen, as two gallons per dozen :) 


| 


$3.00 


Tariff. 


$3.00 
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CUSTOMS DUTIES.—Continued. 


Tariff 
Items. 


159 


160 


161 


Tariff. 


Preferential | 


Inter- 
mediate 
Tariff. 


Bottles, flasks and packages, contain 
ing more than two gallons but not 
more than two and four-fifths gal- 
lons per dozen, as two and four- 
fifths gallons per dozen ; 

Bottles, flasks and packages, contain- | 
ing more than two and four-fifths | 
gallons but not mcre than three 
gallons per dozen, as three gallons 
per dozen ; 

Bottles, flasks and packages, contain-| 
ing more than three gallons but not 
more than three and one-fifth gal- 
lons per dozen, as three and one- 
fifth gallons per dozen. 


i 


\Provided further, that bottles or 
phials of liquors for special pur- 
poses, such as samples not for sale 
to the trade, may be entered for 
duty according to actual measure- 
ment, under regulations prescribed 
by t the Minister of Customs. 
Spirits and strong waters of any 
| kind mixed with any ingredient or 
ingredients, as being or known or 
designated as anodynes, elixirs, 
essences, extracts, lotions, tinctures 
or medicines, or ethereal and spirit- 
ous fruit essences, n.o.p., per gallon 
and 
Alcoholic perfumes and perfumed 
spirits, bay rum, cologne and 
lavender waters, hair, tooth and 
skin washes, and other toilet pre- 
parations containing spirits of any 
kinds:— 
(a) When in bottles or flasks con- 
taining not more than four 
OUNCES. cache pans eee 
(b) When in bottles, flasks or 
other packages, containing 
not more than four ounces 
CACHE erecta tarts per gallon 
: and 
Nitrous ether, sweet spirits of nitre 
and aromatic spirits of ammonia 
per gallon 
and.... 
Medicinal or medicated w ines includ- 
ing vermouth and ginger wine, con- 
taining not more than forty per cent 
of proof SDITVGS) iy nie one ery 


Malt flour containing less than fifty 
per cent in weight of malt; also 
extract of malt, fluid or not, in- 
cluding grain molasses—all articles 
in this item upon valuation without 
British or foreign excise duties, 
under regulations by the Minister 
of Customs....... seule te per pound 


ANG ao alerts 


$3.00 
30.).c. 


60 p.c. 


$3.00 
40 p.c. 


$5.00 
30 p.e. 


60. p.e. 


3 cents. 
35 p.c. 


| 


$3.00 
3U p.c. 


3 cents. 
33 p.c 


General 
Tariff. 


$3.00 
30. p.c. 


60 p.c. 


$3.00 
40 p.c. 


$3.00 
30 p.c. 


60 p.c. 


3 cents. 
35 p.c. 
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CUSTOMS DUTIES.—Concluded. 


. British Inter- 
Tariff A : 
Preferential.| mediate : 
Items. Tariff. Tariff. Tariff. 


220 |All medicinal, chemical and pharma- 
ceutical preparations, compounded 
of more than onesubstance, including 
patent and proprietary preparations, 
tinctures, pills, powders, troches, 
lozenges, syrups, cordials, bitters, 
anodynes, tonics, plasters, liniments, | 
salves, ointments, pastes, drops, 
| waters, essences and oils, n.o.p. :-— 
tay Witten dry an, fe wen commen tecon nae 20 p.c. 25 p.c. 25 p.c. 
NG). All ethoreacan : vaca leucieecn 60 p.c. 60 p.e. 60 p.c. 
Provided that drugs, pill-mass and 
preparations, not including pills or 
| medicinal plasters, recognized by 
the British or the United States 
harmacopeia, or the French 
odex’as officinal, shall not be held 

to be covered by this item ; 
| Provided, also, that any article in 
this item containing more than 
forty per cent of proof spirit shall 
be rated for duty at....pergalion| 33.00 $3.00 $3.00 
BOC. bors 30 p.c. 30 p.c. 30 p.c. 
248 Paints and colours, ground in spirits, 
and all spirit varnishes and lacquers . 
per gallon] $1.25 $1.25 $1.25 


2. Resolved, that any enactment founded on the preceding resolution 
shall be deemed to have come into force on the twenty-first day of August, 
nineteen hundred and fourteen, and to have applied to all goods mentioned 
in the preceding resolution, except as hereinafter otherwise provided, 
imported or taken out of warehouse for consumption on and after that day, 
and to have also applied to goods previously imported for which no entry 
for consumption was made before that day: 

Provided, however, that the foregoing provisions respecting goods speci- 
fied in taritf items 146, 147 and 156 shall be deemed to have come into force 
on the seventh day of August, nineteen hundred and fourteen, and to have 
applied to the goods mentioned in said tariff items 146, 147 and 156 imported 
or taken out of warehouse for consumption on and after that day, and to 
have also applied to goods previously imported for which no entry for con- 
sumption was made before that day. 


EXCISE DUTIES. 


1. Resolved, that it is expedient to amend the Inland Revenue Act, as 
amended by chapter 34 of the Acts of 1908, by repealing sections 154, 201, 
222 and 279 thereof, and substituting therefor the following :— 

154. There shall be imposed, levied and collected on all spirits distilled, 
the following duties of excise, which shall be paid to the collector, as herein 
provided, that is to say: 

(a) When the material used in the manufacture thereof consists of not 
less than ninety per centum, by weight, of raw or unmalted grain, or when 
manufactured from sugar, syrup, molasses or other saccharine matter not 
otherwise provided for, on every gallon of the strength of proof by Sykes’ 
hydrometer, two dollars and forty cents, and so in proportion for any greater 
or 7 strength than the strength of proof, and for any less quantity than 
a gallon; 

(b) When manufactured exclusively from malted barley, taken to the 
distillery in bond and on which no duty of customs or excise has been paid, 
or when manufactured from raw or unmalted grain, used in combination, in 
such proportions as the department prescribes, with malted barley taken to 
the distillery in bond and on which no duty of customs or of excise has 
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been paid, on every gallon of the strength of proof by Sykes’ hydrometer, two 
dollars and forty-two cents, and so in proportion for any greater or less 
strength, and for any less quantity than a gallon; 

(c) When manufactured exclusively from molasses, syrup, sugar or 
other saccharine matter, taken to the distillery in bond and on which no duty 
of customs has been paid, on every gallon of the strength of proof by Sykes’ 
hydrometer, two dollars and forty-three cents, and so in proportion for any 
greater or less strength, and for any less quantity than a gallon. 

201. There shall be imposed, levied and collected on every gallon of any 
fermented beverage made in imitation of beer or malt liquor, and brewed in 
whole or in part from any other substance than malt, a duty of excise of 
fifteen cents, which shall be paid to the collector as herein required: 
Provided, that any brewer using sugar, Syrup or other saccharine matter in 
the manufacture of beer, and having previously given ten days’ notice in 
writing to the collector of his intention to use such sugar, syrup or other 
gaccharine matter, and paying the duty hereinbefore mentioned on the beer 
made therewith, may receive a drawback equal to the duty of excise paid 
by him on the malt used with such sugar, syrup or other saccharine matter 
in making such beer, under such restrictions and regulations as the depart- 
ment prescribes. 

222. There shall be imposed, levied and collected the following duties 
of excise on all malt, which shall be paid to the collector, as by this Act 
provided, that is to say: 

(a) On every pound of malt manufactured in Canada, subject to excise 
regulations with respect to coomings and absorption of moisture in warehouse 
as provided by the Order in Council of the seventh day of February, one 
thousand eight hundred and ninety-one, three cents: Provided that malt may 
be removed from a malt-house to a distillery in bond, and the duty on such 
malt may be remitted upon proof satisfactory to the department that such 
malt has been used solely for the production of spirits, in which production 
no other material than malt is used; and provided further that malt used, 
in any licensed bonded manufactory, in the manufacture of malt extract or 
other similar medicinal preparation approved by the department may have 
duty thereon remitted under such regulations as the department establishes ; 

(b) On every pound of malt imported into Canada and warehoused, 
when taken out of bond for consumption, an excise duty of three cents: 
Provided that malt imported into Canada, crushed or ground, shall be subject 
to a duty of five cents per pound. 

279. There shall be imposed, levied and collected on tobacco and cigars 
manufactured in Canada the following duties of excise, which shall be paid 
to the collector as by this Act provided, that is to say: 

(a) On all chewing and smoking tobacco, fine-cut, cavendish, plug or 
twist, cut or granulated, of every description, on tobacco twisted by hand or 
reduced into a condition to be consumed or, in any manner other than the 
ordinary mode of drying and curing, prepared for sale or consumption, even 
if prepared without the use of any machine or instrument and without being 
pressed or sweetened, and on all fine-cut, shorts and refuse scraps, cuttings 
and sweepings of tobacco made from raw leaf tobacco or the product in any 
form, other than in this Act otherwise provided, of raw leaf tobacco, ten 
cents per pound, actual weight; 

(b) On common Canada twist, when made solely from tobacco grown in 
Canada, and on the farm or premises where grown, by the cultivator duly 
licensed therefor, or in a licensed tobacco manufactory, ten cents per pound, 
actual weight; : : 

(c) On all snuff made from raw leaf tobacco, or the product in any 
form of raw leaf tobacco or any substitute for tobacco, ground, dry, scented 
ov otherwise, of all descriptions, when prepared for use, ten cents per pound, 
actual weight; 

(d) Snuff flour, when sold or removed for use or consumption, shall pay 
the same duty as snuff, and shall be put up in packages and stamped in the 
same manner as herein prescribed for snuff completely manufactured, except 
that snuff flour not prepared for use, but which needs to be subjected to 
further processes, by sifting, pickling, scenting or otherwise, before it is in a 
condition fit for use or consumption, may be sold by one tobacco manu- 
facturer directly to another tobacco manufacturer, and without the payment 
of the duty, under such regulations as are provided in that behalf by the 
department ; 

(e) On cigars of all descriptions, made from raw leaf tobacco, or any 
substitute therefor, three dollars per thousand; 

4 (f) On all cigars, when put up in packages containing less than ten 
cigars each, four dollars per thousand; y 


t) 
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(gz) On cigarettes made from raw leaf tobacco or any substitute therefor, 
weighing not more than three pounds per thousand, three dollars per thou- 
sand ; 

(h) On cigarettes made from raw leaf tobacco or any substitute therefor, 
weighing more than three pounds per thousand, eight dollars per thousand ; 

(i) On all foreign raw leaf tobacco, unstemmed, taken out of warehouse 
for manufacture in any cigar or tobacco manufactory, twenty-eight cents 
per pound, computed according to the standard of leaf tobacco as herein- 
before established ; 

(j) On all foreign raw leaf tobacco, stemmed, taken out of warehouse 
for manufacture in any cigar or tobacco manufactory, forty-two cents per 
pound, computed according to the standard of leaf tobacco as hereinbefore 
established ; 

©. In all tobacco manufactories where less than fifty per cent of Canadian 
raw leaf tobacco is used, and where ten per cent, or more, of other materials 
is used, such materials shall be subject to a duty of sixteen cents per pound 
actual weight. 

2. Resolved, that any enactment founded on the preceding resolution 
shall be deemed to have come into force on the seventh day of August, 
nineteen hundred and fourteen. 
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BUDGET SPEECH 


DELIVERED BY 


HON. W. T. WHITE, M.P. 


IN THE 


HOUSE OF COMMONS, THURSDAY, FEBRUARY 11, 1915. 


WAYS AND MEANS—THE BUDGET., 


Hon. W. T. WHITE (Minister of Finance) moved that the 
House go into Committee of Ways and Means. He said: Mr. 
Speaker, in the Budget Speech of August last I dealt with the 
commercial and monetary conditions resulting from the out- 
break of war and then prevailing and their probable effect upon 
the finances of the Dominion. With respect to the latter, I 
stated at the time that I put forth my views with much diffi- 
dence because it was not possible to make a forecast with any 
measurable degree of certainty. 


FISCAL YEAR 1914-1915. 


In presenting my statement of to-day I shall deal first with 
the subject of our revenues and expenditures, actual and esti- 
mated, for the current fiscal year which ends on March 31st 
next. In August I pointed out that we were certain to ex- 
perience a sharp decline in revenue due to decreased im- 
portations attributable to the shutting-off of our trade with the 
enemy, the interruption and increased risk of ocean traffic and 
above all the cessation of Canadian borrowings abroad and its 
effect upon our purchasing power as a community. This fore- 
cast has been realized in ampler degree than was at the time 
expected. Taking the ten months of the year which have already 
elapsed, that istosay from April 1st, 1914, to January 31st, 1915, 
the Dominion’s revenue from all sources has totalled, in round 
figures, $109,500,000, This compares with $139,000,000 for 
the corresponding period of the last fiscal year, a decline of 
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nearly thirty millions. Entering into details we find that of this 
heavy loss in revenue the falling-off in customs accounts for 
nearly twenty-eight millions; in excise two hundred thousand ; 
and in miscellaneous items a million and a half. Since the 
outbreak of the war the contraction in customs revenue has 
been fairly constant in monthly amount, representing about 
cne-third of the returns for the corresponding period of the 
previous year. As regards excise the additional duties imposed 
by the August Budget have had the effect of counteracting the 
heavy losses which would otherwise have been experienced. 

Upon the basis of these figures for the ten months’ period 
and having regard to the present action of the revenue-produc- 
ing services we estimate that the revenue of the Dominion for 
the fiscal year ending March 31st next computed upon the pres- 
ent basis of duties would amount to $130,000,000. The figures 
for the previous year having been $163,000,000, this year’s 
loss of revenue would reach a total of thirty-three millions. 

So far as the expenditures of the year are concerned, I 
stated in August that it would be the policy of the Government, 
in the interest of employment, to maintain as far as possible 
the programme of public works then under construction but that 
new works would not be undertaken until the financial out- 
look became clearer and we should have in view the source of 
funds from which to meet the expenditure. This policy we 
have endeavoured to carry out. For the ten months ended 
January 31st the current expenditure has reached $102,000,- 
G00 and the capital and special $37,000,000. These figures com- 
pare with $93,000,000 and $47,000,000 the outlays under the 
headings in question respectively for the same period of the 
previous year. The drop in capital and special expenditure 
is due to the fact that railway subsidy payments have been 
much less during the present year. For public works and under- 
‘takings our disbursements have been greater. 

For the whole of the present fiscal year we estimate our 
current expenditure will be $140,000,000 and our capital and 
special expenditure $50,000,000. Summarizing the estimated 
results we have the out-turn of the year, stated concisely, as 
follows :— 


Current expenditure .. .. .. .. $140,000,000 
' Capital and special (other than war) 
expenditure.can vn rep a nO O,000000 


Totilin ac ante eee SLO O 00-000 


" 


Our revenue on the present basis being estimated as I have 
stated at $130,000,000, we should have to meet for this year 
a deficit of ten million dollars on current account plus the 
entire amount of our capital and special expenditure, a substan- 
tial part of which we have in the past been able to defray out 
of current revenue, a balance only having been provided by 
borrowing. Included in our ordinary expenditure is an amount 
of $2,500,000 which will be required this year for the relief of 
distress in the drought-stricken districts of Saskatchewan and 
Alberta. In addition we are making provision for about seven 
and a half millions or more to be expended in the purchase of 
seed-grain. 


WAR EXPENDITURE, 


I have still to deal with the expenditure representing the 
cost of organizing, training, equipping, transporting and main- 
taining our forces enlisted for active service in defence of the 
Impire. In connection with the War Appropriation Bill pre- 
sented by him at the August session the Right Hon. the Prime 
Minister presented an estimate of $30,000,000 covering expen- 
diture until March 31 next for the mobilization, equipment, 
transport and maintenance of an overseas contingent of 25,000 
men and pay of detachments of troops on active home service. 
Such was the patriotic spirit and enthusiasm with which the 
call to arms was received throughout the Dominion and such 
the vigour and expedition with which the mobilization, organ- 
ization and training of the troops was conducted by the 
Militia Department that within six weeks after the close 
of the session, Canada had despatched a contingent of 33,000 
men fully armed and equipped as her first contribution in this 
war to the ranks of the Empire’s army. To-day there are 
nearly fifty thousand troops in active training throughout Can- 
ada, their number being increased daily by enlistment. From 
this body as a permanent nucleus, constantly replenished by 
recruitment, further contingents will be sent forward from time 
to time as practicable. The estimate of expenditure presented 
in August was of course inadequate to meet the enlarged pro- 
gramme and the special war expenditure during the present 
fiscal year will probably reach the total amount of the appro- 
priation, namely, $50,000,000. The expenditure to date has 
been $38,000,000. 

Taking all the foregoing into consideration the increase of 
Canada’s national debt for the year would probably aggregate 
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$110,000,000. In this I am of course including our expendi- 
ture for war. 

In addition to the expenditures to which I have referred 
the Dominion has made advances on investment account under 
statutory authority and has met its sinking fund obligations 
as usual, the funds required to be found for these purposes 
ageregating $5,000,000. Wealso provided for the retirement 
of £1,700,000 of yearling Treasury Bills which matured in 
November last. 

The House will, from the statements I have made gather 
that the task of finding money for our requirements as out- 
lined has been somewhat onerous. For four or more months 
after the outbreak of war international money markets were 
closed to new issues. By December, after the successful flota- 
tion of the British war loan, an easier tone prevailed and it 
became possible to obtain short date money in limited amounts 
at fairly reasonable rates. Capital was still, however, averse 
io permanent investment, although evidence was not wanting 
of improvement in that regard. Any prospect of general 
resumption in this respect in Great Britain was, however, ter- 
minated by the announcement by the British Treasury authori- 
ties on January 18th that owing to the necessity of conserving 
the financial resources of the country during the war fresh 
issues should thereafter be made only with their approval. 
Issues for undertakings outside the British Empire were pro- 
hibited. Issues for undertakings within the United Kingdom 
are to be allowed only if considered advisable in the national 
interest; those for undertakings in the British Empire over- 
seas only where urgent necessity and special circumstances 
exist. 


FINANCIAL ARRANGEMENTS SINCE AUGUST, 1914. 


To meet our financial requirements since the August session 
the following steps have been taken :— 

We arranged with the Imperial Government for advances 
from September until March 31st of £12,000,000, or say $60,- 
000,000, of which we have received to date £8,000,000. 


We issued for Dominion purposes Dominion notes to an 
amount of ten million dollars in excess of the additional issue 
of $15,000,000 authorized by Parliament at its last session. 
For this I am introducing special legislation confirmatory of 
our action, 


9 


We borrowed five million dollars from the Bank of Mont- 
real. 

We issued after the successful flotation of the British war 
loan £3,000,000 of six months Treasury Bills’ negotiated at 
43 and 44 per cent and maturing in June next. 

We sold at a net price of 944 £1,300,000 of our 1940/60 
stock to meet the private requirements of our investing clien- 
tele in London. 

By these means we have arranged our finances until the 
end of March of the present fiscal year. At present we have 
substantial balances to our credit both here and in London. 

So far as floating indebtedness is concerned we shall there- 
fore enter upon the new fiscal year with £3,000,000 of Treas- 
ury Bills maturing in June and a bank indebtedness of $5,000,- 
000. Apart from these we have no maturing loans to meet 
until the year 1919, a most satisfactory situation which I am 
disposed to attribute to the policy hitherto followed by the 
Dominion of financing by selling its permanent stock at such 
prices as could from time to time be obtained rather than by 
issuing short date loans in the hope of more favourable con- 
ditions developing later. 

As regards our borrowings from the Imperial Government, 
our arrangements are that we shall pay interest at the same 
rate as is paid by the Imperial Treasury upon its war loans, 
from the proceeds of which advances are to be made to us. At 
such time or times in the future as may be agreed upon by the 
British Chancellor of the Exchequer and the Canadian Min- 
ister of Finance, a Canadian war loan will be issued and the 
borrowings from the Imperial Government repaid. It seems 
to me that no fairer terms could be named than those so gen- 
erously accorded us by the Imperial authorities. 


FISCAL YEAR 1915-1916. 


In approaching the question of our finances for the coming 
fiscal year beginning April 1st next it will be advisable to give 
preliminary consideration to prevailing trade conditions be- 
cause upon such conditions will depend the amount of revenue 
which will be derived from all sources and particularly from 
customs which is our principal mainstay in the matter of in- 
come. Since the outbreak of war there has of course been a 
most serious interruption of our international trade. Com- 
mercial dealings with enemy nations have been automatically 
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shut off. The increased risk of ocean traffic and higher freights 
have had their influence. The demoralization of the rates of 
exchange, which are now happily becoming normal, was for 
several months a serious detriment to international transac- 
tions. 

CONDITIONS AFFECTING TRADE. 


In addition our import and export trade was for a con- 
siderable time and is still in some degree adversely affected by 
the interruption of our merchant marine service through the 
chartering so many steamships for the transport of our troops 
and the engagement of a part of our shipping by the Imperial 
authorities. The falling-oft of immigration, the departure from 
Canada of reservists and of our own contingent have also had 
their effect. But by far the most important factor has been 
the curtailment of our borrowings abroad. This has been the 
outstanding feature of the economic effect of the war upon 
Canada. Canada has been borrowing at the rate of from two 
to three hundred million dollars annually for some years past. 
For the six months preceding the war our loans abroad and 
principally in Great Britain aggregated two hundred million 
dollars or over a million dollars a day. These borrowings re- 
presented the sale of securities by the Federal and Provincial 
Governments, by municipalities and by railway, public utility, 
industrial and financial corporations. For the most part the 
purpose of loans so effected was to provide funds for the con- 
struction of public undertakings, works and services, railways 
and industrial and other plants and establishments. The war 
at once cut off this stream of borrowed money and only recently 
have there been evidences of its resumption upon a greatly 
reduced scale. Until the war is over and for a considerable 
period afterwards it is not probable that monetary conditions 
will permit of the issue of securities even of the highest char- 
acter other than for war purposes in any such volume as that 
to which we have been accustomed in the past. This interrup- 
tion of the influx of capital has necessarily meant marked cur- 
tailment of expenditure upon undertakings, works and build- 
ings in all parts of Canada with consequent reaction upon the 
industries, trades and businesses furnishing material and sup- 
plies therefor. The result has been a material slackening of 
general constructional activity, considerable unemployment and 
attendant diminished buying power on the part of the com- 
munity. Commercial houses are exercising prudence in com- 
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mitments and the public generally are practising economy, that 
is to say they are buying less both of domestic and imported 
produce. The result of all this has been a rapid change in the 
volume of our imports and exports. For the nine months 
ended December 31 of the present fiseal year our total exports 
(merchandise only) amounted to $353,000,000 as compared 
with $380,000,000 for the corresponding period of the previous 
year, a decrease of $27,000,000. For the same nine months of 
the present year our imports (merchandise only) have been 
$391,000,000, a decline of $112,000,000 over those of the eor- 
responding period of the previous year. Thus the ratio of 
decrease in our exports has been much less than in the case of 
our imports. The total trade for the first nine months of the 
present and last fiscal years was $745,000,000 and $885,000,- 
000 respectively. In 1912 the so-called adverse balance of trade 
against Canada was $225,000,000; in 1913 $300,000,000; in 
1914 $180,000,000. From present indications it would ap- 
pear that we shall to a large degree overtake this balance. In 
view of the decrease in our borrowings which have accounted 
in large measure for our excess of imports this condition is 
what we should naturally expect. Our exports will, it is to be 
hoped, so increase as to enable us, with such borrowings as may 
be obtained outside of Canada, to pay any trade balance against 
us together with our interest maturing abroad without resort 
to gold exports. 


ESTIMATED REVENUE AND EXPENDITURE 1915-1916. 


From what I have stated it is apparent, that with the war 
still continuing we may expect for the year 1915-1916 dimin- 
ishing imports and consequently reduced revenue as com- 
pared with the present year in whizd there have becn four 
ante-bellum months. Upon the present basis of duties of cus- 
toms and excise we estimate that our revenue from all sources 
for the coming year would not exceed $120,000,000. So 
far as expenditures are concerned the policy we enunciated 
in August we shall continue. Our estimates contain no new 
items and as to items which they include we shall proceed 
with works not already under contract only as we feel justi- 
fied having regard to the financial situation. Dealing with 
what we may call uncontrollable expenditure, that is to say 
expenditure necessary for the conduct of civil government and 
required to meet interest and other obligations of the Domin- 
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ion, we cannot look forward to any reduction over the past 
year. The Dominion has large undertakings under contract 
tor construction. Chief among these may be mentioned ter- 
minal and harbour works and improvements in our larger port 
cities, the completion of the National Transcontinental Rail- 
way and the Quebec bridge, the Hudson Bay Railway and the 
Welland canal. 

We must calculate upon a Consolidated Fund expenditure 
of $140,000,000 and of Capital and Special expenditure of 
$40,000,000. For investments authorized by statute we shall 
have to provide $4,000,000 additional. It will be necessary 
also to raise funds to meet the outstanding Treasury Bills to 
which I have referred. Our special war expenditure may 
reach $100,000,000 for which a special Appropriation Bill will 
ve passed at this session. Our interest charges will, of course, 
greatly increase from this forward. Our outlay for this year 
on this account will exceed sixteen millions. In next year’s 
estimates they appear at twenty-one and a half millions. We 
must also look forward to a large and increasing pension-list 
expenditure. 

It is apparent in these conditions that we must obtain addi- 
tional revenue to a very substantial amount. Assuming that 
our total cash requirements for all purposes whatsoever, includ- 
ing our war expenditure, will amount during the coming year 
to over $300,000,000 while our revenue on the present basis 
would yield only $120,000,000, we are faced with the problem 
of raising by additional taxation and borrowing a sum in excess 
of $180,000,000. My proposals for meeting the situation are 
as follows: 


WAR EXPENDITURE 1915-1916. 


So far as concerns our special war expenditure which may 
reach one hundred million dollars I should be disposed, if we 
bad not such heavy and uncontrollable capital expenditure to 
meet, to recommend that we should pay at least a part of it from 
current revenue. But it is obvious upon a consideration of the 
figures which I have submitted that we shall not by any rea- 
sonable supplemental taxation measures be able to close the gap 
between revenue and expenditure much less to pay a portion of 
the principal of our special war outlay. In the circumstances 
I have no hesitation in proposing to the House that we shall 
borrow the full amount required under this heading. Cana- 
dian Governments have always justified public borrowing for 
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capital account on the principle that expenditure upon enter- 
prises, permanent in their nature, enures to the benefit and 
advantage of future generations who may therefore fairly be 
asked to pay interest upon the debt contracted in respect of 
them. If this theory is correct, and so far as I know it has 
xever been seriously challenged, then we need have no reluct- 
ance in borrowing to meet the expense of this war because such 
borrowing is for the purpose of accomplishing for future 
generations that which is infinitely more precious than material 
undertakings, namely, the preservation of our national and 
individual liberty and the constitutional freedom won by our 
forefathers during centuries of struggle, enjoyed by us to-day 
and destined we believe to be ours for all time. It is therefore 
the intention of the Government to negotiate for a continuance 
of the arrangement which I have mentioned with the Imperial 
Government for the purpose of procuring the funds necessary 
tov meet our special war expenditure. 


MEANS FOR SUPPLEMENTING REVENUE, 


Assuming that this can be accomplished and I have reason 
to believe it can, we have still to deal with the problem of so 
increasing our revenue as to meet our current expenditure and 
at least a part, and I should hope a substantial part, of our 
capital expenditure. I express this hope because we shall be 
obliged to borrow heavily for military purposes and our inter- 
est charges upon the vast amount which will be required on 
this and eapital accounts will mount up rapidly in terms of 
millions by way of fixed charge to be provided yearly. 

Many suggestions for supplementing our revenue have been 
put forward by members of the community and in the public 
press. throughout the country, some quite impracticable, others. 
worthy of consideration and adoption, but, speaking generally, 
wholly lacking in adequacy to meet the situation which the war 
has so suddenly brought upon us. It is not a question of rais- 
ing a few millions by stamp taxes, by income tax or other 
minor means of supplementing revenue. We must endeavour 
to raise additional revenue to an amount of at least thirty mil- 
lion dollars and when we have accomplished this we shall still 
be obliged to borrow heavily over the next fourteen months, 
that is to say between now and March 31st, 1916, to meet ex- 
penditure for purposes other than war. We feel that the situ- 
ation with which we are confronted should be resolutely met 
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and the finances of the country placed upon a basis which will 
enable us to go forward prepared to face whatever may lie 
before us until this war is concluded and concluded as we would 
wish. In making this statement I am convinced J am express- 
ing the sentiments of the whole Canadian people who will, I 
know, be eager to make whatever of sacrifice may be required 
from them during this supreme crisis in the Empire’s history. 


PROPOSED FISCAL MEASURES. 


The chief source and mainstay of our revenue is the tariff 
and it is to this we must look principally for relief of our pre- 
sent financial condition. Taxation imposed by increased cus- 
toms duties bears upon all classes because all are consumers and 
in paying additional taxation each member of the community 
will feel that he is to that extent contributing to the cost of the 
war and the defence of his country. As an auxiliary means 
of raising revenue we shall resort to certain special taxes, the 
burden of which will fall more particularly upon those mem- 
bers of the community who are best able to sustain it. 

To supplement our revenues to the minimum amount 
regarded by the Government as necessary, I shall later intro- 
duce to the House a Bill intituled “The War Revenue Act, 
Looe 

Its provisions will cover a levy of special and general tax- 
ation as follows :— 

Special taxes. 

Upon all banks to which the Bank Act applies a yearly sum 
equal to one per cent upon the note circulation to be com- 
puted and paid quarterly. From this taxation we shall realize 
approximately one million dollars. 

Upon every trust and loan company incorporated under any 
legislative authority and carrying on business in Canada a 
yearly sum equal to one per cent of its gross income derived 
in Canada payable quarterly. 

Upon every insurance corporation, society, association, 
firm or partnership carrying on the business of insurance, other 
than life, fraternal benefit and marine insurance, a sum of one 
per cent upon all net premiums received by it in Canada. Pay- 
ments to be made quarterly. ber 

The provisions of the Bill will apply to business 
of the respective banks, trust and loan and insurance companies 
transacted after January 1, 1915, and the first receipts there- 
from will reach Consolidated Revenue Fund about May 1st. 
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In addition the following taxation will be provided for :— 

Upon every cable and telegraph company using telegraphic 
eables or wires within the jurisdiction of Canada a sum equal 
to one cent upon each despatch or message originating in Can- 
ada for which a charge of fifteen cents or more is imposed. 
Returns to be made quarterly. The company is authorized to 
charge the additional toll and collect the same from the person 
sending the message. 

Upon every purchaser of a railway or steamboat ticket in 
Canada for any point in Canada, Newfoundland, the West 
Indian colonies or the United States the sum of five cents in 
respect of a ticket costing over one dollar and not more than 
five dollars, and five cents for each additional five dollars or 
fractional part of five dollars which the ticket costs. 

Upon every purchaser of a berth in a sleeping car or seat in 
a parlour car the sum of ten cents in respect of each berth 
bought and five cents in respect of each seat bought in Canada. 

The railway or steamboat company or person selling the 
railway, sleeping car and parlour car tickets referred to are 
required to collect the taxes imposed and transmit to the Gov- 
ernment. 

Upon every person, firm or company carrying passengers 
by vessel to ports or places other than ports or places in Canada, 
Newfoundland, the British West Indian Colonies and the 
United States, in respect of each passenger the sum of one 
dollar if the amount chargeable for the passage exceeds ten 
dollars, the sum of three dollars if such amount exceeds thirty 
dollars, and the sum of five dollars if the amount exceeds sixty 
dollars. The company is authorized to collect the tax from the 
passenger and is required to account therefor to the Govern- 
ruent. 

In addition to the above the following stamp taxes :— 

Upon all cheques, receipts to banks by depositors and upon 
bills of exchange passing through a bank a stamp tax of the 
value of two cents. 

Upon all express and post office money orders a stamp tax 
of the value of two cents and upon postal notes a stamp tax of 
one cent. 

Upon every letter and postal card posted in Canada a war 
stamp tax of one cent. 

Upon every bill of lading a stamp tax of two cents. 
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Upon proprietary or patent medicines and perfumery sold 
in Canada, the retail price for each bottle or package of which 
is ten cents or less, one cent, and in addition for each ten cents 
of retail price, one cent. 

Upon wine non-sparkling, sold in Canada, for every bottle 
ot package containing one quart or less five cents and for each 
additional quart five cents. 

Upon champagne and sparkling wine—— 


Some hon. MEMBERS: Hear, hear. 


Mr. WHITE: I knew that a proposal to tax its favourite 
beverage would appeal to the House. Upon champagne and 
sparkling wine sold in Canada, every bottle containing one 
pint or less twenty-five cents and for each additional pint 
twenty-five cents. 

The special taxation to which I have referred other than 
that levied upon banks, trust and loan and insurance com- 
panies will come into force at a date to be fixed in the Ket A 
am making an exception to this in the case of wines and cham- 
pagnes, the stamp taxation upon which will become effectual 
af once. 

From all these special taxes we expect to raise a sum ap- 
proximating $8,000,000 although there is no means of accurate 
calculation; my own view is from $8,000,000 to $10,000,000 
—TI should think more likely $8,000,000 than $10,000,000. 

It will be observed that I have in these special taxes omit- 
ted income tax upon individuals about which there has been 
some discussion since the outbreak of the war. The matter 
has had the consideration of the Government and it appears 
clear to us that such a tax is not expedient, at all events for the 
present. Under the British North America Act, while the 
Dominion may impose direct or indirect taxation, the prov- 
inces are restricted to the former. At present under legisla- 
tion existing in certain of the Provinces income is subject to 
taxation by municipalities and in two instances by the prov- 
inces themselves. In other provinces no income tax exists, 
although in some of these a business tax in lieu thereof is 
levied upon incorporated companies. In order to bring into 
force an income tax the Government would be obliged to create 
machinery for assessment, revision and collection. This would 
involve a heavy expense as compared with the amount which 
would be realized. Taxing the income tax of the United 
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States as a basis it would appear that Canada could hardly 
expect to derive from a similar tax a sum in excess of two mil- 
lion dollars, from which would have to be deducted the heavy 
expense connected with its administration. My chief objec- 
tion, however, to an income tax is the fact that the several Prov- 
inces are also likely to be obliged to resort to measures for rais- 
ing additional revenue and I am of the view that the Dominion 
should not enter upon the domain to which they are confined 
to a greater degree than is necessary in the national interest. 
There is another feature of income tax which makes it unsat- 
isfactory for the purpose of Dominion finance. I refer to the 
length of period which must elapse before it becomes produc- 
tive. In Britain, where the tax is the chief source of revenue 
to the Imperial Government, there is no municipal taxation 
upon incomes. There is also the important difference that in 
Britain taxable incomes are derived largely from investments. 
They have therefore a settled and permanent character, are 
ascertainable with fair accuracy and are capable of being levied 
upon at their source. With us this is not the case. 


Tariff taxation. 


As our main revenue measure we propose with certain 
exceptions a general horizontal increase in the customs duties 
upon all goods and commodities imported into or taken out 
of bonded warehouse in Canada. The list includes all articles 
hitherto dutiable or on the free list and whether raw material 
or finished or partly-finished product. The increase we pro- 
pose is seven and a half per cent ad valorem to the general and 
intermediate tariffs and five per cent ad valorem to the British 
Preferential. In the case of iron ore, for reasons I shall give 
in Committee, the added duty is specific and not ad valorem. 
In determining the list of exceptions regard has been had to our 
trade Convention with France and the obligations of our agree- 
ment with certain of the British West India Colonies. By 
reason of the former the increased customs duties will not 
apply to silk fabrics, velvets, ribbons, embroideries and cer- 
tain other goods. The exceptions to the tariff increases I have 
mentioned include wheat, flour, tea, anthracite coal, fish from 
Newfoundland, salt for curing fish, lines, twines, nets and 
books for the fisheries, reapers, mowers, binders, harvesters, 
\\inder-twine, traction ditching machines, sugar, tobacco (dealt 
with in August), news-printing paper, newspaper printing 
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presses, typesetting and typecasting machines and a number of 
other items of lesser consequence. The tariff upon the articles 
exempted from the increased duties will remain as at present. 
So far as concerns the duty upon raw materials it is to be 
pointed out that in accordance with regulations made under the 
provisions of the Customs Act manufacturers are entitled to a 
drawback of 99 per cent upon all duties paid upon imported 
materials used, wrought into or attached to articles manu- 
factured in Canada and exported therefrom. In addition to 
making the increases mentioned for the purpose of increasing 
revenue, we propose to alter the existing tariff by adding squid 
and nicotine sulphate to the free list. Squid is used as bait 
by the fishermen while nicotine sulphate is a spraying material 
used by fruit growers for destroying insect pests. These two 
items have for some time past been noted for change. 

The revenue obtained from the proposed tariff changes will 
be separately shown in the Trade and Navigation returns of 
the Department of Customs. By this we shall know the pre- 
cise amount collected through the customs under the provisions 
of the War Revenue Act. 

Upon the basis of importations for the current year and 
having regard to conditions which I have described as likely 
to prevail during the coming year we expect to realize from our 
proposed customs tariff legislation from twenty to twenty-five 
million dollars. 

These, Mr. Speaker, are the proposals of the Government 
having as their object the raising of additional revenue ren- 
dered necessary by the war and our participation therein as a 
belligerent. We are not unmindful that they will entail a con- 
siderable financial burden upon the community. We believe, 
however, that to adopt measures less comprehensive in their 
scope would be but to temporize with a situation with which it 
is our duty to adequately cope. That the people will cheerfully 
respond to the demands made upon their patriotism goes with- 
out saying. At the outbreak of the war it would have been 
premature to have brought forward measures which to-day have 
been long foreseen by public opinion to be necessary and indeed 
inevitable. It would also have been most inopportune and 
inexpedient by reason of the profound dislocation and dis- 
organization of business caused by the war and the shock to 
financial stability which the Dominion was so suddenly called _ 
upon to withstand. 
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We believe the tariff increases which we propose will be 
not only effectual in producing greater revenue, but will be 
strongly efficacious in stimulating Canadian industry and agri- 
culture and in relieving unemployment. In order to initiate 
the legislation necessary to give effect to the proposals I have 
laid before the House I beg to give notice that when the 
House goes into Committee I shall move the following resolu- 
tions :— 


SPECIAL TAXES——RESOLUTION. 


RESOLVED that it is expedient to provide— 

1. That each bank to which the Bank Act applies, exclusive 
of banks in the course of winding-up, shall pay for Consolidated 
Revenue Fund quarterly a tax equal to one-fourth of one per 
cent upon the average amount of the notes of the bank in cir- 
culation during the three months preceding, the greatest 
amount of notes in circulation at any time during each of the 
three months being the basis of the average, provided, how- 
ever, that where the greatest amount of notes in circulation 
exceeds the amount of the paid-up capital then an amount 
equal to the paid-up capital shall be the basis used in caleul- 
ating the average ; 

2. That every loan and trust company incorporated under 
any legislative authority, including the banks subject to the 
Quebee Savings Banks Act, 1913, shall pay for Consolidated 
Revenue Fund a tax of one per cent upon the gross amount of 

(a) interest, the property of the company, from 
loans and investments in Canada and 
(b) income, other than interest, on business trans- 
acted within Canada, 
received by the company on and after the first day of January, 
L915; 

3. That every insurance company other than life and mar- 
ine companies and fraternal benefit societies shall pay for Con- 
solidated Revenue Fund a tax of one per cent upon the net 
premiums received by the company in Canada on and after 
the first day of January, 1915; 

4, That every cable and telegraph company shall pay for 
Consolidated Revenuc Fund a sum equal to one cent upon each 
despatch or message originating at the offices of the company in 
Canada and transmitted thence over the company’s lines for 
which a charge of fifteen cents or more was imposed, the com- 
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pany having the right to charge the one cent to and collect the 
same from the person paying or liable to pay the regular charges 
for the transmission of the despatch or message ; 

5, That every purchaser of 

(a) a railway passenger ticket or right to trans- 
portation over a railway to any place in or outside of 
Canada, 

(b) a steamboat passenger ticket or right to trans- 
portation by steamboat between ports or places in Can- 
ada or from a port or place in Canada to a port or place 
in Newfoundland, the West Indian Colonies or the 
United States, 

(c) a ticket or right entitling the passenger to 
transportation over a railway and by steamboat to a 
port or place in Canada, Newfoundland, the West In- 
dian Colonies or the United States, whether such trans- 
portation be by railway and steamboat or by steamboat 
and railway or by railway, steamboat and railway, 

shall pay for Consolidated Revenue Fund, in addition to the 
regular charge for the ticket or right, in respect of a ticket or 
right costing— 

(i) over one dollar and not more than five dollars 
—five cents. 

(ii) over five dollars—for each five dollars and in 
addition for any fractional part of five dollars—tive 
cents ; 

6. That every purchaser of a berth in a sleeping car or seat 
in a parlour car shall, in addition to the regular charge for the 
perth or seat, pay for Consolidated Revenue Fund— 

(a) ten cents in respect of each berth bought; 

(b) five cents in respect of each seat bought ; 

7, That every company carrying passengers by vessel from 
any port or place in Canada to any port or place outside of 
Canada, except Newfoundland, the West Indian Colonies and 
the United States, shall pay for Consolidated Revenue Fund 
in respect of each passenger carried— 

(a) the sum of one dollar if the amount charge- 
able for the passage exceeds ten dollars, 

(b) the sum of three dollars if the amount charge- 
able for the passage exceeds thirty dollars, 

(c) the sum of five dollars if the amount charge- 
able for the passage exceeds sixty dollars, 
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and that the company may charge to the passenger and may 
collect from him the sum so payable; 

8. That no person shall issue a cheque payable at or by a 
bank and no person shall negotiate a bill of exchange through 
a bank or deliver a bill of exchange to a bank for collection 
unless he affixes thereto a stamp of the value of two cents; that 
a cheque or other bill of exchange made or drawn out of Can- 
ada ‘in the possession of a bank in Canada shall before payment 
or presentment for payment have affixed thereto a stamp of the 
value of two cents, and the value of the stamp shall be charge- 
able to the person entitled to the proceeds of the cheque or bill; 


9, That every customer of a bank shall affix to a receipt, 
for money paid to him by the bank and chargeable against a 
deposit to his credit in the bank a stamp of the value of twe 
cents ; 

10. That every express company carrying on business in 
Canada shall, before the issue of a money order or traveller's 
cheque, affix thereto a stamp of the value of two cents charge- 
able to the purchaser of the order or cheque or to the payee 
thereof ; 

11. That no money order or postal note shall be issued under 
the provisions of the Post Office Act until there is affixed thereto 
a postage stamp of the value of two cents and one cent respec- 
tively, to be paid for by the purchaser of the order or postal 
note, and upon such stamp there may be printed or impressed 
the words “ war tax”; 

12. That on every letter and post card for transmission by 
post a tax of one cent shall be levied and collected, such 
tax to be payable by affixing to the letter or card a postage stamp 
of that denomination, upon which there may be printed or 
impressed the words “war tax ;” 

13. That every person by whom goods are received— 

(a) to be exported or carried coastwise, or 

(b) to be transported by railway shall attach te 
the bill of lading or other evidence of receipt a stamp 
to be furnished by the shipper or consignor of the value 
of two cents ; 

14. That every bottle or package containing— 

(a) a proprietary or patent medicine 
(b) perfumery 
(c) wine, non-sparkling 
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(d) champagne and sparkling wine 
shall be subject to the payment of the 
stamp duties hereinafter set out:— 


Stamp of 
Article. the 
Value of 
(a) A proprietary or patent medicine, 
(b) Perfumery, 
the retail price for each bottle or package 
thereof being— 
Ten centstor lessee oe eae eae. coe ences 
More than ten cents— 
For each ten cents and in addition 
for any fractional part of ten cents .. .. .. One cent 
(c) Wine, non-sparkling, each bottle or 
package containing— 
One iquartvor lede.ia 0. any) ome ee tvecente 
A quantity greater than one quart— 
For each quart and in addition for any 
fractional part of @ quart .. .... -. «Hive cents 
(d) Champagne and sparkling wine, each 
bottle or package containing— 
One pint: or leds wa... ee ote ee oe ee OUCeltiS 
A quantity greater than one Sate 
For each pint and in addition for any 
fractional part,OLaupiniann i wee eee A ONCen ISR 
15. That the provisions of any Act founded on these Reso- 
lutions, in so far as such provisions relate to wine, non-spark- 
ling, champagne and sparkling wine, shall be deemed to have 
come into force on the twelfth day of February, 1915, and to 
have applied to all such articles 
(a) imported or taken out of customs warehouse 
for consumption on and after that day and to have also 
applied to such articles previously imported for which 
no customs entry was made before that day, 
(b) owned by or in the possession of the manu- 
facturer or producer thereof, 
(c) owned by or in the possession of the whole- 
sale or retail dealer therein. 


Customs Tariff. 


1. Resolved—that it is expedient to amend Schedule A of 
The Customs Tariff, 1907, and to strike thereout tariff item 


oS) 


23 


329 and the enumeration of goods set opposite said item, and 
to provide that the following items, enumerations and rates of 
duties, if any, be inserted in said Schedule A :— 


a 
—* ee Preferential | Imtermediate | General 
é Tariff. 4 ; 
EU Gbbe = ECs a ne rye eee ieie ote rae acest Free. Free. Free. 
209b ..|Nicotine sulphite.......... ee Free. Free. Free. 
329...|Ores of metals, n.o.p........... | Free. Free. Free. 
S2ac, |[Eeon OTe: se osu cee on per ton 6 cents. 8 cents. 8 cents. 


2. Resolved,—that it is expedient to amend The Customs 
Tariff, 1907, by providing that: 

(1) There shall, in addition to the duties of Customs other- 
wise established by Schedule A to The Customs Tariff, 1907, 
and Orders in Council amending Schedule A, be levied, col- 
lected and paid upon all goods enumerated, or referred to as 
not enumerated, in Schedule A, except as hereinafter provided, 
when imported into Canada or taken out of warehouse for con- 
sumption therein, the several rates of duties of Customs herein 
specified : 


British Preferential Tariff. Intermediate Tariff. General Tariff. 
5 p.c. 74% p.c. Tt p.c. 


(2) There shall be levied, collected and paid upon all goods 
enumerated as being free of duty in Schedule A and in Orders 
in Council amending Schedule A, except as hereinafter pro- 
vided, when imported into Canada or taken out of warehouse 
for consumption therein, the several rates or duties of Customs 
herein specified : 


British Preferential Tariff. Intermediate Tariff. General Tariff 
5 p.c. TH p.c. T$ p.c. 


Provided, however, that the following goods shall be exempt 
from the foregoing provisions : 

(a) goods admitted into Canada free of Customs 

duty under the provisions of sections 8 and 9 of The 
Customs Tariff, 1907; 
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(b) goods enumerated in Schedule C of the French 
Convention Act, 1908; 

(c) goods imported to be used in the manutacture 
of mowing machines, harvesters, self-binding or with- 
out binders, binding attachments, reapers, and complete 
parts thereof, under regulations by the Minister of Cus- 
toms ; 

(d) goods imported to be used in the manutac- 
ture of binder twine for harvest binders, under regula- 
tions by the Minister of Customs ; 

(e) articles imported to be used in the manutac- 
ture of goods enumerated in Tariff Item 682 in Sche- 
dule A, under regulations by the Minister of Customs ; 

(f) anthracite coal and anthracite coal dust; 

(g) bacteriological products or serum for subcu- 
taneous injections ; 

(h) vaccine and ivory vaccine points; 

(i) pressed felt, elastic webbing and hollow blocks 
of wood imported to be used in the manufacture of 
artificial limbs ; 

(j) steel imported to be used in manufacturing 
rough unfinished parts of rifles, when such parts are to 
be used in rifles to be made for the Government of Can- 
ada ; 

(k) fabrics of which silk is the component mate- 
rial of chief value imported to be used in the manufac- 
ture of neckties ; 

(1) goods enumerated in the following Tariff 
items in Schedule A: 1, 2, 3, 19, 20, 20a, 21, 22, 23, 
28a, 29a, 39b, 40, 55, 60, 61, 66, 77a, 101a, 118a, 129, 
132, 134, 135, 142, 143, 144, 145, 153, 164, 169, 
171, 172, 173, 174, 175, 176, 178a, 180a, 184, 196, 
201, 209b, 329, 329a, 348a, 352a, 359, 360, 369, 378, 
441, 443, 445, 445a, 446a, 464, 466,466a, 470, 483, 
544, 544a, 576, 595, 596, 676, 682, 688, 689, 689a, 
690, 690a, 691, 692, 692a, 693, 694, 695a, 696, 697, 
698, 699, 700, 701, 702, 708, 704, 705, 706, 707, 708, 
and 709. 

Provided, further, that the duties of Customs collected and 
paid under the provisions of this section shall not be subject 
to drawback under Schedule B. 
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3. RESOLVED that any enactment founded on the fore- 
going resolutions shall be deemed to have come into force on 
the twelfth day of February, 1915, and to have applied to all 
goods mentioned in the foregoing resolutions imported or 
taken out of warehouse for consumption on and after that day, 
and to have also applied to goods previously imported for which 
no entry for consumption was made before that day. 


Mr. GERMAN: Are the materials for the manufacture of 
binder twine subject to an increased duty, or are they left as 
now ? 


Mr. WHITE: Binder twine is free and the material of 
which it is made is free. 


Mr. A. K. MACLEAN: Will the minister please state 
the effect of these changes upon sugar ? 


Mr. MACDONALD: And upon tea. 


Mr. WHITE: Tea, sugar and tobacco are left precisely 
as they are to-day. 


Mr. MACDONALD: What is the article 682 of schedule 
A, referred to in section (e) of resolution 2? 


Mr. WHITE: Fish-hooks for deep-sea or lake fishing, and 
a line of articles of cognate character. 


Mr. MACDONALD: As to section (f), anthracite coal, 


that is free now, is it not? 


Mr. WHITE: It is free now and remains free; the ad- 
ditional duty is imposed upon bituminous. 


CANADIAN ECONOMIC CONDITIONS. 


In conelusion it may be fitting that I should say something 
as to general economic conditions actual and prospective. On 
the whole, having regard to the vast dislocation of finance and 
commerce occasioned by the war, the Dominion has withstood 
the shock exceedingly well. When we consider the immense 
distance we have traversed since August last in improved tone, 
confidence and commercial and financial outlook there is abun- 
dant cause for gratification and thankfulness. Readjustment 
has necessarily been a painful process for many of our industries 
but it must be considered as having proceeded and as proceed- 
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ing satisfactorily. The consequences of the interruption of our 
borrowings abroad for purposes to which I have alluded in the 
course of my remarks have been shown in a slackening of 
activity in many trades. On the other hand production in vari- 
ous lines has been greatly quickened and stimulated by orders 
on a very large scale for clothing, munitions and other equip- 
ment and material placed in Canada not only by the Canadian 
Government, but by Britain and her Allies as well. Expendi- 
ture for supplies of this character must appreciably assist in 
counteracting the adverse factors of which I have spoken. It 
will also exert a most favourable influence upon the important 
problem of international exchange with which is involved the 
question of gold export. It is apparent that throughout the 
Dominion strong efforts have been and will continue to be made 
to increase production. The enhanced prices of grain and other 
products will be a great inducement to exceptional exertion 
along this line. The returns as to fall ploughing and general 
condition of land are most favourable for a record crop pro- 
duction next year. The intervening period we shall bridge 
successfully in proportion to the courage and energy displayed 
by our citizens in their several callings. During wartime it 
is the duty as well as the interest of all to multiply effort, to 
increase to the utmost their production, in order that wastage 
may be repaired and the nation kept strong for the struggle. 
Our farmers, tradesmen, manufacturers will no doubt more 
keenly study their problems and expand wherever possible the 
scope of their enterprise. 


While one hesitates to attempt a forecast in conditions so 
variable and subject to sudden and violent change it would 
appear that accumulations of funds with accompanying easier 
interest rates and increasing confidence on the part of investors 
will result in a gradual resumption of the sale abroad and at 
home of securities for needed expenditures on the part of our 
Provinces, municipalities, railways and industries. Such 
expenditures, even on a greatly reduced scale, together with war 
outlays in Canada should go a long way towards the restora- 
tion of such of our trade and industry as have suffered from 
the effects of the war. Above all will our commercial improve- 
ment and for that matter commercial improvement everywhere, 
follow upon the continuing success of the Allies. With 
such continuance legitimate business throughout the world 
must improve during the remaining period of the war. Should 
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the progress of that success be interrupted international trade 
and commerce must receive a further setback. To put it 
another way: if the exchanges of the world were in operation 
as before the war any notable success on the part of the Allies 
would cause securities everywhere to Tise; with any notable suc- 
cess on the part of the enemy they would fall. Happily we have 
no cause to be apprehensive as to the continued favourable pro- 
gress and the certain ultimate triumph of the arms of the 
Empire and her Allies. So far as any war can be said to go well 
we have every reason to make the statement as to this the most 
terrible or all wars. As to its duration it would be idle to 
hazard even a guess. But one thing is certain that be it long 
or be it short the Empire and every part of it is determined 
that its conclusion must be upon such terms that the ensuing 
peace will be not a transient truce, not an armed and arming 
armistice, but a real and lasting settlement with securities 
amply guaranteeing the world against a recrudescence of the 
militarist ambition, the aggrandizing spirit, the greed of pos- 
session, the lust of conquest, which have brought about almost 
a subversion of our civilization. 
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DELIVERED BY 


HON. SIR THOMAS WHITE, M.P. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, FEBRUARY 15, 1916 


WAYS AND MEANS—THE BUDGET. 


Sir THOMAS WHITE (Minister of Finance) moved :-— 


That the Speaker do now leave the Chair for the House to go into 
Committee of Ways and Means. 


He said: The Budget of February last, by a comprenhensive 
scheme of general and special taxation, aimed to increase the 
revenues of the Dominion for the present fiscal year to an 
aggregate of $150,000,000. I am happy to be able to-inform 
the House that the expectations then formed have been realized 
in a degree beyond our most sanguine hopes, and that for the 
present fiscal year ending on March 31st next we confidently 
anticipate a total revenue of at least $170,000,000, that is to 
say, $20,000,000 in excess of our estimate. From the date of 
the introduction of the Budget the sharp monthly declines 
which had been experienced in our eustoms duties were at once 
arrested, and our revenues until August restored to the basis 
of the corresponding months of the year preceding the outbreak 
of the war, Since August a marked and continually progress- 
ive increase has characterized our monthly revenues as com- 
pared with those of the corresponding period of the previous 
year, when the profound derangement of finance and commerce 
resulting from the war was exercising so serious an effect upon 
our imports and general business. From the beginning of the 
present fiscal year up to February 10th the total revenue of the 
Dominion from all sources has amounted to $145,000,000, an 
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increase of $31,000,000 over the same period of the preceding 
year. Of this revenue the sum of $82,000,000 has been derived 
from duties of customs; $19,000,000 from excise; $14,000,000 
from post oflice receipts; and about $3,000,000 from the special 
taxes other than postal levied under The Special War Revenue 
Act of last year. Of the amount of customs duties mentioned, 
the sum of $19,000,000 was derived from the increased duties 
levied under The Customs War Revenue Act. 


CIVIL EXPENDITURE 1915-16. 


In the Budget of last year I stated it to be the policy of the 
Government that new works would not be undertaken until the 
financial outlook became elearer, and we should have in view 
the source of funds from which to meet the expenditure. This 
policy has been rigidly followed. Only works actually under 
contract have been proceeded with and civil expenditure has 
been kept within close bounds. As a result, our outlays for 
the year for purposes other than those of the war have been 
much less than the estimate of the Budget. Up to the present 
our expenditure on ordinary account has been in round figures 
$93,500,000, a decrease of over $13,000,000 as compared with 
the same period of the previous year. On capital account our 
expenditures—principally upon such works as the National 
Transcontinental Railway, the Quebee bridge, Halifax ter- 
minals, improvements to the St. Lawrence Ship Channel, the 
Welland Ship Canal, and the Hudson Bay Railway—have 
amounted to $30,500,000, a decrease of $7,000,000 over the 
corresponding period of the previous year. 

Taking into account our increased revenue on the one hand 
and our decreased ordinary and capital expenditure on the 
other, it will be seen that, apart from the cost of the war, there 
has been an improvement in the financial position of the Dom- 
inion for the period since April last of no less a sum than $51,- 
000,000. The improvement for the entire fiscal year will prob- 
ably reach $57,000,000. 


WAR EXPENDITURE 1915-16. 


During the last session, Parliament passed a War Appro- 
priation Act for $100,000,000. This was the second Act of 
the kind, the first having been passed at the special session fol- 
lowing upon the outbreak of the war and providing for an 
amount of $50,000,000. The Prime Minister will introduce 
at this session a further measure providing for an additional 
sum of at least $250,000,000. The number of our troops having 
grown by successive steps to 50,000; to 100,000; to 250,000, 


rd 
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with a present authorized establishment of 500,000, our war 
expenditure has correspondingly increased and has now reached 
very large figures. From the outbreak of war to the end of 
January, 1916, it has amounted to $158,000,000. 

From what I have said it will be gathered that the general 
position of our finances has been that while our revenues have 
been substantially increasing and our ordinary and _ capital 
expenditures materially declining, our war expenditure has 
been mounting rapidly. Our problem has therefore been one 
of raising money to fill the gap between revenue and total out- 
lay, and I turn now to describe the financial operations of the 
year, 


LOAN IssuES 1915-16. 


We entered upon the present fiscal year with £3,000,000 of 
Treasury Bills maturing in June. We had also a bank indebt- 
edness of $5,000,000. These Treasury Bills were retired upon 
maturity and our bank indebtedness has been paid off. The 
Dominion Government has no outstanding Treasury Bills in 
the London market and is not overdrawn with any financial 
institution. On the contrary, we have, at the present time, 
very large balances to our credit both at home and abroad. In 
fact, the Government is financed until the beginning of next 
summer. 

Our loan transactions for the year have been as follows :— 

In March last we made an issue in London of £5,000,000 
of four and one-half per cent debenture stock maturing 1920-25. 
The issue price was 993 and the offering was over-subscribed. 

In August we made an issue in New York of $25,000,000 
of 5 per cent notes maturing August 1, 1916, and of $20,000,- 
000 of 5 per cent notes maturing August 1, 1917, or a total 
issue of $45,000,000. These notes were sold at the price of par 
and 994 respectively, less a commission of # of 1 per cent, and 
are convertible into 5 per cent bonds of the Dominion of Canada, 
maturing August 1, 1935. The purpose of this loan was to 
provide for expenditure upon public undertakings under con- 
tract and other capital outlays throughout the Dominion. 

In November we offered to the Canadian public a domestic 
loan of $50,000,000 of 5 per cent ten-year bonds, the issue price 
being 974, payable in instalments extending over the period 
from November, 1915, to May 1, 1916. This issue, as is well 
known to the House, was most enthusiastically and patriotically 
received by the people of Canada, with the result that it was 
more than doubly subscribed. In view of this response and 
the earnest desire on the part of private investors and financial 
and other institutions who had subscribed for large amounts to 
participate in the loan, the authorized amount was doubled and 
an allotment made of $100,000,000 of these securities. It 
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chanced that at the time of this issue the Imperial Government, 
owing to adverse sterling exchange conditions which had for 
some time prevailed, were at a serious disadvantage in making 
payment for munition and other orders placed in Canada. To 
assist in overcoming the difficulty and to facilitate further pur- 
chases in Canada the Government placed the sum of $50,000,- 
000 from the proceeds of the domestic War Loan to the credit 
of the Imperial Treasury. This credit is now being availed 
of for the purpose mentioned. 

In my last Budget speech I explained to the House the 
arrangement made by the Government for advances by the 
Imperial Treasury towards our war expenditure. The total 
amount of such advances to date has been £27,000,000. It will 
be gratifying to the House to learn that since the beginning 
of the period of serious decline in sterling exchange from 
June onwards, the Government has been able to finance all our 
war expenditures in Canada without assistance from the 
Imperial Treasury. Had we been obliged, during the period 
in question, to bring funds for this purpose from London to 
Canada, we should not only have made a heavy loss on the 
transactions but would have been in direct competition with 
the Imperial Treasury in selling sterling exchange for the pur- 
pose of meeting their obligations maturing due upon orders for 
munitions and supplies placed on this side of the Atlantic. By 
reason of our improving revenues and our borrowings in the 
United States and Camada, it has not been necessary for us 
to negotiate any sterling bills since June of last year. 


OUTCOME OF 1915-16. 


As closely as we can estimate, the financial outcome of the 
present fiscal year will be as follows :— 


Revenue from all sources... .. .. $170,000,000 


Ordinary expenditure... .. .. 125,000,000 
Surplug.); je Jen 2 eee 5,000,000 


As the proceeds of the American loan, which was specially 
made to meet capital expenditure, have been more than suff- 
cient for the purpose (the expected expenditure under this 
heading being $40,000,000) it has been possible for the Goy- 
ernment to devote its entire surplus, estimated at $45,000,000, 
as stated, in payment of the principal of our war expenditure. 
The House of course understands that in our ordinary expendi- 
ture is embraced the entire interest charge upon our public 
debt, which includes our war borrowings. Ordinary expendi- 
ture also includes pensions. 
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Briefly, then, the result of the present year’s transactions 
as to revenue and expenditure may be summarized as fol- 
lows. We borrowed in the United States the amount required 
for our capital expenditures. Our revenues will exceed our 
ordinary expenditure by $45,000,000. This $45,000,000 we 
devote to the payment of our war expenditure. By the end 
of the year the net national debt will stand at about $580,000,- 
000, an increase of $131,000,000 during the year. 


ECONOMIC CONDITIONS 1915-1916. 


Turning from the financial transactions and position of 
the Government to the general affairs of the country, we find 
much cause for gratification and thankfulness. Business has 
adjusted itself in a remarkable way to the altered conditions. 
We have been blessed with a most bountiful harvest, the greatest 
by far in the history of the Dominion and this, coupled with 
the demand for war material, supplies and munitions, has 
given such stimulation and impetus to trade and industry 
that, notwithstanding the war, we are experiencing a high 
degree of prosperity. Probably the most outstanding feature 
of our national economy during the year has been the extra- 
ordinary change which has taken place in our international 
trade balance. For the fiscal year 1912-13 it was adverse to 
the extent of over $300,000,000; in 1913-14 of $180,000,000: 
and in 1914-15 of $36,000,000. For the present fiscal year it 
seems certain that we shall have a favourable trade balance in 
the neighbourhood of $200,000,000. That so great a change 
has been effected in one brief year is a striking tribute at once 
to the marvellous productivity of the Dominion and to the 
capability, industry, and thrift of our people. Our total trade 
for the year will aggregate approximately $1,200,000,000, an 
increase of nearly $200,000,000 in exports, and a slight reduc- 
tion in imports. This is the largest aggregate trade in the his- 
tory of the Dominion. 

On the financial side stability continues to be maintained. 
The statements of our great monetary institutions disclose a 
position of growing strength. The savings of the public are 
rapidly increasing in volume, thus ensuring adequate credits 
for the commercial, industrial and agricultural needs of the 
community. Although, since the outbreak of the war, borrow- 
ing for our capital requirements has been possible in Great 
3ritain only on a greatly reduced seale, our provinces, muni- 
cipalities, railway, industrial and other corporations have 
resorted with a marked degree of success to the investment 
markets of the United States, where a strong demand exists for 
their securities. 
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While these features of our economy are significant and 
encouraging in the extreme, we must continually keep before 
us the salient fact that we are participants in a war, the great- 
est in all history, still being waged on an increasing scale, with 
undiminished vigour and with no prospect of early termina- 
tion. Indeed, all signs seem rather to point to prolongation 
until the issues shall have been determined by superior resources 
on the one hand and exhaustion with collapse on the other. 
To win the war with the decisiveness which will ensure lasting 
peace, the Empire will require to put forth its full collective 
power in men and in money. 

From this viewpoint it is our true policy to augment our 
financial strength by multiplying our productive exertions and 
by exercising rigid economy which reduces to the minimum all 
expenditures upon luxuries and non-essentials. Only in this 
way shall we be able to make good the loss caused by the with- 
drawal of so many of our workers from industrial activities, 
repair the wastage of the war, and find the funds for its con- 
tinuance. It cannot be too frequently or too earnestly impress- 
ed upon our people that the heaviest burdens of the conflict still 
lie before us, and that industry and thrift are, for those who 
remain at home, supreme patriotic duties upon whose faithful 
fulfillment our success and consequently our national safety 
may ultimately depend. 

Apart altogether from these higher grounds, it is to be 
pointed out that in so far as our present prosperity is based 
upon abnormal prices for our produce and upon the production 
of war material, it is precarious and transient and dependent 
upon the continuance of the war and its conditions. On ordin- 
ary business grounds alone, the prudent husbanding of resources 
and the wise conservation of profits are dictated by the plainest 
considerations of practical wisdom and good sense. It is in 
the spirit of these remarks that I now approach the consider- 
ation of our financial estimates and programme for the coming 
year. 


FISCAL YEAR 1916-17. 


It is well to make it perfectly clear at the outset that not- 
withstanding the satisfactory increase in revenue and our dimin- 
ishing civil expenditures, the burden of financial administra- 
tion will be much heavier in the coming than it has been in the 
past year. The last War Appropriation Act authorized an 
expenditure of $100,000,000. The War Appropriation Act of 
this session will authorize an expenditure of $250,000,000, all 
of which, and possibly more, will be required for the raising, 
equipping, transporting and maintenance of our rapidly increas- 
ing forces. The all-important question, therefore, to be con- 
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sidered is ‘* How shall we provide the money?” There are 
only two sources from which it can legitimately come, namely, 
from revenue and from borrowing. ‘The Government is reso- 
lutely determined to maintain the standard of our currency and 
not to resort to the issue of unsecured paper money, which is 
merely a forced loan without interest, leading to depreciation 
and the gravest economic evils which can afflict a nation. In 
this connection it will be of interest to the House to know that 
our gold reserves held against Dominion notes amounted to 
$115,147,985, or 64-2 per cent of the outstanding circulation. 

As regards our ordinary and capital expenditure, we shall 
endeavour to continue to effect all possible reductions. Our 
estimates contain numerous items hitherto adopted by Parlia- 
ment, representing works with which it is not our intention to 
proceed during the period of the war. The policy adopted 
from its outbreak, which has given such excellent results to 
date, of proceeding only with works actually under contract, will 
continue to euide us. Further, should financial exigency so 
require, we shall not hesitate to terminate contracts and leave 
works in an unfinished condition, notwithstanding the imme- 
diate and prospective loss and damages involved. I do not, how- 
ever, think that such a course will be necessary. 

So far as we can estimate, our ordinary expenditure for the 
coming year will amount to about $135,000,00 as compared 
with $125,000,000 for this year and $135,000,000 for last 
year. Our capital estimates are $30,000,000 as compared with 
$46,000,000 for this year. Adding the ordinary and capital 
expenditure we look forward to a total civil expenditure for the 
year of $160,000,000 as compared with $165,000,000 for the 
present year and $187, 000,000 for last year. It must be borne 
in mind that included in our ordinary expenditure for the com- 
ing year is the sum of $36,000,000 representing charges upon 
our publie debt, of which sum no less than $20,000,000 repre- 
sents increased interest due to our war borrowings; and a fur- 
ther sum of $2,000,000 for pensions payable on account of the 
war. In making a comparison between our ordinary expendi- 
ture for the coming year and that of preceding years, these 
important items aggregating an increase due to the war of 
$22,000,000 must be taken into account. 

Should it seem expedient, we shall feel justified in borrow- 
ing, as we did during the present year, for our capital expendi- 
ture. Assuming that this is accomplished, we should have on 
the basis of present revenue a surplus of $35,000,000 to apply 
upon our war expenditures. This would leave the sum of 
$215,000,000 additional to be borrowed for the war. Adding to 
this our proposed borrowing for capital expenditure, we are 
ae with an increase of publie debt during the coming 

ear of nearly $250,000,000. 
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FINANCIAL POLICY IN WAR TIME. 


The question has often been discussed as to the true financial 
policy of a nation in time of war. Some have strongly favoured 
the policy of large borrowing; others have insisted that the 
cost of a war should be defrayed by a nation at the time it is 
being waged. Obviously, in a war such as this, the latter course 
would be impossible. The ‘truth seems to be that it is not 
practicable for all nations to adopt the same policy or for any 
nation the same policy at all times. The circumstances and 
conditions of individual nations must be taken into considera- 
tion. Ifa country has much accumulated wealth, a policy of 
drastic taxation would appear to be advisable. With a country 
such as ours, rich in potential resources, certain of future 
development and great expansion of production and 
population but without at present large accumulations 
of wealth, it would appear to me that we are jus- 
tified in placing upon posterity the greater portion 
of the financial burden of ‘this war, waged as it is in 
the interests of human freedom, and for their benefit in equal 
if not in greater degree than for our own. Canada in future 
years of peace, with the prosperity which will be her heritage 
from the development of unbounded resources, will be well able 
to meet the interest and sinking fund charges upon such debt 
as we shall be obliged to incur in defence of our country and 
its liberties. From an example the House will more readily 
see what I have in mind. Let us assume that our indebtedness 
on account of this war will reach $500,000,000. At 5 per 
cent the annual interest will amount to $25,000,000. This 
sum with a substantial amount added yearly for a sinking 
fund could in my opinion be met, provided strict economy be 
practised by Governments, from the future revenues of the 
Dominion. In national finance, if debts can be funded, the 
practical question is that of payment of annual interest. But 
while this is so, the fact must not be overlooked that debt is 
debt, a financial obligation and burden upon the body politic, 
whether owed to investors at home or abroad. In making 
these observations it is my earnest desire that neither the House 
nor the country will gather the impression that we underrate 
the magnitude of the liabilities which we are assuming or the 
gravity of the financial considerations involved in our par- 
ticipation in this great struggle. We believe, however, that 
the people of Canada desire the Government to put forward 
the maximum of effort in the cause, and that they will, both 
for the present and the future, be prepared to cheerfully bear 
whatever burdens may be entailed upon them in consequence. 

While I have stated, as I think correctly, what the general 
policy of Canada should be so far as relates to our war finances, 
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I do not desire to be understood as saying that we should not 
endeavour to raise by taxation a considerable part of our war 
expenditure. On the contrary, it is my view that it is our 
clear national duty and supremely in the interest of our credit 
to provide what we reasonably can without impairing our 
economic strength. 'To attempt more would mean too drastic 
taxation upon a community whose trade and commerce have | 
been seriously interrupted and affected by war conditions, and 
unduly heavy burdens upon a people already contributing gen- 
crously of their substance to funds and organizations whose 
patriotic object is the comfort and well-being of our soldiers 
and the dependents they have left behind. In connection with 
taxation, there is another feature which we must also bear in 
mind, namely, that Canada is a country inviting immigration, 
and we must be careful not to create the impression that it is 
likely to become a country of heavy individual taxation. In 
this connection I think it opportune to state on behalf of the 
Government and as enunciating its settled policy, that in pro- 
viding our war expenditure resort will not be had to taxation 
upon the farms, personal effects or incomes of those engaged in 
our great basic industry of agriculture. 


TAXATION AND LOANS, 1916-17. 


With these preliminary observations as to general financial 
policy applicable at this time, I approach the consideration of 
our taxation proposals and financial program for the coming 
year. By the last Budget we increased (with certain excep- 
tions) the general and intermediate tariff rates by seven and a 
half per cent, and the preferential rates by five per cent. We 
also imposed special taxes upon banks, insurance, loan and 
trust companies, and upon cheques, money orders, telegrams, 
railroad, sleeping-car and steamship tickets, letters and postal 
cards, and upon wines and certain other commodities. At the 
time this broad measure of taxation was imposed, many were 
of opinion that the war might not last through the year, and 
the measures then adopted were regarded as adequate to meet 
the needs of the military establishment we had then in view, 
viz., one hundred thousand men. With the altered situation 
which I have before mentioned, in which we have recruited 
troops to the number of 250,000, and are aiming to increase 
these to 500,000, it is manifest that we must devise further 
ways and means of meeting the expenditure necessary to organ- 
ize and equip the new contingents and maintain our entire 
forces. 

TARIFF PROPOSALS. 


As to taxation measures we have no tariff proposals to offer 
except the following. We propose to alter the duty payable on 
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apples to 90 cents per barrel. We regard this duty as indis- 
pensably necessary for the preservation of the apple growing 
industry of Canada and particularly that of British Columbia, 
which has been most seriously affected since the outbreak of 
the war. We also propose a duty of one-half cent a gallon on 
oils, petroleum, not including crude petroleum imported to be 
refined, or illuminating or lubricating oils, .8235 specific gravity 
or heavier at 60 degrees temperature. This change will include 
heavy distillates that are now assessed duty at two and one-half 
cents a gallon and which have been chiefly imported into the 
prairie provinces. We expect this item will yield a revenue of 
about $500,000. The goods covered by the tariff proposals 
will be exempt from the provisions of The Customs Tariff War 
Revenue Act, 1915. 


BUSINESS PROFITS TAX. 


For the reasons which I gave in my last Budget Speech we 
regard it as Inexpedient to consider, for the present at least, 
the imposition of a direct income tax. We find, therefore, the 
area of taxation considerably restricted. In estimating further 
sources we have carefully considered the question of what 
class or classes can best bear the burden of further special tax- 
ation, because it is an axiom of taxation that the burden should 
fall upon those in the community best able to bear it. Now, 
Mr. Speaker, there are in time of war many businesses and 
industries, which for one reason or another are able to main- 
tain profits above the average return to capital in time of 
peace. There are others whose profits arise directly from the 
manufacture of munitions or the furnishing of supplies in 
connection with the war itself and are in some instances of 
abnormal character. It has appeared to the Government that 
persons, firms, and corporations whose profits have been such 
might well be called upon to contribute a share to the carrying 
on of the war. Their position being advantageous as compared 
with less fortunate fellow-citizens, it is just that a portion of 
their advantage should be appropriated to the benefit of the 
State. In this connection we have prepared a measure which 
I propose to introduce to the House, providing for the taxation 
of profits in excess of a certain percentage upon capital engaged 
in all classes of business and industry, including railway, 
steamship, public-utility, financial, commercial, milling, min- 
ing, and industrial enterprises. We have fixed upon a rate of 
profit i in the case of corporations, individuals and firms which 
may be taken as a fair annual return in normal times. We 
propose to impose taxation to the extent of one-fourth of the 
amount of net profits upon capital derived since the outbreak 
of the war in excess of this fixed rate. To particularize, our 
proposal is as follows :— 
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Upon all incorporated companies carrying on business in 
Canada, excepting life insurance companies, which are other- 
wise dealt with, and those engaged in agriculture, we propose 
to impose a tax of one-fourth of the net profits for every 
accounting period ending since the outbreak of the war in 
excess of seven per cent upon paid-up capital. Provision is 
made for determining the profits and paid-up capital made and 
employed in Canada in the ease of non-Canadian companies 
varrying on business in Canada and subject to the tax. 

Upon individuals, firms, partnerships, and associations, 
we propose a tax of one-fourth of the net profits for every 
accounting period ending since the outbreak of the war in 
excess of ten per cent upon the capital engaged in their 
business. 

The taxation will not apply to persons, firms or companies 
whose capital is less than $50,000. This limitation will not, 
however, apply to those engaged in manufacturing or dealing 
in munitions and material of war and supplies for war purposes. 
The duration of the measure will be limited to August 3, 1917. 
Banks and companies which are already taxed under the pro- 
visions of The Special War Revenue Act, 1915, shall, during 
the period of the measure now proposed, be exempt from tax- 
ation under its provisions to the extent to which they are taxed 
under the said Special War Revenue Act. The yearly taxation 
under this measure will be payable on or before the first day 
of November in each year. The first payment will therefore 
not be called for until next November. 

It will be observed that incorporated companies are taxed 
upon a higher basis than individuals and partnerships. The 
reason for this is that capital in the case of joint stock companies 
frequently represents intangible assets or capitalized earn- 
ing power or goodwill. We found it a practical impossibility 
to go behind the capitalization of companies and endeavour to 
ascertain the precise cash value of their assets as can be done 
in the ease of individuals or partnerships. The cases of rail- 
way, public franchise, and so-called holding companies, min- 
ing and other corporations, illustrate the difficulty to which I 
am referring. In addition there is the further fact that share- 
holders have purchased their shares and receive their dividends 
upon the basis of issued capital stock. 

Provision is to be made for preventing evasion of taxation 
Ly further stock issues or the incorporation of companies for 
the purposes of taking over existing businesses. Provision is 
also to be made for preventing the postponement of the taking 
of profits on orders and contracts wholly or partially performed. 

I am unable to give the House an accurate estimate of 
what this measure of taxation will realize, but we believe its 
results will be very substantial—probably as much as twenty- 
five or thirty million dollars for the period mentioned. In 
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committee I shall be pleased to give more detailed information. 
It is to be borne in mind in connection with the subject of war 
profits, which have been much discussed, that many of our 
industrial companies were obliged during the period immedi- 
ately succeeding the outbreak of the war to pass their preferred 
and other dividends owing to the general depression which 
then prevailed. 

From my statement it will be gathered that what we pro- 
pose is a very comprehensive measure of taxation, not confined 
to those who have since the outbreak of war made more than 
their usual profits, but applying to all businesses, whether in 
existence before the war or established after its outbreak, whose 
profits exceed the percentages which I have mentioned. 

No doubt in the administration of this legislation some 
anomalies will arise, but these are inseparable from any com- 
prehensive scheme of taxation upon a numerous class of the 
community. I am confident that those upon whom the burden 
will fall will gladly make the contribution which it calls for 
to the cause for which we are contending. 

These, Mr. Speaker, are the taxation proposals which we 
have to submit for the consideration of the House at this time, 
and in connection with them I beg leave to lay upon the table 
the following resolutions :— 


1. Resolved that it is expedient to amend Schedule A to the Cus- 
toms Tariff, 1907, and to strike thereout tariff items 92 and 267, the 
several enumerations of goods respectively, and the several rates of 
duties of customs, if any, set opposite each of the said items, and to 
provide that the following items, enumerations and rates of duties be 
inserted in said Schedule A :— 


i British Inter- 
eas Preferential mediate pence 
: Tariff. Tariff. ; 
BEANO a osha a dor per barrel} 60 cents. 90 cents. 90 cents. 


temperature.. ..... per gallon] 3 cent. 3 cent. % cent. 


state, ‘7900 specific gravity or 
heavier at &0 degrees tem- 
perature, when imported by 
oil refiners to be refined in 


Provided, however, that the goods hereinbefore enumerated shall 
be exempt from the rates of duties of customs specified in section 3 
of The Customs Tariff War Revenue Act, 1915. 

2. Resolved that any enactment founded on the foregoing resolu- 
tions shall be deemed to have come into force on the 16th day of 
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February, 1916, and to have applied to all goods mentioned in the 
foregoing resolutions, imported or taken out of warehouse for con- 
sumption on and after that day, and to have also applied to goods 
previously imported for which no entry for consumption was made 
before that day. 

Resolved, That it is expedient to provide 

1. That, in the following resolution, ‘‘ Minister’? means the Min- 
ister of Finance of Canada; “non-Canadian company” means an 
incorporated company having its head office or principal place of 
business outside Canada but having assets in or carrying on business 
in Canada; “‘ person’? means any individual or person and any part- 
nership, syndicate, trust, association or other body and any body 
corporate, and the heirs, executors, administrators, curators and 
assigns or other legal representatives of such person, according to 
the law of that part of Canada to which the context extends. 

2. That there shall be charged, levied and paid to His Majesty a 
tax of twenty-five per centum of the amount by which the profits aris- 
ing from any trade or business subject to the tax in every accounting 
period ending after the fourth day of August, one thousand nine 
hundred and fourteen, exceeded, in the case of incorporated com- 
panies, seven per centum, and, in the case of all other persons, ten 
per centum, upon the capital employed in such trade or business. 

Provided, however, that the amount paid or payable by any person 
under the provisions of Part one of The Special War Revenue Act, 
1915, shall be deducted from the amount which such person would 
otherwise be liable to pay, and the Minister shall have power to deter- 
mine any questions that may arise in consequence of the difference 
of the several periods for which the taxes under the said Act and 
those proposed herein are payable. 

3. That the accounting period shall be taken to be the period for 
which the accounts of the trade or business have been made up, but 
where the accounts of the trade or business have not been made up 
for any definite period or for the period for which they have been 
usually made up, or if a year or more has elapsed without the 
accounts being made up, the accounting period shall be taken to be 
such period and ending on such a date as the Minister may determine. 

4, That the trades and businesses to which the tax shall apply are 
all trades and businesses, including the business of transportation, 
(whether continuously carried on or not) of any description carried 
on, or partly carried on, in Canada, except :— 

(a) any trade or business other than a trade or business which, or 
any portion of which, is the manufacturing or dealing in 
munitions of war or in materials or supplies of any kind for war 
purposes, the capital employed in which is less than fifty 
thousand dollars; 


(b) the business of Life Insurance; oe 
(c) the business of farming and stock raising. 


COMPUTATION OF PROFITS. 


5. That the profits shall be taken to be the net profits arising in 

the accounting period. 

(2) The profits of a non-Canadian company shall be such propor- 
tion of the net profits as shall bear the same proportion to the 
total amount of its net profits as the capital of the company 
as defined herein bears to the total amount paid up upon its 
capital stock. 

(3) No deductions from gross profits for depreciation or for any 
expenditure of a capital nature for renewals, or for the deve- 
lopment of a trade or business, or otherwise in respect of the 
trade or business, shall be allowed except such amount as 
appears to the Minister to be reasonable and to be properly 
attributable to the accounting period. 
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(4) Any deductions made from the gross profits for the remuner- 
ation of directors, managers and persons concerned in the 
management of the trade or business shall not, unless the 
Minister, owing to any special circumstances, otherwise directs, 
exceed the sums deducted for these purposes in the last account- 
ing period ending before the fourth day of August, one thousand 
nine hundred and fourteen, and no deductions shall be allowed 
in respect of any transaction or operation of any nature where 
it appears, or to the extent to which it appears, that the trans- 
action or operation has improperly reduced the amount to be 
taken as the amount of the profits of the trade or business. 

(5) In the case of any contract extending beyond one accounting 
period from the date of its commencement to the completion 
thereof and only partially performed in any accounting period 
there shall (unless the Minister, owing to any special circum- 
stances, otherwise directs) be attributed to each of the account- 
ing periods in ‘which such contract was partially performed, 
such proportion of the entire profits or estimated profits in 
respect of the complete performance of the contract as shall 
be properly attributable to such accounting periods respec- 
tively, having regard to the extent to which the contract was 
performed in such periods. 


CAPITAL. 


6. That the capital employed in the trade or business of an incor- 
porated company having its head office or other principal place of 
business in Canada shall be the amount paid up on its capital stock. 

7. That the capital employed in the trade or business of a non- 
Canadian company shall be such portion of the amount paid up on 
its capital stock as shall bear the same proportion to the amount paid 
up on its entire capital stock as the value of its assets in Canada bears 
to the value of its assets outside Canada. 

8. That the Minister may determine the amount of the capital of 
any incorporated company issuing stock after the fifteenth day of 
February, one thousand nine hundred and sixteen, and if, after the 
said fifteenth day of February, one thousand nine hundred and six- 
teen, the capital stock of any incorporated company is increased or 
additional stock is issued, or if the stock is in any way changed or 
reorganized in such a manner as to increase the amount of the capital, 
the Minister may decide whether or not it is fair and proper to include 
such increase or’ any part thereof when determining the capital 
of such company, and the decision of the Minister shall be final and 
conclusive. 

9. That the capital employed in the trade or business of any person 
other than an incorporated company shall be taken to be the value 
of all assets real and personal, movable and immovable, used in con- 
nection with such trade or business :— 


(a) so far as the capital consists of assets acquired by purchase the 
value shall be the price at which such assets were acquired, 
subject to any proper deductions for depreciation or replace- 
ment, or for unpaid purchase money; and 

(b) so far as the capital consists of assets being debts due to the 
trade or business the value shall be the nominal amount of 
those debts, except bad debts proved to be such to the satis- 
faction of the Minister; and 

(c) so far as the capital consists of any other assets which have 
not been acquired by purchase the value shall be the value of 
the assets at the time when they became assets of the trade or 
business, subject to any proper deductions for depreciation or 
replacement. 

(d) Accumulated profits employed in the business shall also be 
deemed capital. 

(2) Any borrowed money or debts shall be deducted in computing 
the amount of capital. 
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(3) Where any asset has been paid for otherwise than in cash the 
cost price of that asset shall be taken to be the value of the 
consideration at the time the asset was acquired. 


10. That provision be made requiring persons liable or believed to 
be liable to make such returns as may be necessary to assess the tax; 
and that provision also be made for the assessment of the several 
persons liable to taxation; for the appointment of a Board of Referees 
to determine assessment appeals; for a further appeal to the Exche- 
quer Court of Canada; and for the collection of taxes, interest and 
costs in the Exchequer Court of Canada and other courts of competent 
jurisdiction. 


FINANCIAL PROPOSALS, 1916-17. 


I have now to direct the attention of the House to the matter 
of the borrowings by which we shall supplement our revenues 
to the full amount necessary to meet our war expenditure for the 
coming year. At present we are, as I have stated, financed as to 
our requirements in Canada until the beginning of summer. 
We have, however, a large body of troops—over 100,000—over- 
seas, whose pay and cost of maintenance run into large figures, 
and will continually increase as its number increases. To pay 
and maintain these forces abroad we should, if we relied entirely 
upon our own resources, be obliged to raise the money here and 
purchase exchange on London, as the expenditure in question 
is made in Britain and on the Continent. To provide this 
money, and as an efficient safeguard to our own financial situa- 
tion in Canada, we arranged last fall for a total authorized loan 
of £30,000,000 from the Imperial Treasury, to be availed of, if 
necessary, at a rate not exceeding £2,500,000 a month during 
the present calendar year. In connection with this loan I may 
point out that with the large invisible balance of interest pay- 
ments amounting to about $150,000,000 annually, which Can- 
ada owes to Great Britain on past indebtedness, and our annual 
interest debit of $37,000,000 to the United States, we should, if 
an arrangement of the kind was not effected, be obliged to export 
gold to Great Britain or to the United States to the amount of a 
part at least of our war expenditure abroad. While this arrange- 
ment absolutely ensures the stability of our finance for the year, 
it will be our most earnest endeavour to avail ourselves as little 
as possible of this generous provision on the part of the Imperial 
Government, sustaining, as it is, the heavy burden of financing 
its own unparalleled war expenditures, and making loans on a 
vast scale to the Allies. Further, it is our intention, to the extent 
we may be able, to make advances in Canada to the Imperial 
Government to facilitate its additional purchases here of muni- 
tions and supplies. Some plan of the kind, either with the 
Government or with our banks or business interests, would 
seem, in the present state of sterling exchange, to be necessary 
if such purchases are to continue, at least on the large scale 
which has obtained during the past year. 
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In considering the question of future loans, it is to be pointed 
out that while there is considerable money on this continent 
for short-date investment, the amount obtainable diminishes and 
the rate of interest increases with length of term. My personal 
view of the policy to be followed in war finance is that it is pre- 
ferable to face the higher rate payable on long-term issues rather 
than to make repeated short-date issues whose maturities may 
have to be provided for by payment or renewal at times when 
further funds have to be raised for fresh war expenditures. 
Moreover, it is not, in my opinion, desirable that in the period 
immediately succeeding the conclusion of the war the Govern- 
ment of the day should be hampered in its financing, in the 
possibly trying conditions of recuperation and reconstruction, 
by the necessity of funding numerous issues maturing due at 
brief intervals. 

The conspicuous success of the recent Canadian War Loan 
encourages us to hope that a large portion of our requirements 
from this forward may be raised from our own people. There 
is no doubt that this can be done if the production of the Domin- 
ion continues to increase, and if strict economy and thrift are 
exercised by our people with the intention of investing their 
savings in Government securities. In considering the question 
of future Canadian flotations, we shall, of course, have regard 
to existing banking and exchange conditions, with the object of 
causing as little as possible disturbance to and interference with 
general credit conditions and arrangements. 

To assist in our war financing I have to propose a legislative 
measure whereby life insurance companies and _ associations 
carrying on business in Canada under Dominion license will be 
obligated to invest and keep invested a certain portion of their 
assets during this and next year in the currency, bonds, or deben- 
ture stock of the Dominion. We propose that companies whose 
domicile is outside of Canada, but which are licensed to trans- 
act business in Canada, shall make the deposits which they are 
required to make in 1916 and 1917 as security for their policy- 
holders in the Dominion in such securities, and as to Canadian 
companies we propose that for the same two years they shall 
invest in such securities one-half of the increase in their net 
ledger assets during the years 1915 and 1916 after making pro- 
vision for increase in foreign reserves and in policy loans. 
Provision will be made to meet the case of foreign companies 
which have already made their deposits for the present year. 
The aggregate amount of such investments will reach a total of 
at least $15,000,000. Having regard to the rate of interest 
which the Dominion is now paying upon its securities, there 
can be no hardship in such legislation either to the insurance 
companies or their policyholders who will obtain an investment 
of the highest character yielding a most attractive interest 
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return. I have the less hesitation in proposing this legislation 
because, unlike other financial companies, life insurance com- 
panies and associations have not been subjected to Dominion 
taxation. In connection with this measure, I desire to express 
my sincere thanks to the life insurance companies and associa- 
tions for their prompt, generous, and patriotic response to the 
appeal for subscriptions to the Canadian war loan. Their 
holdings in this issue will, of course, be available pro tanto in 
discharge of their obligations under the proposed Act. 

I now beg to give notice of a Bill intituled, “ The Life In- 
surance Companies Investment Act, 1916,” which I shall later 
introduce to the House. 

To promote saving among the public and afford a ready 
means of remunerative investment in Dominion securities for 
funds seeking investment during the intervals between public 
offerings, we have determined to authorize the sale, from time 
to time, in principal sums of $100 and multiples thereof, of 
debenture stock repayable in five years from date of issue, and 
bearing interest payable half yearly by cheque negotiable with- 
out discount at any branch of any chartered bank in Canada. 
The price will be par, and full information as to the nature and 
terms of the issue will be published later. The Government 
will reserve to itself the right to limit the amount of individual 
sales, and generally to deal with the issue as may be deemed 
advisable having regard to the national credit and requirements. 

These, Mr. Speaker, are all the fiscal and financial proposals 
which I have to lay before Parliament in the present Budget, 
and it is my earnest hope that they may merit and find general 
acceptance. Taxation measures can hardly ever be expected to 
be popular, at least with those upon whom they fall. But I 
much mistake the spirit and temper of the Canadian people if 
they do not cheerfully accept as hitherto in the spirit of the 
loftiest patriotism and willing self-sacrifice the added burdens 
which the exigencies of the war compel us to cast upon them. 

It may seem premature at this stage of the conflict to touch 
upon the question of policy to be pursued after its termination. 

3ut this I feel justified in stating, that the Government is fully 
alive to the importance of taking immediate action looking to 
the promotion of desirable immigration and land settlement, 
both during and after the war, and the creation of all necessary 
machinery and organization to that end. The future of Canada 
rests with the development of its great resources, of which the 
greatest and most fundamental is agriculture, and this develop- 
ment is in turn bound up with the question of increase in popu- 
lation of the productive sort and the facilities afforded it for 
the application of its intelligence and industry. It is probable 
that in the straitened financial conditions which may prevail 
for some years forward the question of capital for the develop- 
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ment of agriculture may be of paramount importance, and it 
is our intention to inquire carefully during the coming recess 
into this most important subject, with a view, if desirable in 
the public interest, to supplementing by federal aid existing 
facilities in this connection. Particularly will the question of 
the establishment of a system whereby loans at reasonable rates 
repayable on the amortization principle engage the attention 
of the Government. 


CONCLUSION. 


Tt might be assumed that in so important a deliverance as 
the Budget Speech I should say something as to the war and 
its progress. But the subject has been dealt with so ably and 
so eloquently by the leaders and members on both sides of the 
House that further reference on my part could be only super- 
fluous. The conflict has developed and extended upon a scale 
and to an extent far beyond our expectations or imaginings at 
its inception, Looking backward over its tragic course and 
reflecting upon its varied fortunes, there has grown in the 
hearts and minds of all an ever-deepening sense of its increas- 
ing gravity and menace to the Empire’s safety. But the 
Empire’s courage, the Empire’s strength have steadily 
grown with the growing peril. Never has our national spirit 
been more high, never our resolve more unshaken, never have 
we been more supremely confident of ultimate victory than we 
are to-day. We have taken the measure of our foe, we have 
estimated the resources of our manhood and the other elements 
of Imperial power, and we steadfastly abide the issue in calm 
consciousness of inherent strength and the eternal justice of 
our cause. We fight for human progress and for human rights, 
and we can and shall endure unto the end. 
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DELIVERED BY 


HON. SIR THOMAS WHITE, MP. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, APRIL 24, 1917 


WAYS AND MEANS—THE BUDGET. 


Honourable Sir THOMAS WHITE (Minister of 
Finance) moved :-— 

That the Speaker do now leave the Chair for the House to go into 
Committee of Ways and Means. 

He said: Mr. Speaker, I avail myself of the opportunity 
afforded by this motion to make the annual budget statement. 

The features of the public finances in which I conceive 
the House to be chiefly interested at the present time are the 
relationship between national income and national expenditure 
and the increase in the national debt. For the first year of 
the war the revenue from all sources was about $130,000,000. 
It rose during the second year to $170,000,000. For the year 
ended March 31 last, I am happy to say, our income will reach 
$232,000,000, or one hundred million in advance of the fiscal 
year 1915. In round figures, $134,000,000 of the aggregate 
was derived from customs, $24,000,000 from excise, and 
$12,500,000 from the business profits war tax. From. this 
last named tax, which was introduced by the Budget of last 
year, we estimated that we should receive $25,000,000 during 
the three years of its currency. Our experience has proved 
that this estimate will be largely exceeded. This tax was 
retroactive, being levied in respect of business accounting 
periods ending subsequently to December 31, 1914. The 
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profits of the first accounting period of businesses subject to the 
tax were much affected by the severe depression and dislocation 
of business incidental to the first months of the war. Never- 
theless, from this first period the sum of $12,500,000 has 
already been collected, and when the full levy is made we 
expect to have collected in respect of this period as much as 
$15,000,000. For the second accounting period, the taxes for 
which are payable during this year, we estimate that the 
amount collected will be much larger—in fact, as high as 
$20,000,000, or more. The increase will, of course, be due to 
the business prosperity which has prevailed in Canada during 
the past year and the profits made in supplying munitions of 
war. On the whole, notwithstanding the difficulty of organiz- 
ing on short notice the official machinery necessary to cover so 
large a country as Canada, the tax has worked out much more 
satisfactorily than we expected, and the total results will be 
much greater than the estimate. 

I have said that the total income of the past fiscal year 
was $232,000,000. Leaving aside for the moment our direct 
war expenditure, our outlay for the past year was upon 
ordinary account $145,000,000 and $27,000,000 upon eapital 
and subsidy account, or a total of $172,000,000. It is to be 
borne in mind that of our ordinary expenditure $25,000,000 
represents increased interest and pension charges due to the 
war. Taking our total revenue at $232,000,000 and our total 
current and capital expenditure at $172,000,000, we find that 
during the past fiscal year we were able to pay from our income - 
all current and capital expenditure, all charges of interest upon 
our increased national debt, all pension outlays, and in addition 
devote the sum of $60,000,000 to payment of the principal of 
our war expenditure. For a country such as Canada, of sparse 
population and without the conditions of long-established and 
concentrated wealth prevailing in older and more settled com- 
munities, the result must be regarded as extremely satisfactory. 


Coming next to the question of our direct war expenditure, 
we find that with our increasing military effort it also is con- 
tinually increasing. Since the beginning of hostilities our total 
war outlay, including estimated and unadjusted liability to 
Great Britain for the maintenance of our troops at the front 
and inclusive of withheld pay, totals, so far as we can calculate, 
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about $600,000,000. As the result of this large war expendi- 
ture, the net national debt of Canada, which was $336,000,000 
before the outbreak of war, has risen to over $900,000,000, 
although this will not be shown by our official statements for 
some months to come. By the end of the present fiscal year 
it may reach $1,200,000,000. 

From the beginning it has been clear that it would not be 
possible for the people of Canada to pay, during the war, more 
than a part of the principal of our war expenditure. The 
policy of the Government has therefore been directed along two 
main lines: first, to fund the war indebtedness so as to post- 
pone its maturities to periods well beyond the end of the war, 
and secondly, by increased taxation on the one hand and the 
reduction of current expenditure on works on the other to be 
in a position to meet from annual income all annual outlays 
including increased interest and pension charges and in addi- 
tion a substantial amount of the war expenditure itself. 

In order to carry out this programme it will be necessary, 
as our war expenditure, and consequently our interest and 
pension charges increase, to increase also our income. This 
raises the question of the sources of revenue still open to us. 
A higher customs taxation upon luxuries has been frequently 
suggested, but this proposal overlooks the fact that most articles 
of this character are embraced under fixed rates in the treaty 
with France, and the tariff cannot therefore be raised in 
respect of these. Apart from this we should hesitate at a 
time when France needs the advantage of all her sales on this 
side of the Atlantic to assist her exchange, to place a prohibition 
or increased duty against importations from our great Ally. 


Then it has been frequently suggested that following the 
example of Great Britain and the United States, we should 
adopt an income tax upon all incomes beyond, say, $1,000 or 
$2,000. The comparison in this regard, however, of Canada 
with either of these countries is fallacious. We are not a 
country of large accumulated wealth and of incomes derived 
from investments. Canadian incomes are derived mostly from 
personal earnings, and while there are many exceptions, the 
rule prevails generally throughout the Dominion. So far as 
f am aware the incomes of the professional and salaried classes 
throughout Canada have not materially increased since the 
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outbreak of the war. In the case of many they have actually 
declined. This being so, it does not seem equitable to impose 
upon these the burden of an additional income tax—for they 
are taxed now upon their incomes by municipalities and 
provinces—at a time when owing to the war the cost of living 
has so greatly increased. If such a tax is to be imposed, it 
seems to me that so far as the great majority of Canadians 
are concerned, it might better be levied in time of peace, when 
the cost of living is again normal. It is further to be pointed 
out that the maximum amount which would be obtained from 
such a tax in Canada would in terms of Dominion finance 
be comparatively small and that its administration would 
require almost a second Civil Service sufficient in number to 
cover every municipality, rural and urban, throughout the 
Dominion. The cost of levy and collection of such a tax would 
be much higher proportionately than in a geographically small, 
wealthy, densely populated country like Great Britain or than 
in the United States, which although of the same area as 
Canada has twelve times the population and much more than 
twelve times our wealth. On the whole it would appear to me 
that the income tax should not be resorted to by the Dominion 
Government until its necessity becomes clearly and unmistak- 
ably apparent notwithstanding the drawbacks which I have 
mentioned. In connection with this tax it is also to be observed 
that the larger incomes in so far as they are not personally 
earned are derived in part from holdings in joint stock com- 
panies already subject to taxation under the provisions of the 
Business Profits War Tax Act. It must also be remembered 
that the Canadian public are voluntarily supporting the 
Canadian Patriotic, Red Cross, and other funds. The amount 
contributed annually to these funds is much in excess of the 
amount likely to be realized from any-income tax. It is true 
that some wealthy men do not contribute their fair share to 
these funds. But this would also be true in any scheme 
ot income taxation especially with issues of Dominion bonds 
exempt from Dominion taxation. 


The question of further revenue then narrows down to 
abnormal profits made by business firms during the period of 
the war and this in my view is the proper and legitimate source 
to which to look for increased revenue to meet the increased 


cost of the war. If a business is making, in war time, profits 
above the normal, they must be due to the abnormal conditions 
created by the war, that is to say, such a business is deriving 
advantage from the war. It follows that it may properly be 
required to contribute a share of such profits to the Govern- 
ment for the purposes of the war. I do not see, Mr. Speaker, 
that it makes much difference whether the business in question 
is the making of munitions or of any other class. Munitions 
are needed and no discredit attaches to the enterprise which 
provides them. The steel company which engages in the pro- 
duction of munitions could in most cases make as much if not 
more money by selling its steel products in world markets. 
Moreover, it would be inequitable to discriminate against the 
firm which makes a profit upon the finished article known as 
munitions and leave untaxed the profits (it may be equally 
large) of those firms which manufacture and supply the raw 
material or partly manufactured products from which they are 
made, or the businesses throughout the country which make 
abnormal profits from the distribution of money expended by 
Governments in payment for such munitions. If higher 
profits are made in the manufacture of munitions the higher 
the tax taken under business profits legislation. 


In accordance with the principle which I have enunciated 
the Government last year imposed the Business Profits War 
Tax. Under that legislation profits in excess of a certain per- 
centage upon capital invested were taxed to the extent of 
twenty-five per cent of such excess. This measure has proved 
quite successful, not the least of its merits being the small 
cost of its administration which will probably not exceed one- 
half of one per cent upon the amount collected. In view of the 
increasing interest and pension charges due to the war and 
believing this to be the true source to which recourse should 
now be had for further revenue, we propose to extend this tax 
by taking an increased share of profits. 

We propose to take from persons, firms and companies 
liable to the Business Profits War Tax Act, 1916, fifty per 
cent of all profits in excess of 15 per cent but not exceeding 
twenty per cent per annum and seventy-five per cent of all 
profits in excess of twenty per cent per annum upon capital. 
That is to say, up to fifteen per cent they will be lable to the 
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existing legislation and in addition we shall take one-half of 
their profits between 15 per cent and 20 per cent and three- 
fourths of their profits beyond 20 per cent. The increased 
tax will chiefly affect manufacturers of munitions and other 
war supplies. While the percentage of excess profits which is 
taken is large, sufficient is left to provide incentive to effort 
on the part of all subject to the tax. 

The new legislation will apply to the last accounting period 
of the three year term provided for in the Business Profits 
War Tax Act, 1916, namely, to all accounting periods ending 
after December 31, 1916. I am unable to estimate what amount 
will be derived from this taxation as it will depend upon the 
condition of business during the year. It will however give us 
without doubt a very substantial additional revenue. 

Before leaving the question of taxation, I desire to say 
that the measures we have adopted have necessarily broadened 
in their scope as the war has progressed. No one has at any 
time been able to forecast the length of the war. It has now 
lasted nearly three years and the end is not yet in sight. 
Should another year be added to its duration with the con- 
sequent increase in our financial burden new sources of revenue 
must undoubtedly be sought. In seeking for these it should, 
I am sure, always be kept in mind that Canada has been in 
the past and will likely be for many years in the future a 
country inviting immigration and capital to develop its 
resources and contribute to its prosperity. Especially should 
we in considering taxation measures for the period following 
the war keep in view the desirability of the flow of settlers 
and capital to Canada not being retarded through fear on 


their part of heavy Federal taxation. 
CANADA'S WAR LOANS. 


The question of our financing since the last Budget was 
fully explained and discussed in the first part of this session. 
During the recess we successfully floated the third Canadian 
War Loan, an issue of $150,000,000 five per cent, twenty year 
bonds at 96. The public response was most gratifying, the 
issue having been oversubscribed to the extent of about one 


hundred million dollars. The proceeds of this loan will enable 
us to finance both ourselves and the Imperial treasury in 
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respect of expenditures in Canada until June. It is my 
present intention to arrange then for an issue of notes or 
treasury bills and if conditions are favourable offer another 
war loan in the early fall. 

Since the outbreak of war we have floated in Canada 
domestic loans aggregating $350,000,000 and have in addition 
furnished $150,000,000 through our chartered banks to the 
Imperial treasury to meet its commitments for munitions and 
supplies purchased in Canada. Everywhere, I believe, this 
is regarded as a very notable achievement on the part of 
Canada. It has not only made possible our participation on 
a large scale in the war, but it has in greater measure than 
we realized brought about the present state of prosperity in 
the Dominion. Without the aid afforded by the savings of our 
people the expenditures which have been made in Canada by 
both Governments for supplies and munitions could not have 
been made, so that those who have saved have benefited not 
only themselves but the entire community. While our national 
saving during the war has been gratifyingly large, it is not 
so great as it should have been, and to-day no better advice 
can be offered to the publie than to exercise the strictest thrift 
and economy. Every additional day the war lasts makes this 
individual and national duty the more imperative. 


CANADA'S TRADE 1916-17. 


No aspect of our affairs during the war is more striking 
than the vast increase which has taken place in our inter- 
national trade. The aggregate of our imports and exports 
(excluding coin and bullion) for the fiscal year 1912 was 
$841,000,000; for 1913, $1,063,000,000; for 1914, $1,090,- 
000,000; for 1915, $958,000,000; for 1916, $1,309,000,000. 
For the year ended on March 31 last, the total international 
trade of Canada reached the enormous total of $2,043,000,000, 


Mr. MICHAEL CLARK: Would the minister kindly 


vive us a statement of the exports and imports ¢ 


Sir THOMAS WHITE: If my hon. friend does not 
mind, I would prefer to give them in committee. I have 
them here, but I cannot conveniently lay my hand upon them. 
This, Mr. Speaker, is nearly double the volume of the largest 
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trade in the history of Canada before the war. Equally 
notable with this huge increase in volume is the change which 
has taken place in relative amounts of imports and exports. 
For 1912, the balance against us was $125,000,000; for 1913, 
$309,000,000; for 1914, $180,000,000; for 1915, $36,000,- 
000, For 1916, we had for the first time in many years a 
favourable balance of $249,000,000. During the last fiscal 
year this favourable balance increased to $314,000,000. - 
Iigures such as these indicate a very prosperous condition 
within the Dominion. It must however be steadily kept in 
mind that the higher prices obtainable under war conditions 
for our national products and the output of our industrial 
plants of war supplies and munitions are chiefly responsible 
for this extraordinarily favourable condition of our external 
trade, and that with the cessation of the war dislocation of 
industry and modification of prices are bound to ensue. I 
take it that it is unnecessary for me to mention the large in- 
crease in our exports due to our grain and other commodities 
sent abroad by us and the high prices which have been and 
are being obtained for them. I said that, with the cessation 
of the war, dislocation of industry and modification of prices 
are bound to ensue. The only safeguard against these condi- 
tions is saving on the part of all who are now engaged at good 
wages and are in a position to save and the careful husband- 
ing of their resources by firms and companies engaged in busi- 
ness. The position of most businesses in Canada is now 
thoroughly sound, and it is for their proprietors, with the 
prudent watchfulness of their bankers, to keep them in that 
condition. The sources of danger to business in war time are 
speculation in commodities and stock exploitation on the ex- 
changes. With these avoided and national savings greatly 
increased we might look forward with confidence to whatever 
may occur in the reconstruction period after the war. 


We have no tariff changes to propose. 

To carry out the taxation proposal which I have announced 
and certain necessary amendments to the Business Profits 
War Tax Act, 1916, I beg to give notice of the following 
resolution which I shall move in committee :— 


Resolved, That it is expedient to amend the Business Profits War 
Tax Act, 1916, by providing :— 
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1. That in any business taxable under the Act where the annual 
profits exceed fifteen per centum per annum the tax shall be in- 
creased to fifty per centum with respect to all profits in excess of the 
said fifteen per centum but not exceeding twenty per centum per 
annum, and where the profits exceed twenty per centum per annum 
the tax shall be increased to seventy-five per centum with respect to 
all profits in excess of the said twenty per centum, and such increases 
in the tax shall be levied against and paid by the person owning 
such business for each and every accounting period ending after the 
thirty-first day of December, one thousand nine hundred and sixteen; 


2. That for the purposes of the said Act, the actual unimpaired 
reserve, rest or accumulated profits held at the commencement of 
an accounting period by an incorporated company shall be included 
as part of its capital as long as it is held and used by the company 
as capital; . 

That any enactment founded on this resolution shall be deemed 
to have come into force on and from the eighteenth day of May, 
one thousand nine hundred and sixteen; 

3. That the tax shall be paid each year within one month from 
the date of the mailing of the notice of assessment; 


4. That with respect to every business liable to taxation here- 
under the period for which the returns shall be made and during 
which it shall be liable for assessment shaJl ‘be at least thirty-six 
months, commencing with the beginning of the first accounting 
period ending after the thirty-first day of December, 1914, or for such 
less period as the business may have been carried on from the begin- 
ning of the said accounting period to the end of the period for 
which the said tax may be levied under the said Act. 
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BUDGET SPEECH 


DELIVERED BY 


HON. A. K. MACLEAN, M.P., 


ACTING MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, APRIL 30, 1918. 


WAYS AND MEANS—THE BUDGET. 


Honourable A. K. MACLEAN (Acting Minister of 
Finance) moved :— 

That the Speaker do now leave the Chair for the House to go 
into Committee of Ways and Means. 

He said: Mr. Speaker, in presenting to-day the annual 
statement of the financial affairs of the country I deem it but 
fitting and proper that at the outset I should give expression to 
what I believe is the profound and sincere regret of Parliament, 
that Sir Thomas White, the Minister of Finance, was unable 
to deliver the annual budget by reason of an enforced and 
lengthy absence from official duties. Regardless of party dis- 
tinctions, and the inevitable differences of opinion that must 
prevail regarding the administration of the financial affairs of 
the country, I am sure that honourable gentlemen will heartily 
concur in the observation, that the highly important duties 
attaching to the Department of Finance, so abnormal in their 
magnitude and exacting in their detail during the war period, 
have been discharged by Sir Thomas White with distinction 
aud with conspicuous ability. To his task he has applied great 
energy and industry, and in his labours he has been solely ani- 
mated by the high motive of rendering faithful and’ unselfish 
service to the State. I am confident the House will join with me 
in expressing gratification upon the fact that he has so far 
recovered his health that he proposes an early return to Canada 
to resume his official duties, after disposing of some public 
business now engaging his attention in the United States, 
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REVENUE. 


The revenue for the fiscal year ending March 31, 1918, will, 
when the accounts are finally closed, reach $258,000,000, 
exceeding the revenue of the preceding year by $26,000,000, 
and that of the first year of the war by $125,000,000. Of the 
total amount of $258,000,000, Customs will yield $146,000,000 
and Excise $27,000,000. From the various taxations, apart 
from Customs and Excise, we shall have received nearly 
$25,000,000. The several sources from which this revenue 
was derived, and the amounts, might be of interest to the 
House. For the past fiscal year they are as follows: Business 
profits war tax, $21,271,283; banks, $836,724.28; insurance 
companies, $385,127.68; trust and loan companies, $207,- 
917.68; Inland Revenue from railways, steamships, telegraph 
and cable companies, stamps, etc., $2,229,922.81; a total -of 
$24,990,975.45, 


EXPENDITURE. 


Coming to our ordinary expenditure, and taking cognizance 
only of expenditures for civil government, and disregarding all 
outlays on account of war, the expenditure for the fiscal year 
1917-18 is estimated at $173,000,000. The total expenditure 
of $173,000,000 includes payment of interest, estimated at 
$45,000,000, and pensions of some $7,000,000, or $52,000,000 
altogether ; whereas prior to the war the outlay on interest was 
but $12,000,000, and of course the expenditure for pensions on 
account of the war had not yet begun. It is also inclusive of 
the sums of $25,000,000 and $7,500,000 voted and advanced 
on account of the Canadian Northern Railway and the Grand 
Trunk Pacific Railway respectively. For the capital outlays 
beyond the ordinary current expenditure of $173,000,000 an 
expenditure of $30,000,000 is estimated. These two items of 
expenditure amount to $203,000,000, and represent the outlay 
of Canada for all purposes apart from war during the past year. 

With a total revenue of $258,000,000, and an ordinary and 
capital expenditure of $203,000,000, it will be seen that during 
the fiscal year 1917-18 the Government was able to meet all 
ordinary and capital outlays, including an increased amount 
for interest account and pensions over the previous year of 
nearly $15,000,000, and have a favourable balance of about 
$55,000,000 to be applied to war expenditures. 


fod 
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FISCAL YEAR 1918-19. 


The Main Estimates for 1918-19 have been submitted to 
the House, and Supplementary Estimates will be presented 
later. Apart from the increased interest caused by our war 
borrowing, and the amount required for pensions, also arising 
out of the war, substantial reductions have been made in the 
Estimates of practically all the services, and I anticipate that 
actual expenditure will be well below the amounts voted. These 
reductions, however, are more than offset by the additional 
sums needed for interest and pensions for the current year over 
the past year, and which excess I estimate at $25,000,000, so 
that ordinary expenditure for 1918-19 will increase materially 
over that of the previous year. Outside of interest and pension 
account, ordinary expenditures should not exceed those of last 
year. Substantial disbursements this year will be necessary in 
connection with the Soldiers’ Land Settlement programme, and 
a substantial liability has been assumed for the year in connec- 
tion with the Halifax disaster. The capital expenditure vote 
has been materially cut. It is estimated that for the fiscal year 
1918-19 we shall be able to pay our ordinary and capital 
expenditure out of our revenue and have, as in the past two 
years, an appreciable sum over, which we can apply to war pur- 
poses. The unexpended balance of the Victory Loan will 
finance our war expenditures and advances to the Imperial 
Government until July next, when Treasury bills will be tem- 
porarily negotiated, until the proceeds of the next public loan 
are available. 

WAR EXPENDITURES, 


Canada is now in the fourth year of the war. Our expendi- 
ture on war account for the year’1917-18 approximates $345,- 
000,000, of which amount $167,000,000 was expended in 
Canada, the balance, $178,000,000, represents our war expendi- 
ture overseas. Up to March 31, 1917, we had expended for war 
purposes $533,437,036.11, so that on March 31, 1918, our total 
outlay for war was approximately $878,000,000. This amount 
includes all expenditures in Canada, Great Britain and France, 
and is also inclusive of the upkeep of our troops overseas. The 
amount does not, however, include any pay due but not yet paid 
to the troops overseas. During the past two fiscal years we 
have applied to war expenditure surpluses of revenue over ordi- 
nary and capital outlays the sum of $113,000,000, and our 
interest and pension payments attributable to war and covering 
the entire war period would approximate about $75,000,000. 

40628—3 


8 


NET DEBT. 


The net debt of Canada, which before the war stood at 
about $836,000,000, has now passed the billion-dollar mark, 
and it is estimated that when the accounts for the year 
1917-18 are closed it will reach, approximately, $1,200,000,000. 
The increase is almost entirely attributable to war expenditures. 
To provide funds for our war necessities, apart from the 
amounts we were able to spare from the ordinary revenues of 
the country, we have had recourse to public loans, and from 
time to time to temporary loans from our banks, which were 
subsequently liquidated from the proceeds of loans. 


TRADE. 


The statistics of our trade indicate that our exports, year 
by year as the war progresses, are showing a greater and greater 
increase over our imports. The year before the war the 
imports exceeded the exports by nearly $300,000,000. In 
1917-18 this condition has been so completely reversed that the 
exports exceeded the imports by almost $625,000,000, and our 
total trade, which passed the billion mark in 1913, exceeded 
the two and a half billion mark in 1918. 


It must be borne in mind, however, that this increase in 
our total trade is very largely attributable to war conditions, 
and as well the very favourable trade balance. It might be 
informing to the House to briefly state that in 1917-18 our 
exports to Great Britain were about $860,000,000, while our 
imports amounted to $81,000,000. Our exports to the United 
States reached the sum of $440,000,000, while our imports 
were $790,000,000. ‘ 


IMMIGRATION. 


The general impression I fear prevails that we have had 
practically no immigration into Canada since the beginning of 
the war. While of course it is proportionately much less than 
in years just prior to the war, still it is not a negligible quantity. 
In 1915-16 our immigration was 48,537; in 1916-17 it was 
75,374, and in 1917-18, 79,074; a total of 202,985 in the past 
three fiscal years. Of this total number 169,640 came from the 
United States and 20,124 from the British Isles. An impor- 
tant fact in connection with this immigration is that it was 
very largely composed of agriculturalists. The Minister of 
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Immigration and Colonization informs me that everything 
clearly indicates a very large immigration into Canada, com- 
mencing shortly after the conclusion of the war and so soon as 
transportation facilities are available. A factor to be kept 
prominently in mind is that the employment of women and 
girls in occupations heretofore filled by men will continue in 
all the belligerent countries of Europe for many years at least, 
thus limiting the avenues of employment ordinarily open to 
men, and leaving a surplus for emigration, notwithstanding the 
heavy toll wpon life enacted by the war. 


EXCHANGE, 


Owing to the inability of Great Britain to settle in the 
usual way her trade balances, and to which I propose referring 
later, we are experiencing an acute exchange problem in 
Canada. During the past few months a very high rate has pre- 
vailed on remittances of funds to the United States, which has 
imposed a severe tax upon importers and the public, and, if it 
continues, must diminish imports or add to their eost. his 
high rate is due to the faet that we have to remit more to, than 
we receive from, the United States, and consequently the 
demand for United States funds is greater than the supply. 
Were we able to sell securities in the United States the rates 
of exchange might easily have been adjusted or normalized, but 
Canadians were not permitted to do so. The Government did 
not require during the present year to borrow in the United 
States, even if we were permitted, and consequently by such an 
operation it was not convenient or practical to correct the 
exchange. 


To redress the adverse rate of exchange with the United 
Stated, we must lessen our imports from that country, or the 
United States must buy more from us, or we must sell securities 
in the United States to the extent of a very substantial propor- 
tion of our adverse trade balance. Other considerations, how- 
ever, are involved in this matter, to which I shall refer later, 
but I might be permitted to say that the Government has been 
diligent in its endeavours to bring about such financial arrange- 
ments with the Governments of Great Britain and the United 
States as would materially relieve our people of the burden of 
the present high rates of exchange. I hope that very shortly 
we shall be in a position to announce the successful conélusion 
of negotiations which have in view this end. In connection with 

40628—33 


10 


the exchange problem it might be of interest to state that for 
the first three months of this calendar year our imports from the 
United States have decreased below that of the corresponding 
period of last year by over $36,000,000, while our exports have 
increased in the same comparative period by about $20,000,000. 


THE VICTORY LOAN, 


The unqualified success attending the Victory Loan of last 
year, as well of previous domestic loans, is of such notable 
importance and significance that it calls for more than a pass- 
ing reference. The large investment made by our citizens in 
the securities issued by the Government from time to time 
since the beginning of the war is a matter of natural pride to 
all Canadians. Since December 1, 1915, domestic war loan 
issues aggregating $746,000,000 have been made, and of 
which over $700,000,000 was subscribed for by ‘Cana- 
dians, a very tangible evidence of the productive powers of our 
people, their determination to sustain our army and our com- 
merce by loans to the State, and their faith in the ability of 
Canada to honour in the future the financial obligations now so 
honourably incurred. That Canada possessed such a purchas- 
ing power it is needless for me to say was hardly entertained 
by any person, even the most optimistic. 


Last November the fourth war loan was placed upon the 
market in Canada. In the case of the three previous loans, for 
their successful flotation, the Government of the time relied 
upon newspaper advertising methods alone to secure the 
required subscriptions, and no extensively organized campaign 
was deemed necessary. In the case of the last loan, however, 
it was felt that more vigorous methods should be adopted in 
order that a wider response to the appeal should be received 
from all classes of our population, so that the absorption of the 
loan would be rapid and that by spreading the holdings over as 
many people as possible, the subscribers would be more strongly 
protected so far as the market price was concerned. 


The Minister of Finance, with the co-operation of some of 
the most active of the business men of the Dominion, organized 
a central committee called the Dominion Executive of the Vic- 
tory Loan Campaign, which in turn organized associated com- 
mittees in every province. These again created committees in 
various counties, cities and towns. By address, advertisement 
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and canvass, by the united effort of all these countrywide 
organizations, the results far exceeded the expectations even of 
those best qualified to anticipate the result of an appeal of this 
character. The bonds were of five, ten and twenty year maturi- 
ties. The prospectus called for an amount of $150,000,000, 
but the loan was an open one and the right was reserved to 
exceed subscriptions above this amount. In response to the 
appeal, subscriptions to the amount of $408,000,000 from 
approximately 600,000 subscribers, a subscription from about 
one in every nine of our population, a subscription of over $58 
per capita, were received. This was slightly better than the 
result of the Liberty Loan of 1917 in the United States, where 
some 9,400,000 subscriptions were received, or about one in 
more than eleven. The subscriptions in the four western pro- 
vinces were particularly gratifying, and indicate in these new 
provinces remarkable accumulation of wealth, which fact is 
pleasing to the older sections of the Dominion. The Victory 
Loan Committee state the subscriptions of Alberta amounted 
to $16,515,150; British Columbia, $18,814,700 ; Saskatchewan, 
$21,777,050; and Manitoba, $32,326,600. Opportunity was 
given to the Overseas Forces to subscribe, and we received over 
$1,500,000 from soldiers who cashed in their faith in their 
fight and country. 


The total subscription was cut down to an allotment of 
$398,000,000 of new money, not counting holdings of previous 
war loans which were convertible and were converted into Vic- 
tory Loan Bonds to the amount of over $150,000,000. When 
all the charges are computed and paid, the cost of the loan will 
approximate 1} per cent, which is comparatively small in such 
a large operation and extending over so wide an area. The banks 
received 4+ of 1 per cent as remuneration for their services and 
to compensate them for the labour entailed in all their branches 
in taking the subscriptions; issuing temporary receipts; deliver- 
ing the scrip; receiving the five instalments from January to 
May; transmitting the cash to the Department of Finance; 
delivering the bonds to subscribers in exchange for scrip, and 
paying at par all over Canada the coupons and interest cheques 
during the whole period covered by the loan. 


The probable subscribers of the larger amounts were 
solicited by the agency of a special committee and upon these 
subscriptions no commission was paid. The local canvassers 
received 4 of one per cent on all subscriptions received by them 
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to compensate them for their time and labour; and finally, the 
bond dealers and brokers who co-operated most heartily and 
energetically in the work and who placed the services of them- 
selves and their several staffs at the disposal of the committee 
were allowed such remuneration as was deemed reasonable by 
the Minister of Finance. It is estimated that the total charges 
will amount approximately to $5,000,000, or about 14. per 
cent. When the issuing charges for all our previous loans are 
considered, it will be found that this may be regarded as exceed- 
ingly reasonable. 


I wish to acknowledge on behalf of the Minister of Finance 
and the Government his and their thanks and appreciation of 
the splendid and patriotic services of all the committees and 
workers whose efforts in a noble cause proved so successful; to 
the press, also, and to the public spirited citizens who, in an 
honorary capacity, gave valuable assistance in this great cam- 
paign, I desire to publicly and gratefully acknowledge their 
valuable services. Preparations for the next Victory Loan 
lave already commenéed, and the Government have also under 
advisement the matter of the sale of War Savings Stamps, a 
borrowing scheme very successfully employed in the United 
States. 


FINANCING WAR AND TRADF., 


There is a very direct connection not only between our 
domestic loans and the financing of our war operations, but 
also with our productions and our overseas export trade, and 
I think the matter well worthy of some consideration. Funda- 
mentally trade is the exchange of products, and payment of the 
purchases of goods abroad must be made by the sale of goods 
or securities abroad. With us, gold is not a factor in interna- 
tional trade. All are acquainted with the fact that the war has 
disturbed the natural currents of trade, rendering impossible 
the settlement of international trading accounts in the usual 
manner. Prior to the war, Canada had a favourable trade 
balance with Great Britain through the sale of her products 
and securities in that country, while we have always had an 
unfavourable trade balance with the United States. We settled 
the latter in London out of our available. credits there, which 
was of course convenient to the United States becanse that 
country always had payments to meet there. 
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The later stages of the war, however, have materially 
altered Great Britain’s position, and circumstances have com- 
pelled her to purchase heavily of war supplies and foodstuffs 
on this side of the Atlantic, while her exports have been 
diminishing. She has thus become chiefly a purchasing nation, 
and is no longer a loaning but a borrowing country. In 1917-18 
we had as a matter of fact a favourable merchandise trade 
balanee with Great Britain of about $790,000,000, while with 
the United States it was unfavourable to the extent of $350,- 
000,000. Normally, we would settle our unfavourable Ameri- 
can trade balance with the moneys receivable from Great 
Britain for her liberal purchases of our high priced commod- 
ities. However, owing to the enormous purchases Great Britain 
was obliged to make for herself and some of her allies, and so 
great had been the drain upon her liquid resources in the first 
three years of the war, that in July, 1917, she was obliged to 
secure loans or dollar credits for her Canadian purchases, other- 
wise, she would be obliged to practically cease purchasing here. 
In that event, commercial disaster would have overtaken us 
and we would have had difficulty in financing our war expend- 
itures. It was therefore important that immediate action be 
taken to meet this new condition of affairs. In order that our 
industries and our artisans might be employed, that our agri- 
culturists might be afforded an export market and encouraged 
to produce, and that all our people might be paid for their 
exportable productions, which was of course of vital importance 
to all classes of our people, arrangements were consummated 
in midsummer last year whereby the Government of Canada 
agreed to make advances to Great Britain at the rate of $25,- 
000,000 per month in order that she might purchase in Canada 
such of our products as she needed and which we had to sell. 
in fact, advances for cheese and meat products in excess of the 
agreement were made last year. In addition, and for the same 
purpose, the Canadian banks agreed to make advances to the 
British Government, and altogether up to this date have 
advanced $200,000,000 on the security of Imperial Treasury 
Bills. Further, the Government of the United ‘States last year 
ugreed to establish credits for British purchases in Canada. 

These arrangements are still effective and are likely to con- 
tinue throughout the year. In a word, the Government of Can- 
ada, and the Canadian banks have been granting credits for 
Great Britain’s purchases in Canada in substantial amounts 
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since midsummer of 1917, otherwise, our overseas trade would 
have been seriously handicapped. I must point out, however, 
that while the Government has thus been making advances to 
assist in the payment of British purchases in Canada, Great 
Britain has been paying for Canada the upkeep of her troops 
in Great Britain and France, and sundry other Government 
accounts. These payments by the Imperial Government for 
Canada have been to date $100,000,000 less than the payments 
made for Great Britain by the Canadian Government, and 
there is that amount to our credit in this open account to-day. 

That is strictly the Government’s financial position in 
respect to war and trade for this year. It might be interesting 
to consider the economic position of the people of Canada out- 
side of the Government. The position of the people of the 
country, apart from the Government, is surrounded with addi- 
tional difficulties. They must meet an adverse balance of 
inerchandise trade with the United States, and also the prin- 
cipal and interest of maturities there. They must as well pay 
for imports from Great Britain, which last year amounted to 
$81,000,000, notwithstanding we are the creditor country; and 
they must pay the interest owed by our people to people in 
Great Britain, and which amounts to about $135,000,000 annu- 
ally. The combined commitments of the Government and the 
people are, therefore, abnormal and substantial by reason of 
the conditions I have outlined. 


Relatively, our position during the whole of the last fiscal 
year was less onerous than it is at present. In the early part 
cf 1917 Great Britain was able to pay for some of her pur- 
chases, and, in addition, Canada was permitted to borrow 
money from the United States to the extent of $185,000,000, 
which assisted in reducing our adverse balance with that coun- 
try. In 1918, as far as one knows at present, we are prohibited 
from selling securities of any kind in the United States, and 
to that extent we are at a disadvantage this year in the settle- 
ment of our American purchases, and, of course, Great Britain 
is unable to pay directly for any portion of her Canadian pur- 
chases, 

The experience of all nations during the war teaches us 
that all problems change as we approach them. We may yet, 
during the present year, be permitted to sell in a restricted way 
securities in the United States. The United States may buy 
more from us during this year, on account of war and other 
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purposes, than she did last year. I believe she will. We may, 
during the year, and should, as a people, buy less of the United 
States of non-essential articles. Great Britain may arrange 
with us to pay in pounds sterling for what merchandise our 
people buy from her, and what Canadians owe her people for 
interest; the Government collecting here under suitable 
arrangements the interest and merchandise accounts due the 
people of Great Britain by our people, and with the proceeds 
buying additional Canadian products and shipping them over- 
seas. At any rate, there, in rough outline, is the problem of the 
Canadian people today in carrying on our part of the war, and 
in part our trade and commerce, and making possible the pro- 
ductions and activities of the manufacturer, farmer, fisherman 
and lumberman; and such, in part, is the method employed in 
bringing about that end. 


With these facts before the House, it might be interesting 
te consider what, directly and indirectly, are the commitments 
of the Government for this year. Approximately we must 
provide: 

Por Civil Budget’ .d.steewaneseeies re cewse es $230,000,000 
For War Expenditurey gas -ene ns eee sees es 425,000,000 


For advances to the Imperial (Government for 
financing in part our export trade with 


Groat. Britain ciao eee Jes 5302s eis ees 325,000,000 

A RD as os a oso. de a eR ats phe ing ae here $980,000,000 $980,000,000 
To discharge this there will be :— 

Fo o169 3 a Pe foe oe Oe eee meee $270,000,000 


Advances by Great Britain to pay for main- 
tenance of Canadian troops overseas, 


EGY od 6 és cc ater aes ee ee eae ed ene 300,000,000 
Unexpended balance of Victory Loan as of 
March’ 31, 1918" (Seep cee reece 130,000,000 


$700,000,000 $700,000,000 
leaving a probable balance for 191819 of ..:............. . $280,000,000 


to be provided from loans in Canada or elsewhere if possible. 
This is not inclusive of our commitments for expenditure on 
account of the purchase of railway equipment and Canadian 
Northern Railway maturities. The latter we hope to extend 
upon small payments of principal under powers which we are 
asking of Parliament this year, and the railway equipment, it 
is expected, will be financed largely by the issue and sale of 
equipment securities. The figures which I have given are 
possibly not exhaustive of either income or outgo; I merely 
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wished to show by a few figures, approximately only, the 
dimensions of the Budget of this country. 


I have detained the House perhaps at too great a length 
in a statement as to how our war and in part our trade is 
tinanced. I wanted to make clear that if we are to continue 
our part in the war, and maintain our overseas trade at its 
present dimensions, the people of Canada must loan to the Goy- 
ernment the money to accomplish that end. That is, they must, 
year after year, purchase Victory Bonds. There is no other 
way of accomplishing it. It cannot be obtained elsewhere. We 
inust rely on our own capital and labour, so far as one can see, 
to carry on our present war and trade programme. I cannot 
too strongly state the imperative necessity of the Government 
borrowing from our own people, and the imperative duty of 
cur own people to loan to the Government. No person can too 
strongly impress this view upon our country. This obligation 
rests upon all classes and upon every citizen. To enable our 
people to do this, it is necessary that they continue to produce 
wealth. The production of wealth means an excess of produc- 
tion above our own wants. We must continue to produce, and 
if possible in greater quantities, by a more effective mobiliza- 
tion and utilization of our man and woman power, notwith- 
standing the fresh requirements of our army for man-power, 
und the many other difficulties confronting us. And we must 
economize in every way. Primarily, saving is not a question 
of money. It is rather a question of saving the things that 
money will buy. The less we consume of that which we pro- 
duce the greater the surplus we shall have to sell abroad. The 
more we save of our productions and of our services the better 
able shall we be to meet our increasing taxation, and the greater 
the power of our people to purchase Government bonds. Of 
our imports from the United States, there is a great volume of 
non-essential commodities, and luxuries. If we all ceased to 
buy of these, our adverse trade balance with the United States 
would be partially redressed, the cost of remittances for our 
essential imports from the United States would be less, and 
the cost of these essentials would be that much less to our 
importers and consumers, while a greater surplus would be 
available for payment of taxation and loans to the Government. 
We must learn to dispense with luxuries, and possibly with 
some of the things which we have hitherto regarded as neces- 
sities. In order to reduce this class of imports, it may become 
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necessary to control the same by the licensing system. I am 
merely pointing out that which should be the aim and the pur- 
pose of the state and its citizens and which becomes more clear 
as the war is prolonged. I do not think it can be justly said 
that the Canadian people have altogether failed in this respect, 
notwithstanding the many temptations which a war prosperity 
has brought to us. An investment of over $700,000,000 in 
Canadian Government securities by Canadians is indisputable 
evidence of production and thrift, but better still, a token of 
stability, law and order in the days to come. The increase in 
our bank deposits is likewise an evidence of economy on the 
part of our people. I feel I am not subjecting myself to sound 
criticism when I say we can do better, and in very fact we 
must. In other respects are our people to be commended. In 
our expanding trade and commerce one might well have looked 
for a period of speculation that would have later spelled dis- 
aster, but there has been no speculation in lands or stocks, 
municipalities have curtailed expenditures as they all should 
do, building operations have been restricted to our wants, our 
financial institutions occupy a strong position, our currency 
is upon a sound basis, and the expansion of our industries can 
hardly be said to be unsound. 


TAXATION. 


I now approach a consideration of the matter of taxation. 
It is the function of Government to secure from the people, 
from time to time, such revenue as will meet ordinary expend- 
iture and as much more as necessity and wisdom dictate. It 
will always, I presume, be a debatable question what portion 
of war expenditures should be paid from current taxation, but 
any principle is subject to variation according to the period 
over which the war is prolonged, the volume of expenditure and 
the population and resources of a country. Again, inevitably 
there must be wide differences of opinion as to the form and 
degree of taxation that shall prevail. One might safely say 
that no system of taxation should be in force which has a 
repressive effect on production and trade, or as some one has 
said, no tax should paralyse industry of any kind, hamper 
enterprise, or breed discontent among our people, but that none 
should be avoided which are essential to provide the revenue 
required and that will distribute the incidence of taxation as 
equitably as conditions and experience dictate. Again, it is 
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claimed, and with considerable force, that excessive taxation 
will deplete the source for investment in Government War 
Bonds which we must possess. It is comparatively easy to 
enunciate such principles as applicable to taxation, but in the 
trying circumstances and conditions which confront us it is a 
difficult task to provide any, general scheme of taxation which 
shall completely fall within the rules I have just outlined. We 
are confronted by conditions, not theories. Many accepted 
economic principles of trade and taxation are by force of con- 
ditions impossible of application to-day. It is further to be 
cbserved about taxation that whether you increase or decrease 
any taxation it is becoming exceedingly difficult to determine 
whether the purposes of revenue shall be accomplished or not. 
With the limitations and restrictions in export and import 
trade and even upon productions throughout the entire world, 
with embargoes, licenses and fixation of prices with the trans- 
portation agencies of most countries largely under govern- 
mental control, and subject to traffic priorities; with increas- 
ing production costs, increasing wages, and contracting labour 
markets; with the tremendous demand for raw materials for 
war purposes, and with problems of exchange, one would be 
bold indeed to prophesy the course of the currents of our trade 
and commerce from day to day, or the net results and effects 
of any taxation proposals. 

For the reasons which I have just stated, and others, I 
should not be surprised to find at the end of the fiscal year a 
considerable reduction in revenue from Customs and Excise 
as compared with last year and upon the present rates. The 
prohibition of the importation of spirits and beer during the 
war will alone entail an annual loss to revenue of over $15,- 
000,000. With increasing interest and pension charges, due 
to war, we must, of necessity, from time to time, impose fresh 
taxation to supplement our revenues. 

Since Parliament last met, and during the recess, two 
taxation measures were enacted by Order in Council. These 
relate to the Canadian Pacific railway and to the meat packing 
and cold storage industry. Copies of these Orders in Council 
have been laid upon the table of the House, but I might be 
permitted, in fact it is perhaps my duty, to state to the House 
the effect of these taxation measures, 

By the Order in Council, which is effective during the war, 
from January 1, 1918, we shall receive from the Canadian 
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Pacific Railway one-half of the net earnings of that company 
from its railway operations after payment of fixed charges and 
dividends and as well the income tax on the company’s special 
income received from sources outside of railway earnings. It 
is further provided that the total amount to be paid each year 
shall not be less than the amount which the net earnings exceed 
the earnings for the year ending December 31, 1917, due to 
the increase in freight and passenger rates granted by the 
Order in Council of December 26, 1917, and further, it shall 
not be less than the company’s net earnings in any year from 
railway operations, in excess of ten per cent on its common 
stock up to $7,000,000. ‘We estimate a revenue of $7,000,- 
Y00 and possibly more from this source this year. In respect 
of the Order in Council relating to the packing industry, it is 
provided that the packers shall retain in addition to 7 per 
centum per annum upon the invested capital one-half of any 
excess up to fifteen per cent, the balance being payable to the 
Receiver General. The revenue to be derived from this source, 
is of course dependable on the volume of business carried on 
during the year by the industry and the profit, which is hardly 
capable of estimate at the moment. 


Mr. MURPHY: That Order in Council was not retro- 


active 7 


Mr, A. K. MACLEAN: I do not think that Order in Coun- 


cil was retroactive. 


The Business Profits War Tax Act 1916 is not applicable 
to this calendar year unless clause three of the Act is revived, 
which we propose doing. From this tax we received of revenue 
$12,506,516 the first year, and $21,271,283 the second year. 
Tor the third accounting period of 1917, the returns are only 
receivable on or before the first of July, 1918. A safe estimate 
of revenue for that period is $25,000,000, which if realized 
will make a total of $58,771,799 received from the Business 
Profits War Tax for the three accounting periods. It is pro- 
posed to amend clause five of the Act, which limits the busi- 
nesses to be taxed to those employing capital to the amount of 
$50,000 and over. The amendment will provide that busi- 
nesses employing capital of $25,000 and up to $50,000 shall 
be subject to taxation, but at a lower rate. The rate of taxa- 
tion shall be twenty-five per cent of the amount by which the 
profits exceed ten per cent, the rate being applicable alike to 
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incorporated companies and any other business employing the 
stated amounts of capital. 


Important amendments.to the Income Tax Act are proposed. 
The exemption in the case of unmarried persons is to be reduced 
from $1,500 to $1,000 and for married persons from $3,000 
to $2,000, the rate to be two per cent from $1,000 and up to 
$1,500 in the case of unmarried persons and widows, or 
widowers without dependent children, and two per cent from 
$2,000 and up to $3,000 in the case of all other persons. 


The present supertax is to be continued as at present up to 
incomes of $50,000, at which point a new classification and rate 
is proposed, and which is as follows: From $50,000 and up to 
$75,000, fifteen per cent; from $75,000 and up to $100,000, 
twenty per cent; from $100,000 and up to $200,000, twenty-five 
per cent; from $200,000 and up to $400,000, thirty per cent; 
from $400,000 and up to $600,000, thirty-five per cent; from 
$600,000 and up to $800,000, forty per cent; from $800,000 
and up to $1,000,000, forty-five per cent; and all over $1,000,- 
000, fifty per cent. 


In addition to the normal tax and supertax, it is proposed 
during the war to enact a war surtax, assessable up to and 
inclusive of the calendar year in which the war ends, upon the 
tax payable, as follows: On incomes from $6,000 to $10,000, 
five per cent; on income in excess of $10,000 and not exceeding 
$100,000, ten per cent; on income in excess of $100,000, and 
not exceeding $200,000, fifteen per cent, and upon all incomes 
in excess of $200,000, thirty-five per cent. 


At the last session of Parliament the Minister of Finance 
was strongly urged to provide an exemption for each child in 
the family of a married person liable under the Income Tax 
Act. During the recess, and before he left Ottawa in January 
last, he had given careful consideration to these representations, 
and he concluded that some exemption in such cases should be 
made. Accordingly, an amendment to the Act is to be submit- 
ted providing for an exemption of $200 for each child under 
the age of sixteen years. This amendment is not retroactive, 
and is not applicable to the Income Tax payable for the year 
OTe 

The Corporation Income Tax, now four per cent, is to be 
increased to six per cent. Other minor amendments are pro- 
posed, but I need not detain the House with them at this time. 
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The computation of the Income Tax is difficult, and in order 
that the House may clearly understand the effect of the pro- 
posed amendments, I shall illustrate the same by a statement 
showing the present and proposed tax payable in the case of a 
married person. The first figure I shall read shall be the 
income, next the present taxation, and lastly the proposed 
taxation. 


Married Persons. Married Persons. 

Income. Present Tax. Proposed Tax. 
3,000 Nil 20 
6,000 120 140 
10,000 360 392 
20,000 1,260 1,382 
30,000 2,460 2,702 
50,000 5,260 5,782 
75,000 if 10,000 11,007 
100,000 14,760 17,607 
200,000 43,760 50,957 
400,000 101,760 142,757 
500,000 130,760 195,407 
600,000 159,760 248,057 
800,000 217,760 366,857 
1,000,000 275,760 499,157 
2,000,000 565,760 1,228,157 


We propose to increase the excise duties payable on manu- 
factured tobacco from 10 cents to 20 cents per pound; on cigars 
from $3 to $6 per thousand; on cigarettes from $3 to $6 per 
thousand ; on foreign raw leaf tobacco from 28 cents to 40 cents 
per pound; on foreign raw leaf tobacco, stemmed, from 42 cents 
to 60 cents per pound. ‘We also propose to establish an excise 
duty of 5 cents per pound on raw leaf tobacco grown in Canada, 
allowing the Canadian grower a sufficient quantity for his own 
use without payment of duty thereon. 

We also deem it expedient to place a Customs tax of ten 
cents per pound upon tea. The importations of tea for con- 
sumption in Canada amount to about thirty million pounds per 
year, a per capita consumption of a little more than four pounds 
per annum. An excise duty of 10 cents per pound shall also be 
imposed on all tea held by importers and dealers, on the 30th 
day of April, instant, and on that day unsold, in excess of one 
thousand pounds. The importations of tea during the past 
three months have been equal to half the importations for the 
year 1917. 

The imposition of a specifie duty of 10 cents per pound on 
tea, necessitates changes in the Customs duties upon coffee and 
chicory, in order to place the taxation upon these articles on a 
parity with the taxation upon tea. The principal change in the 
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taxation upon coffee relates to green coffee. The Customs tariff 
upon green coffee is, British Preferential Tariff, 24 cents per 
pound, and General Tariff, 3. cents per pound. It is proposed 
that the British Preferential Tariff be 5 cents and the General 
Tariff 7 cents per pound. The coffee tariff items are covered 
by the West Indies Agreement and the Preferential rate for 
coffee from the West India Islands, which were parties to the 
agreement, must be at least 20 per cent below the General Tariff 
vate. This has been provided for in the several tariff changes 
in respect of coffee. Changes in the Customs rate of duty pay- 
able on tobacco, cigars and cigarettes, compensating for the 
increases in the excise tax upon these articles, will be submit- 
ted. 

It is also proposed to increase the duties payable on beverages 
which require malt, rice or corn in their manufacture and when 
containing not more than 24 per centum of proof spirit. The 
present rate of duty upon this commodity is 173 per cent, plus 
the War Tariff Rate of 74 per cent, or about 25 per cent 
ad valorem, and it is proposed to raise the rate of duty to 40 per 
cent ad valorem. 

The resolutions which I shall submit at the close of my 
remarks will provide for the repeal of the special war tax rates 
on sleeping car berths, and shall substitute the rate of 10 per 
cent of the price paid for each berth, with a minimum rate of 
25 cents; and for the increase from 5 cents to 10 cents of the 
tax on parlour car seats; they shall provide for an excise tax of 
1 cent per hundred on matches, or fractional parts thereof; an 
excise tax of 8 cents on each pack of playing cards; and a 
specific rate of Customs duty of 5 cents per lineal foot upon 
moving picture films. 

The resolutions shall also provide for a special war excise 
tax of 10 per cent upon the selling value of automobiles, 
jewellery, gramophones, graphophones, phonographs, talking 
machines, mechanical piano and organ players and records 
when imported into or manufactured in Canada. The tax 
upon automobiles is applicable to all imported into or manu- 
factured in ‘Canada and unsold this day. Such are the taxation 
proposals, and other than I have stated no tariff changes are 
proposed. 

In conclusion, let me say that we may safely look to the 
future with courage and fortitude. Happy are our conditions 
ia comparison with those of the belligerent countries of Europe. 
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Armies do not contend for mastery upon our soil. Our unde- 
veloped resources are tremendous. Immigration has been tem- 
porarily arrested, but shortly after the war we shall resume our 
growth of pre-war days and our financial burdens shall not then 
appear so onerous. We have assumed enormous responsibilities 
and we shall discharge them in the manner befitting our coun- 
(ry, our cause and our race. The future of our country as well 
as the fate of civilization and democratic institutions will 
depend upon the result of this war, and no price is too high to 
pay for victory. We have already played a distinguished and 
noble part in the titanic struggle of the warring nations, and it 
shall not diminish for the lack of resources to be furnished by 
our people. We shall face coming events not without anxiety, 
not without a clear realization of our task, but with a strong 
resolve to use our strength to the utmost, confident that our 
Canadian people will patriotically and cheerfully provide for 
our expenditures, and the ways and means to support and sus- 
tain our gallant army in its stand for the political institutions 
which we cherish and which we pray shall not perish from the 
earth. 
RESOLUTIONS. 


I beg to give notice that upon the House resolving itself into 
committee I shall move the following resolutions :— 


1. Resolved, that it is expedient to amend Schedule A to The Cus- 
toms Tariff, 1907, as amended by Chapter 5 of the Acts of 1914, second 
session, and ‘by Chapter 3 of the Acts of 1915, and to strike thereout 
tariff items :— 

24, 25, 25a, 26, 27, 28, 28a, 29, 29a, 145, 144, 145, the several enumera- 
tions of goods respectively and the several rates of duties of Customs, 
if any, set opposite each of the said items, and to provide that the 
following items, enumerations and rates of duties be inserted in said 
Schedule A:— 


British 
Tariff Preferential Intermediate General 
Items. Tariff. Tariff. Tariff. 


24 Chicory, raw or green, per pound 5 cents. 7 cents. 7 cents. 
25 Chicory, kiln-<lried, roasted or 

ground, per pound ............ Boa S LO Dea ated 
25a Coffee, extract of, n.o.p., and 

substitutes thereof of all kinds, 

per pound | saps. ee Oe ne: Lz I 
26 Coffee, roasted or ground, and all 

imitations thereof and substi- 

tutes therefor, including acorn 

nuts, n.0.p., per pound ...... tress ps se: Le et" 
27 Coffee, roasted or ground, when 

not imported direct from the 

country of growth and produc- 

tion, "per Mound | 2.2. 2.e. seek eas eee. Lo; 3 
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British 
Tariff Preferential Intermediate General 
Items. Tariff. Tariff. Taxiit. 


28 Coffee, green, imported direct 

from the country of growth and 

production, and green. coffee 

purchased in bond in _ the 

United Kingdom, per pound.. 5 cents. 7 cents. 7 cents. 
28a Tea imported direct from the 

country of growth andi produc- 

tion, and tea purchased in 

bond in the United Kingdom, 


}SCSDR UR OLOWDHOKOL meee Anes aa aia a aoe LOE ts Ones 10> 
When in wrappings, cartons or 
packages weighing five 


pounds or less the weight of 
the wrappings, cartons or 
other packages to be includ- 
ed in the weight for duty. 


29 Coffee, green, n.o.p., per pound.. 5 “ ip yeas Ts ie 
and 74 p.c. 10 p.e. 10 p.c. 
29a, Tea, 1.0:p.,, per pound .......... 10 cents. 10 cents. 10 cents. 


and10 p.c. 10 p.e. 10 p.c. 

When in wrappings, cartons 

or other packages weighing 

five pounds or less the 

weight of the wrappings, car- 

tons or other packages to be 

included in the weight for 

duty. 

143. Cigars and: cigarettes, the weight 
of cigars to include bands and 
ribbons, and the weight of 
cigarettes to include the paper 


covering, per pound .......... $4.10 $4.10 $4.10 
and 25 p.c. 25 p.c. 25 p.c. 
144 ‘Cut tobacco, per pound ........ 95 cents. 95 cents. 95 cents. 
145 Manufactured tobacco, n.o.p., 
and enuitin. per poumdees ee. - OQ. Fe 9075 => SOY 


147a Beverages in the manufacture of 

which malt, rice or corn is 

used when containing not 

more than two and one-half 

per centum of proof spirit.... 25 p.e. 40 /p.c. 40 p.c. 
657a ‘Cinematograph or moving  ic- 

ture filme, positives, one and 

one-eighth of an inch in width 

and over, per linear foot...... 33 cents. 6 cents 5 cents. 


2. Resolved, that it is expedient to provide that the provisions 
of the foregoing resolutions shall be deemed to have come into opera- 
tion on the first day of May, one thousand nine hundred and eighteen, 
and to apply and to have applied to all goods mentioned in the fore- 
going resolutions imported or taken out of warehouse for consump- 
tion on and after that day, and to have also applied to such goods 
previously imported for which no entry for consumption was made 
before that day. 

1. Resolved, that it is expedient to impose, levy and collect on 
tobacco and cigars manufactured in Canada the following duties of 
EXCISE -— 
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(a) On all chewing and smoking tobacco, fine-cut, cavendish, 
plug or twiet, cut or granulated, of every description,—on tobacco 
twisted by hand or reduced into a condition to ‘be consumed or in any 
manner other than the ordinary mode of drying and curing, prepared 
for sale or consumption, even if prepared without the use of any 
machine or instrument and without being pressed or sweetened,—and 
on all fine-cut shorts and refuse scraps, cuttings and sweepings of 
tobacco made from raw leaf tobacco or the product in any form, other 
than in this Act otherwise provided, of raw leaf tobacco, twenty cents 
per pound, actual weight; 

(b) On common Canada twist, when made solely from tobacco 
grown in Canada, and on the farm or premises where grown, by the 
cultivator duly licensed therefor, or in a licensed tobacco manu- 
factory, twenty cents per pound, actual weight; 


(ec) On all snuff made from raw leaf tobacco, or the product in 
any form of raw leaf tobacco or any substitute for tobacco, ground, 
dry, scented or otherwise, of all descriptions, when prepared for use, 
twenty cents per pound, actual weight; 


(d) Snuff flour, when sold or removed for use or consumption, 
shall pay the same duty as enuff, and shall ‘be put up in packages 
and stamped in the same manner as herein prescribed for snuff com- 
pletely manufactured, except that snuff flour not prepared for use, but 
which needs to be subjected to further processes, \by sifting, pickling, 
scenting or otherwise, before it is in a condition fit for use or con- 
sumption may be sold by one tobacco manufacturer directly to another 
tobacco manufacturer, and without payment of the duty, under such 
regulations as are provided in that ‘behalf by the department; 


(e) On cigars of all descriptions, made from raw leaf tobacco, or 
any substitute therefor, six dollars per thousand; 


(f) On all cigars, when put up in packages containing less than 
ten cigars each, seven dollars per thousand; 


(zg) On cigarettes made from raw leaf tobacco or any substitute 
therefor, weighing not more than three pounds per thousand, six dol- 
lars per thousand; 

(h) On cigarettes made from raw leaf tobacco or any substitute 
therefor, weighing more than three pounds per thousand, eleven dol- 
lars per thousand; 

(i) On all foreign’ raw leaf tobacco, unstemmed, taken out of ware- 
house for manufacture in any cigar or tobacco manufactory, forty 
cents per pound, computed according to the standard of leaf tobacco 
as hereinbefore established; 

(j) On all foreign raw leaf tobacco, stemmed, taken out of ware- 
house for manufacture in any cigar or tobacco manufactory, sixty 
cents per pound, computed according to the standard of leaf tobacco 
as hereinbefore established; 

(2) In all tobacco manufactories where less than fifty per cent of 
Canadian raw leaf tobacco is-used, and where ten per cent, or more, 
of other materials ie used, such materials shall ‘be subject to a duty 
of twenty-three cents per pound actual weight. 


2. Resolved, that it is expedient to provide that no person shall 
grow tobacco in Canada in excess of the amount or for purposes other 
than those mentioned in section three hundred and twenty-five of the 
Inland Revenue Act without a license, that a fee of two dollars be 
paid for such licenee and that a tax of five cents a pound tbe collected 
on all tobacco grown with the exception aforesaid. 


3. Resolved, that any enactment founded on the preceding resolu- 
tions shall be deemed to have come into force on the first day of May, 
nineteen hundred and eighteen. 
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Resolved, that it is expedient to amend The Special War Revenue 
Act, 1915, and to provide that the tax to be paid by purchasers of a 
berth in a sleeping car be increased to ten per cent of the price for 
each ‘berth, but in no case shall the tax be less than twenty-five 
cents for each berth and that the tax for a seat in a pullman or par- | 
lour car be increased to ten cents for each seat; that the definition of 
the word “Consumer ”’ be amended so as to include a person who ‘buys 
the articles mentioned for any purpose; that medicinal preparations 
and compositions excepted at the end of section fourteen be limited to 
those sold under the name used for them in the publications men- 
tioned in the said section or any preparation manufactured and sold 
exclusively for the medical profession and on the labels of which no 
claim is made that the preparation has medicinal or curative powers 
or any description as to the amount that constitutes a proper dose; 
that manufacturers and importers of matches and playing cards be 
required after the thirtieth day of April, 1918, to affix to each package 
of matches and playing cards an adhesive stamp of the value of one 
cent for each one hundred matches or fractional part thereof in a 
package and of the value of eight cents on each package containing 
not more than fifty-four playing cards, and that such stamps be placed 
upon all packages of matches and playing cards held by dealers for 
sale on the first day of July, 1918, and that such stamps need not be 
affixed to packages of matches or playing cards manufactured for 
export; that there be levied a war excise tax equal to ten \per cent 
upon automobiles, gramophones, graphophones, phonographs, talking 
machines, cylinders and records therefor, mechanical piano and organ 
players and records therefor, articles commonly or commercially 
known as jewellery, whether real or imitation, for adornment of the 
person, when manufactured or imported after the thirtieth day of 
April, 1918, on the duty paid value when imported and on the price 
when manufactured and sold, provided that such war excise tax shall 
not be payable when the articles are manufactured for export or in 
the case of jewellery where the total amount of jewellery manu- 
factured by any one person does not exceed the value of one thousand 
dollars in any calendar year; that a war excise tax be collected upon 
all automobiles and jewellery imported into Canada for sale or manu- 
factured in (Canada on or ‘before the thirtieth day of April, 1918, and 
which on that day have not been sold to bona fide users, of ten per 
centum of the amount of the duty paid value when imported and of 
ten per centum of the price when they have been manufactured and 
sold in Canada, but that no war excise tax be collected upon the 
same when manufactured for export in accordance with regulations; 
and that no war excise tax be collected on jewellery imported or 
manufactured and uneold on the thirtieth day of April, 1918, where 
the total duty paid value or price of the entire stock of the same held 
by any one person does not exceed one thousand dollars; and that 
there be levied a war excise tax of ten cents per pound on all tea 
entered at Customs on or before the thirtieth day of April, 1918, and 
held by importers or dealers and which on that day had not been 
sold, where the stock of such importers or dealers exceeds one thou- 
sand pounds. 


Resolved, that it is expedient to amend The Business Profits War 
Tax Act, 1916, and to provide that paragraph (ce) of Section three be 
repealed; that any business having a capital of not less than twenty- 
five thousand dollars and under fifty thousand dollars shall pay a tax 
of twenty-five per centum of the amount of the profits exceeding ten 
per cent per annum upon the capital; that the amount paid or pay- 
able under the provisions of \Part 1 of The Special War Revenue Act, 
1915, and the Income Tax Act, 1917, shall be deducted from the amount 
payable under the provisions of the above Act, and that computing 
the profits of such no taxpayer shall include any tax paid under the 
said Acts in the expenses of his business; that the amount of capital 
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in the excepted business mentioned in Paragraph (a) of section five 
of the Business Profits War Tax Act, 1916, be reduced from fifty 
thousand dollars to twenty-five thousand dollars; that dividends paid 
during the accounting period shall be considered as a reduction of 
the unimpaired reserve, rest or accumulated profits; that the provi- 
sions of section three of the last-mentioned Act be continued in force 
to the thirty-first day of December, 1918. 


Resolved, that it is expedient to amend the Income War Tax Act, 
1917, and provide that “dependent child” shall mean a child under 
twenty-one years of age and dependent on its parent for support or 
over twenty-one and dependent on its parent for support on account 
of physical or mental incapacity; that paragraph (b) of section three 
be repealed and that an exemption of two hundred dollars be allowed 
for each dependent child under sixteen years of age; that paragraph 
(d) of section three be amended by striking out the words “ or from 
the net earnings’’; that subsections one and two of section four be 
repealed and that it be provided that there shall be assessed, levied 
and paid upon the income during the preceding year of every person 
residing or ordinarily resident in Canada or carrying on any business 
in Canada and upon the income received by any person from any 
source within Canada the following taxes :— 

(a) two per centum upon all incomes exceeding one thousand dol- 
lars but not exceeding fifteen hundred dollars in the case of unmarried 
persons and widows or widowers without dependent children, and 
exceeding two thousand dollars but not exceeding three thousand 
dollars in the case of all other persons; four per centum upon all 
incomes exceeding fifteen hundred dollars in the case of unmarried 
persons and widows or widowers without dependent children, and 
exceeding three thousand dollars in the case of all other persons; 


and in addition thereto, 

(b) two per centum upon the amount by which the income exceeds 
six thousand dollars and does not exceed ten thousand dollars; and 

(c) five per centum upon the amount by which the income exceeds 
ten thousand dollars and does not exceed twenty thousand dollars; and 

(d) eight per centum of the amount by which the income exceeds 
twenty thousand dollars and does not exceed thirty thousand dollars; 
and 

(e) ten per centum of the amount by which the income exceeds 
thirty thousand dollars and does not exceed fifty thousand dollars; and 

(f) fifteen per centum of the amount by which the income exceeds 
fifty thousand dollars and does not exceed seventy-five thousand dol- 
lars; and 

(g) twenty per centum of the amount by which the income exceeds 
seventy-five thousand dollars and does not exceed one hundred thou- 
sand dollars; and 

(h) twenty-five per centum of the amount by which the income 
exceeds one hundred thousand dollars; and does not exceed two hun- 
dred thousand dollars; and 

(i) thirty per centum of the amount by which the income exceeds 
two hundred thousand dollars and does not exceed four hundred thou- 
sand dollars; and 

(j) thirty-five per centum of the amount by which the income 
exceeds four hundred thousand dollars and does not exceed six hun- 
dred thousand dollars; and 

(k) forty per centum of the amount by which the income exceeds 
six hundred thousand dollars and does not exceed eight hundred 
thousand dollars; and 

(]) forty-five per centum of the amount by which the income 
exceeds eight hundred thousand dollars and does not exceed one mil- 
lion dollars; and 
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(m) fifty per centum of the amount by which the income exceeds 

ne million dollars; 
and in addition thereto the following surtax, 

(n) five per centum of the tax payable upon income in excess of 
six thousand dollars but not exceeding ten thousand dollars; 

(o) ten per centum of the tax payable upon income in excess of 
ten thousand dollars but not exceeding one hundred thousand dollars; 

(p) fifteen per centum of the tax payable upon income exceeding 
one hundred thousand dollars but not exceeding two hundred thou- 
sand dollars; 

(q) thirty-five per centum of the tax payable upon income exceed- 
ing two hundred thousand dollars; 
that corporations and joint stock companies, no matter how created 
or organized, shall pay six per centum upon income exceeding three 
thousand dollars, but shall not be liable to pay the supertax; that the 
minister may permit any corporation or joint stock company the fiscal 
year of which is not the calendar year, to make a return and to have 
the tax payable by it computed upon its income for the twelve months 
ending with its last fiscal year preceding the date of assessment; that 
section five be amended by exempting the incomes or such portion of 
the incomes of judges and retired judges as comes within the provisions 
of subsection three of section twenty-seven of the Judges Act and the 
incomes of incorporated companies whose business and assets are 
carried on and situate entirely outside Canada. 
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DELIVERED BY 


HON. SIR THOMAS WHITE, M. P. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, THURSDAY, JUNE 5, 1919 


WAYS AND MEANS—THE BUDGET. 
Hon. Sir THOMAS WHITE (Minister of Finance) moved: 


That the Speaker do now leave the Chair for the House to go into 
Committee of Ways and Means. 

He said: Mr. Speaker, this motion affords me the oppor- 
tunity of presenting the Budget for the consideration of the 
House. It is usual in such presentation to deal with the 
important tepics of the financial position of the Dominion, the 
condition of our trade,. domestic and foreign, the state of our 
revenues and expenditures for the past and, so far as can be 
estimated, for the coming year, and to submit the fiscal 
measures which the Government deems essential having regard 
to the situation disclosed. 

This is the general course along which my remarks of to-day 
will proceed, but in view of the special circumstances in which 
Canada in common with the rest of the world finds itself, I 
hope I may be pardoned if I dwell upon the various subjects 
which I have mentioned at somewhat greater length, and in 
more detail, than has been my custom in previous Budgets which 
I have had the honour to present to Parliament. 

The war is over and all nations are engaged in counting the 
cost, estimating the condition in which their finance and 
trade have been left after the fiery tempest which has passed 
over the world, and devising ways and means to repair the ruin 
which has been wrought. . 

It seems to me that what the House and the people of Canada 
will first desire to learn from the Budget speech will be what 
has been the cost of the war to Canada, what is our present 
financial position, what it will be when demobilization has taken 
place and our war expenditure is completely at an end, and 
what are the additional annual charges which must be met as 
the reeult of the war. 
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To these topics I shall first address myself. The fiscal year 
of the Dominion closes on March 31st. According to our system 
some time is required for the completion of the services and 
bringing into account of all items attributable to the year 
closed on that date, but a fairly accurate forecast may be given 
of what the completed accounts will reveal. 


COST OF THE WAR. 


With regard to the cost of the war to the Dominion, the 
books of the Finance Department show as of March 31 last a 
total principal war expenditure of $1,327,273,848. The por- 
tions incurred in respect of the several years during the con- 
tinuance of the war are as follows: 

$ 60,750,476 for 1914-15 
$166,197,755 for 1915-16 
$506,488,814 for 1916-17 
$343,836,801 for 1917-18 
$450,000,000 for 1918-19 


Over the same fiscal period, namely from April 1, 1914, to 
March 31, 1919, the total expenditure upon ordinary account, 
that is to say, the current outlays of the Dominion in respect of 
it various services aggregated $832,757,589. The expendi- 
ture upon capital and other accounts for which by the practice 
of all our Governments provision might properly be made by 
borrowing, and for which assets of equivalent value were created 
for the permanent benefit of the people of Canada, amounted 
during the five years in question to $180,277,873. 

Leaving capital expenditure aside and applying the surplus 
available from our revenues over and above the amount required 
to meet current outlays it will appear that we have met the 
principal cost of the war from taxation to a total aggregate 
amount of $275,943,977. If we take into account the amount 
contributed during the five-year period for interest upon war 
debt and for pension charges the total paid from revenue on 
account of the war to March 31, 1919, is $438,293 248. 

Now let us approach the subject from another angle. Aside 
from the cost of the war and how that cost was met, the vital 
question before us to-day is what is the amount of the total net 
national debt of Canada and how does it compare with the net 
debt at the end of the fiscal year immediately preceding the war. 

On March 31, 1914, the net national debt was $335,996,850. 
On March 31, 1919, the net national debt was $1,584,000,000. 

There remains to be considered what further increase in the 
national debt will be made during the present fiscal year which 
will end on March 31, 1920. 

The war, so far as actual fighting is concerned, was termin- 
ated by the armistice of November 11 last; but the expenditures 
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connected with the maintenance of the Canadian Corps in Con- 
tinental Europe, their gradual return, first to England, and 
then to Canada, their demobilization here, and the provisions 
made by the Government by way of war gratuity to enable 
members of the Canadian Expeditionary Force to bridge over 
the period of their re-absorption into civil life have still con- 
tinued, and will continue over the greater part of the year. 

In reality the present year is, so far as expenditure is con- 
cerned, a war year. It is impossible to estimate accurately 
what our demobilization expenditure for 1919-20 will be, but 
we may be sure that it will not be materially less than $300,- 
000,000. 

There is a further important item of our war expenditure 
which must be taken into account but which at present it is not 
possible to estimate with accuracy. I mean the additional cost 
to Canada of our share of the increased expenditure for ammu- 
nition at the fromt from September 1, 1917, to the close of the 
war. 


NET NATIONAL DEBT. 


Assuming that we shall not be able, in view of the magnitude 
of our reconstruction programme, to pay any substantial part 
of our demobilization expenditure from revenue, we may 
calculate that when demobilization is complete and no further 
outlays are necessary on what I may call the principal of our 
war expenditure the total net debt of Canada will stand at not 
less than $1,950,000,000, or in round figures $2,000,000,000. 
This contrasts with, $335,996,850 the net debt of Canada at the 
end of the fiscal year 1914, The increase during the five-year 
war period is thus shown in round figures at $1,614,000,000. 

This then is the financial position so far as relates to the 
national debt. While the amount is large and averages over 
$220 per head of the population of Canada ut will be remem- 
bered that ‘Canada was in the war from the first day and that by 
comparison with the present net national debts of European 
governments including Great Britain, who were similarly par- 
ticipants in the conflict during its entire length, our position, 
having regard to relation of debt to number of population, and 
to national resources, must be regarded as distinctly more 
favourable. 

Mr. Speaker, I do not in the least desire to minimize the 
gravity of so great a debt as now confronts us on the threshold 
of the new era upon which we are entering. It will constitute a 
burden upon the people of Canada for generations to come. 
Fighting for the principles for which we stood we could not and 
did not count the money cost which is really the least part of our 
sacrifices in the war. The realization that at the greatest crisis 
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in all history when the fate of world freedom was trembling in 
the scale of destiny, this gallant country of eight million people 
put its all to the hazard in the mightiest of conflicts for the 
cause of truth and justice, will be the lofty inspiration to greater 
effort which will enable Canada to carry and ultimately 
extinguish the heavy obligations entailed by the war. 

What portion of this indebtedness and of the obligations we 
have incurred with respect to pensions and other services arising 
out of the war we shall be able, under the peace settlement, to 
obtain by way of indemnity from Germany and her Allies I 
am unable to say, but it would be imprudent to treat expectation 
in this regard as an asset upon which we may with certainty 
depend. It is better to face our debt and other war liabilities 
as they stand and assume that we must be prepared to bear their 
full burden by our own strength and from our own resources. 


OUR WAR LOAN ISSUES. 


_ In considering the subject of our national debt an important 
aspect from the viewpoint of its bearing upon our financial 
standing and credit is whether it is owed to our own people or 
abroad. While national debt, no matter where owed, is debt, 
it makes a great difference to national strength whether it is 
held within the country itself, that is to say, whether the people 
regarded in the aggregate owe it to individual members of the 
community holding their own Government’s securities, or 
whether it is owed to citizens of other nations. From the 
national standpoint a public debt owed to a nation’s own 
people is not nearly so serious an obligation as if owed abroad. 
The interest paid upon it is disbursed at home and remains part 
of the national resources. When the principal is paid there is a 
transfer of wealth from the Government to its own citizens 
which still remains an asset of the community viewed as a 
national unit. But if the debt is held abroad, every interest and 
principal payment diminishes the resources of the debtor nation 
and increases those of the creditor nation. In this respect and 
bearing especially in mind the fact that before the war Canada’s 
borrowing for federal, provincial, municipal and business pur- 
poses was principally in Britain and the United States and not 
in Canada, the situation as to our national debt may be regarded 
with satisfaction. 

In round figures the total outstanding securities of the 
Dominion Government are held as follows:-in Great Britain, 
$362,700,000; in the United States, $150,873,000; in Canada, 
$1,510,000,000. 


Some hon. MEMBERS: Hear, hear. 
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Sir THOMAS WHITE: There is another gratifying feature 
of our finance to which I feel I should refer, and that is the 
dates of maturity of our outstanding obligations. Disregarding 
any debt in Britain, which is funded over long periods and 
will present no difficulty as to renewals, the position of our 
principal maturities in Canada is as follows: 


War Savings Certificates maturing 1920-21.. .. .. .. $ 11,604,338 
5% Debenture Stock maturing Oct. Ist, 1919.. ..... -- 896,500 
54% Debenture Stock maturing June Ist, 1919. $2,133,300 
maturing June Ist, 1920.. .. .. .. ..°.. 391,700 
maturing June Ist, 1921.. .. .. .. .. -. -- 376,700 
-— 2,901,700 
Ist War Loan maturing 1925... .. <2. .6 «+ +5 2. 22 « 43,933,900 
9nd War Loan maturing 1931.. .2 .. 22 22 ++ oe we ee 54,689,900 
Srd. War Loan maturing 193Ts. wcee oe sn Hebe ee ee 92,652,800 
4th War Loan maturing 1922.. .. .. .. ..$206,256,250 
ee a) T927% 2c, oe. oe e- 6024245000 
= 3 TASTE, 2.66 28 ee 246:413'000 
—————__ 518,393,800 
5th War Loan maturing 1923.. .. .. .. ..$218,346,000 
$ *f TOS3h.. 62 ee ee ae) 407,200,000 
————__ 695,746,000 
31 Bond Loan maturing 1925-28.. .. .. .- 12,404,678 
44 Bond Loan maturing 1925-45.... -- -- 95,207,351 
———__ 107,612,029 


From this statement the House will see how necessary it was 
to issue long date securities even at war rates of interest. 1k 
we had to face the maturity of so vast a principal amount as 
is represented by our war borrowings in Canada within a period 
of five or ten years after the war, I may frankly say that the 
solution of such a problem would tax to the utmost the resource 
of any Minister of Finance. But with the various maturities 
spread ever so long a period of years, ample time is afforded 
to adopt whatever measures may be needed to meet the redemp- 
tion of each loan as it matures. 

In the United States our maturities are as follows :— 


August Ist, 1919). «. <2 28 2765 «a on <- -- $75,000,000 
April Ist, 1921... 2. 66 eee ee nae aa we oe 25,000,000 
April Ist,,..1926.~ me or ics-wike someones to's 25,000,000 
April Ist, 1931.. 2. ©. 22 10 ee ee oe oe oe oe 25,000,000 
August Ist, 19352... 6. 26 ve 25 2s se te 873,000 


As of March 31 last other short date Treasury Bills payable 
in Canada were outstanding with maturities as follows :— 


Oetobers], 919s.) sO eae nes gene bees . . $24,605,000 
October 1b, 1910.0 ea cercs eo oh oe Seder mbratEte pekOsUU 


On the same date our finanacial resources were as follows :— 


In Canadian banks.. .. .. ..$ 135,000,000 


In Bank of Montreal, London.. < Ms, ss ak 10,000,000 
In Bank of Montreal, New York.. .. .. .. 4,414,047 
Amount to be reecived on account of last 
Victory: LOB.» 2. ah. 2s vagasee Giger ee 55,000,000 
Totals oS ie Sa Collet & erate ena 204,414,047 
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On account of this being, as respects expenditure, a war 
year, we shall have to float at least one further loan in Canada 
for purposes connected with the war and demobilization. Any 
necessary external financing to meet loans maturing outside of 
Canada will receive timely attention. 

As the aggregate of our war issues exceeds our net war 
expenditure it is to be pointed out that during the war we were 
enabled to make advances to Great Britain for her purchases 
in Canada to a greater extent than we availed ourselves of 
advances from the Imperial Government to meet our war ex- 
penditure in England and on the continent. The result is that 
there is owing to us by the Imperial Government a balance, 
after making tke necessary set-offs, of about two hundred and 
thirty million dollars. This is subject to reduction by the 
unascertained amount which we shall pay in respect of increased 
charges for ammunition at the front since September 1, 1917. 
An inquiry is now being made for the purpose of adjusting 
this charge. 


DOMINION NOTES OUTSTANDING, 


The following information will be of interest to the House 
as to Dominion note issues at the close of the war:— 

Total Dominion Notes outstanding March 31, 1919... $298,058 697.67 
Of which $153,630,697.67 is secured to the amount of $116,014,654.37 in 
gold reserve and $144,428.000 by securities. 

Our gold is thus 38:92 per cent of the total issue of $298.- 
058,697.67, and 75-52 per cent of the $153,630,697.67 against 
which no securities other than gold are held. 

A comparison with the note issues of Great Britain and the 
other Allies, including United States which was less than two 
years in the war, is such as to cause satisfaction to Canada with 
respect to the post-war condition of our currency. 

The policy will be to gradually restore our note issue to the 
statutory condition, which requires us to hold in gold 25 per 
cent up to fifty million dollars of note issue and dollar for dollar 
for any further issue. This ean be done by buying gold on 
the one hand, or on the other by retiring outstanding notes from 
time to time from the proceeds of loans or from revenue. It 
will be a long time before the currency inflation of the world 
will be abated. 

The figures which I have given show the increase in the 
national debt of Canada due to the war. Interest must, of 
course, be paid annually upon this debt, and I have had a care- 
ful estimate made as to the yearly burden which this will 
entail, 
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ANNUAL DEBT AND PENSION CHARGES. 


Assuming the total debt of Canada on March 31, 1920, to be 
$1,950,000,000, the estimated annual interest charge will be 
approximately $115,000,000. This compares with $12,893,- 
504, which was the interest charge upon the national debt as of 
the fiscal year ended March 31, 1914. 

But the added annual burden due to the war does not rest 
there. There is the further responsibility for pensions to our 
soldiers and their dependents. For the past fiscal year the 
amount paid on this account was $17,460,000. For the present 
fiscal year it may reach $30,000,000. For a generation or more 
to-come we may look forward to providing, say, $35,000,000 to 
$40,000,000 per annum for pensions. In addition there will 
be the annual expense for maintenance of hospitals, convalescent 
homes, and other services established for the aid and comfort 
of our soldiers. No national expenditures will, I am sure, be 
more gladly borne than these by the people of Canada, who will 
never fail to appreciate the sacrifices made on their behalf by 
those who fought for Canada in the great war. 

Having indicated the extent of the financial burden which 
the war has imposed upon us, it seems advisable to pause to 
inquire how that burden is to be met. What are the resourees 
upon which Canada must depend to carry this huge national 
debt and the annual charge for pensions and other services © 
which I have mentioned? We are to-day a prosperous com- 
munity of high average productivity. I am not prepared to 
say that even without extraordinary effort we should not be 
able to merely carry along the extra financial burden imposed 
by the war. But its magnitude must not be minimized, and it 
is for us to consider and put into effect such policies as may be 
appropriate to counteract the disadvantage under which we 
shall labour in this regard and to insure the continued pros- 
perity of our people, notwithstanding this great national handi- 
cap upon their exertions. In this connection we should un- 
doubtedly have in mind the gradual extinction over a long 
course of years of the debt by a sinking fund provision to be 
put into effect as soon as possible after the conclusion of the 
present year. With this I do not intend to deal further for 
the present. 

What are our resources, actual and potential, from which 
we can carry the interest, pensions, and other war charges, and 
gradually extinguish our indebtedness due to the war ? 

We have a country of almost unlimited natural assets, vast 
stretches of cultivable lands, magnificent forests, regions 
abounding in mineral wealth, and fisheries the most valuable 
in the world. We have a highly intelligent, energetic enter- 
prising people of great stability of character and ardent aspir- 
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ation for national and individual success. To develop our 
natural resources there is required the application of enterprise, 
capital, and labour. To sell our products we require markets, . 
domestic and foreign. 

Let us for a moment consider some of the policies which are 
essential for the realization of the development I have outlined. 
Our ability to meet and retire our war obligations will depend 
upon our power to increase our production of natural and 
manufactured commodities and to economize individually so 
as to bring about each year substantial increase in domestic 
wealth and savings and a more favourable balance in our inter- 
national trade. In other words, the motto for the future, as it 
was for the war, must be “ Produce and Save.” 


DEPOSITS IN CHARTERED BANKS, 


As evidencing what can be done by Canada in the way of 
national saving, I can not do better than give the following 
statistics of deposits, demand and notice, in our chartered banks 
for the years 1913 to 1919, inclusive :— 


As at Demand Withdrawable 
March 31. Deposits. on Notice. Total. 
1913.. .. ..$357,756,659 $ 630,434,708  § 988,191,367 
Ie oo. Geo SHORE ER 665,994,852 1,016,879,005 
LOLS Ae ue ee e400; Teo lecal 714,219,286 1,120,954,457 
IS bo Gan Ree! 836,593,269 1,295,870,723 
LOU Se eet bees DSS. 8008962 1,008,657 ,874 1,547,527 ,236 
1918... 5 (3. 666,366,359 939,329,271 1,605,695 ,630 
1919. 566,797,268 1,037,851,766 1,604,649,034 


The bank deposits in Canada almost doubled in the six-year 
period from 1913 to 1919. In connection with these figures, 
there should also be taken into account the subscription by the 
Canadian people to the war loans floated in Canada and paid 
for by withdrawal of their deposits in our chartered banks and 
other financial institutions. 

To greatly increase our production we need more population 
and particularly that class which will engage in our basic indus- 
tries. Our immigration policy is therefore of prime import- 
ance. We must fill up our vacant cultivable lands. In the 
past we have not been sufficiently selective in our immigration. 
We are so amending our laws as to ensure that the destinies 
of this country will always be controlled by those who may be 
depended upon as loyal and patriotic citizens of Canada, ready 
at all times to take up arms in her defence no matter from 
what source aggression may come. It is interesting to note 
that during the war immigration, likely to result in increased 
production, continued, although on a comparatively small scale. 


The figures are as follows :— " 
Tnimigration for A014-15%. lb det one 144,789 
Me “Ty MLO TSE... | aietiay ysroh acy reer fe 48,537 
oY SSNLOLGHU Tee Meee Ci. 4: 0c ee ee 75,374 
S Sy ALOU A218 aie hd, eh oe Chae 79,074 


Ee AGT TOS Tet oo, Mica, eee Umm rari) 
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Since March 31 last immigrants to the number of 12,000 
have entered Canada. 

As a great food-producing country Canada is bound always 
to enjoy agricultural prosperity. The war has caused the death 
of millions of the rural workers of Europe, devastated vast 
tracts of cultivated lands, consumed the horses, cattle and other 
domestic animals, and destroyed the implements of tillage. 

It must be many years before Europe is able to recover 
agriculturally from the effects of the war. In the meantime 
the hunrgy millions must be fed and it would seem certain that 
Canada’s agriculture will not lack for profitable markets for all 
it can produce. 

The yearly exportable surplus of the Dominion’s grain and 
foodstuffs should go far towards ensuring most favourable trade 
balances for the future. For the reconstruction work in 
Europe our raw materials and their products must also be in 
demand. Every effort must be made to develop and expand 
our export trade in manufactured articles as well as in the 
immediate products of our fields, forests, and mines. The 
more highly finished the commodity the greater the price which 
it will bring to the Dominion. Our policy should be directed 
to ensuring so far as practicable the completion within Canada, 
in Canadian shops and mills, of manufacturing processes in 
order that we may obtain the benefit of the greater value of 
finished products as compared with that of raw materials or 
partly manufactured articles. 

No doubt we shall be subject in this to the keenest interna- 
tional competition, and to sueceed we shall require to avail our- 
selves of every assistance which can be legitimately afforded by 
the Government in obtaining information respecting, and 
access to, foreign markets, as well as transportation and finan- 
cial facilities. 

One most important asset which we possess as a result of the 
war is the increased capability of industrial production which 
was turned during the war to such remarkable purpose in the 
manufacture of munitions and other materials. In all depart- 
ments of our national activity—agricultural, industrial, com- 
mercial and financial— the war discovered to the people of 
Canada a capacity in themselves for achievement which they 
would not have dreamed they possessed had not the pressure of 
emergency called forth their latent genius for organization, 
administration and efficiency. This higher capability among 
all classes should prove of the greatest value in enabling us to 
deal with our after-war problems and burdens. 

As illustrating the vast strides made by our foreign trade 
during the war, the following statistical information is sub- 
mitted. 
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STATISTICS OF CANADA'S TRADE. 


In 1913 the balance of trade against us was $300,000,000. 
In 1914 our total international trade was $1,073,000,000, of 
which $618,000,000 was in imports and $455,000,000 in 
exports. For 1918 the total was $2,550,000,000, of which 
$962,000,000 was imports and $1,586,000,000 exports. For 
1919 the unrevised figures show a total of $2,169,000,000, of 
which $916,000,000 was imports and $1,253,000,000 exports. 
Tt will thus appear that from an adverse balance of $300,000,- 
000 in 1913 and of $160,000,000 in 1914, we had attained a 
favourable balance of over $600,000,000 in 1918 and of 
$340,000,000 for 1919. At the end of the five-year period from 
1914 to 1919 our total trade had doubled, while for the year 
1918, which marked the highest point, it ageregated 24 times 
the trade of 1914. 

It must be kept in mind respecting these figures that the 
higher prices of our grain, foodstuffs and other exports, and of 
the goods which we imported, is a most important factor for 
consideration, and further that of our exports for 1918 and 
1919 the estimated amount of ammunition, explosives and other 
war materials aggregated $418,000,000 and $2:60,000,000 
respectively. The cessation of the manufacture of these 
articles and any fall in the price of commodities generally are 
bound to make serious changes in our trade aggregates unless 
offset by increased production. For the information of the 
House I here place upon Hansard the statistical details of our 
total trade, also details of our trade with the United Kingdom, 
with the United States, and of exports (by classes) of Canadian 
produce for the past six years; also of imports from and ex- 
ports to the United Kingdom and the overseas Dominions, and 
the principal foreign nations with whom we traded for the past 
two years. 


CANADIAN TRADE. 


Merchandise Only 
Imports Exports 
for (Domestic and | Total Trade. 
Consumption. Foreign). 
Fiscal year ended Mar. 31— $ $ $ 
LEE ero Sie eer coy ye Gaetan 670; 089, 066 377, 068, 355 1, 047,157,421 
LO a alee See mney Rohe 618,457, 144 455, 437, 224 1,073,894, 368 
LOLS eee Mur oto tec Sm 962,543,746 1,586, 169, 792 2,548, 713,538 
1919 (unrevised)....../...... 916, 443 , 332 1, 253,080,170 2,169, 523, 502 


——— se 
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TRADE WITH THE UNITED KINGDOM. 


Imports for| Exports 


Consump- | (Canadian 
tion. Produce). Total. 
Fiseal year ended Mar. 31— $ $ $ 
POTS ae Pct ws orbady Clee wc es oot rete se ts 138,741,736} 170,161,903] 308,903,639 
DOTS Pn De Fn See nth vo Sree des Sink aaa EE FALSE 132, 070,362| 215,253,969 347,324,331 
BEE scot at a Gata cies smbataraiets imate aterete taveeral oot 81,302,403] 845,480,069) 926,782,472 
TOTO Pare cise ii 5 < scae te seicieer acrelv ss sow 73,029,215) 531,920,977| 604,950,192 
TRADE WITH THE UNITED STATES. 
Imports for Exports 
—— Consumption. (Canadian Total. 
Produce). 
4 
Fiscal year ended Mar. 31— $ $ $ 
LS seein seman BO A oA 435,770,081 139,725, 953 575,496, 034 
TOTLA ctnenr dees ves Pertierra 395, 565,328 163,372,825 558, 938, 153 
VOUS ee. a ciate scarier 791,906,125 417,812,807 1,209, 718,932 
1919 (unrevised)........... 746, 940, 654 454,923,170 1, 201,863,824 
IMPORTS AND EXPORTS BY COUNTRIES. 
Imports for Consumption Exports 
(Merchandise only). (Domestic). 
Countries. 


Year ended | Year ended | Year ended 


| 
$ $ 

United Kingdom....... 73,029, 21 845, 480, 069 
FS Ef mee 4,963,416 8, 653, 635 
British South Africa. .. 1,300, 259 5,065, 658 
British India. gsi anes 8,395, 290 2,995,630 
British Guiana....... .- 6, 747,072 1, 978,323 
British West Indies. ... 8,082,790 6,838, 563 
Newfoundland........ L f 3,098, 834 10, 191, 564) 
New Zealand.........- 4 3,735,559 7,855, 436, 4,089,823 


Other British Empire. .| 10,515,185 


Total British Empire. 


Argentine Republic..... 1,139, 267 1, 203,14 

Belgium..........+.00-- 6,270 4,909, 453 
CSODE is hrcen nv eeesse- 2,628,031 4,015,940 
BYANGCs.t.506crcees ers 3,641,244) 20,053,676 
Taly,,...tcs-n <a seesey. Ses 555,112 3,336,059 
JAPAN. ns conn psec wees 13,618, 122 4,861,244 


Netherlands..........- 
United States......... 


495,409 2,462,574 
417,812,807 


651, 239,412 


Total Foreign Countries. 792,783,016 


Grand Totale.... .-.; 


Year ended 


Mar. 31, 1918./Mar. 31, 1919.|Mar. 31, 1918. Mar. 31, 1919. 


$ 


531,920,977 
14,019, 629 
11,992,299 

2,905, 426 
2,646, 169 
9,829,072 
11,327,074 
6, 227,509 
5,461,789 


596,329, 789 


4,603,130 
950,318 
5,035,975 
92,103,142 
13,181,514 
11,845, 439 
198,985 
454,923,170 


611, 284,017 
916,443,432] 1,540,027, 788} 1, 207,613,806 
! 
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EXPORTS OF CANADA, BY CLASSES. 


Canadian Produce. 


The Mine. The Fisheries. 
Fiscal year ended Mar. 31— $ $ 
57,442, 546 16,337,721 
59,039, 054 20, 623, 560 
73, 760, 502 32,602,151 
77,439, 963 37, 137,072 


Animals and 


The Forest. their Produce. 
Fiscal year ended Mar. 31— $ $ 
NTS. aidaistargstatnce ofdue cts yours oer eee ee eee 43, 255, 060 44,784,593 
NOVA a. sddiarsie da /oo sfartyoress 30:5 anes eke Fale sa capers 42,792,137 53,349,119 
1OIQ NR Sacco se aco enn ee eee 51,899, 704 172,743,081 
LOLS U(unre vised). saue Gore deuce eee 70, 024, 644 197,805, 478 
Agricultural 
Products. Manufactures. 
Fiscal year ended Mar. 31— $ $ 
POU: Sci cern winienl Sa ete ee eee 150, 145, 661 43, 692,708 
DOTA SEAN, Cee OR ROTO ETT 198, 220, 029 57,443,452 
LOLS Shes. e ayes eee 567,713, 584 636, 602, 516 
I919\Cunrevised) y= em. wees we eee 269,819,833 549, 284, 268 


Estimated amount of cartridges, explosives, ammunition and 

other war materials exported during the year ended Mar. 31, 

1918)... Mets. eee eee eat ON aE Gira: Rate ee eee $ 418, 000, 000 
Estimated amount of cartridges, explosives, ammunition and 

other war materials exported during the year ended Mar. 

Bl, LOG 5 crty echoes tens Re aR weer, a ee 260, 000, 000 


During the war the condition of our foreign trade has been 
greatly changed. The outstanding feature has been the increase 
in total to which I have referred and the reversal of the un- 
favourable to a most favourable balance. The trend of our 
trade for the war period may be observed from the following 
summary: 


United Kingdom.—The imports from the United Kingdom 
have decreased from the fiscal year 1913-14 to the year 1918-19 
from $132,000,000 to $73,000,000 and our exports (domestic 
produce) have increased from $215,000,000 during the year 
just preceding the war to 532,000,000 during the year 
1918-19. 


Other parts of the British Empire-—Our imports from other 
parts of the British Empire increased from $22,000,000 during 
the fiscal year 1913-14 to $50,000,000 during the fiscal year 
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1918-19, and exports (domestic produce) increased from $23,- 
000,000 to $64,000,000 during the same period. 


United States.—The trade with the United States has greatly 
increased during the war period. The imports from this country 
in 1913-14 were $395,000,000 and in 1918-19 were nearly 
$747,000,000, while the exports (domestic) increased from 
$163,000,000 to $454,000,000, 


France.—The imports from France have decreased from 
$14,000,000 in 1913-14 to $3,600,000 in 1918-19, while the 
exports increased from $3,600,000 to $92,000,000 during the 
same period. The exports were largely munitions and other 
war supplies. 


Italy.—The imports from Italy during the war period 
decreased from $2,000,000 to $550,000 and the exports in- 
creased from $500,000 in 1913-14 to over $13,000,000 in 1918- 
19. In the year 1917-18 the principal exports were asbestos, 
canned salmon, canned meats, wheat, oats, oatmeal and ex- 
plosives. 


Japan.—The imports from Japan during the year 1913-14 
were $2,600,000 and increased to $13,600,000 in the year 1918- 
19. The principal goods included in the increase would appear 
to be of a class farmexiy imported from Germany and Austria- 
Hungary. Our exports (domestic) to Japan in 1913-14 were 
$1,500,000, which increased to nearly $12,000,000 in 1918-19. 


Mr. LEMIEUX: Will the Minister state whether our largest 
customer is Great Britain or the United States? 


Sir THOMAS WHITE: Onur total trade with Great Britain 
including imports and exports in 1918-19 was $605,000,000. 
Our total trade with the United States was $1,201,000,000. 


ESTIMATED EXPENDITURE FoR 1919-20. 


Now, Mr. Speaker, having dealt with the financial and com- 
mercial position of the Dominion, I now proceed to the consider- 
ation of the important problem of our estimated expenditure 
for the present fiscal year 1919-20 and the fiscal proposals 
which the Government has to make in connection therewith. 

It will be advantageous in assisting us to reach a conclusion 
with respect to these matters if I first briefly review the result 
of the last fiseal year which ended on March 31,1919. During 
that year the expenditure of the Dominion upon aecount of 
the ordinary services of the Government amounted to $240,000,- 
000. The outlay upon capital account aggregated $22,000,000. 
For war, the total expenditure for the year is estimated at 
$450,000,000 (that is the last fiscal year). On the other side 
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of the account we estimate a total revenue for the year 1918-19 
of $310,000,000. As emphasizing the importance of this figure, 
I may point out that for the fiscal year before the war the total 
revenue was $163,174,394. For the fiscal year which ended 
on March 31, 1909, the revenue was only $85,093,404. Of this 
total of $310,000,000 (the revenue for the last fiscal year), 
$147,000,000 was received from customs; $30,000,000 from 
excise ; $21,000,000 from post office ; $33,000,000 from taxation 
under the Business Profits War Tax Act; $10,000,000 from 
the Income War Tax Act; $14,000,000 from other war taxa- 
tion; and $55,000,000 from other miscellaneous sources, in- 
cluding $38,000,000 from railways. 

If we follow the practice which has been hitherto adopted in 
treating as surplus the amount of revenue received in excess of 
the ordinary expenditure, it will appear that for the past fiscal 
year the Government had a surplus of $70,000,000, which was 
devoted to war expenditure. If, on the other hand, we first 
appropriated our revenue to the payment of both ordinary and 
capital expenditure, the surplus which was used for war ex- 
penditure was $48,000,000. 

I have already stated the estimated war expenditure for the 
past year to have been $450,000,000. Of this expenditure, 
therefore, $48,000,000 was paid out of revenue after meeting 
all other outlays on the part of the Government, including 
capital expenditure. 

In connection with our expenditures during the past year 
and generally throughout the period of the war, I may observe 
with respect to both ordinary and capital outlays that they 
have been kept well in hand, and that the increased expenditure 
under this heading is attributable principally to interest upon 
our war debt and pensions. 

I now proceed to estimate the revenue and outlay of the 
present year. Main Estimates totalling $437,000,000 have 
been laid before the House, with Supplementary Estimates 
still to be brought down. Embraced in these estimates are cer- 
tain considerable amounts representing investments. I refer 
particularly to the estimate of $25,000,000 appropriated for 
the purpose of soldiers’ land settlement; $35,000,000 loan to 
Canadian Northern Railway Company ; $35,000,000 for rail- 
way equipment purposes; and $25,000,000 to be advanced by 
way of loans to the several Provincial Governments for pro- 
moting better housing conditions. The estimate for the expen- 
diture on ordinary account for the coming year is $2 70,000,000. 
Of this the sum of $102,000,000 represents interest on the 
national debt. This figure contrasts with $12,893,000 repre- 
senting interest charges upon the national debt before the war. 
It includes also the sum of $30,000,000 for estimated pension 
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expenditure for the year. It is these two items of interest and 
pensions which will “particularly constitute the burden of the 
war upon the taxpayers of the country for a great many years 
to come; until, in fact, the national debt is materially reduced 
and pensions gradually run their course. The estimated 
expenditure on capital account for the year we place at $50,- 
000,000, 

This is a war year and it is necessary also to add the 
estimated expenditure which has been and will be incurred ou 
account of demobilization. This will aggregate the large sum 
of $300,000,000, including $92,000,000 for war gratuity. The 
entire estimated expenditure, therefore, of the year on ordinary 
account, capital account, and for demobilization will reach the 
large total of $620,000,000. 


REVENUE For 1919-20. 


Assuming that we maintained, without change, existing fiscal 
legislation, and that the yield of the various services would be 
upon the same basis as for 1918-19, our estimate of revenue 
for the present year would be as follows :— 


CUSTOMG... “Sa eAtkc tee fkr serie xen See oe bat ORO O00 
ACESS hg Ce ee Be rd ee Te oe eee Oy Fe eee UL OU COO) 
Bost.Ofiee 5) Jet iets ies Se ae eee 18,000,000 
Business Profits, Wan Lax......octas ose 35,000,000 
Income Was. oe) 8oas. oes he eee 20,000,000 
Other Wer: Tawation 4 ..ahe We ae ae. 14,000,000 
Miscellanegus SOMrCES: ..10, ncuchle eae ren. 18,000,000 


$ 280,000,000 


In this estimate we have, owing to the change to be made, 
commencing with this year, in the mode of financial adminis- 
tration of the Intercolonial and other Government railways, 
omitted $30,000,000 of revenue from that source. That 
revenue will henceforth be received by the Canadian National 
Railway Company and applied directly against its working 
expenditures. In our estimate of ordinary expenditure for the 
year we have allowed for a corresponding reduction. 

While from the statement which I have just made it will 
appear that our total estimated expenditure, ordinary and 
capital accounts, and for demobilization, will amount to $620,- 
000,000, our estimated revenue on the present basis will reach 
only $280,000,000. Putting it another way, our revenue 
would enable us to pay only our ordinary expenditure and 
leave a small amount to be applied to other purposes. 

The question which now arises is what shall be our policy 
in the matter of taxation for the present year. It is a year of 
great industrial instability and business uncertainty. If the 
war were still continuing it would be necessary to recommend 
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heavily increased taxation in order that we might pay a sub- 
stantial portion of the principal of our war expenditure. If it 
were not for special circumstances arising out of this transi- 
tional period from war to peace that course should be adopted, 
notwithstanding the ending of the war, because we shall have 
this year so heavy a volume of what is really war expenditure, 
that is to say, our outlay for demobilization and all that it 
involves. We must, however, bear specially in mind the anxie- 
ties and burdens of the general public at a time of dislocation, 
unrest and high prices, and endeavour to wisely bridge over this 
troubled period by giving such measure of relief as may be 
practicable, having regard to the heavy financial obligations 
devolving upon us and our national credit in the eyes of the 
outside world. 

The cost of living in Canada has, in common with all other 
countries, gradually increased during the war and is causing 
hardship to a large portion of our population, especially those 
of limited means and slender ineomes. I am of opinion that 
for this transitional period we are justified in adopting the 
policy of meeting only our ordinary expenditure and borrowing 
for our capital and demobilization expenditure. 

In considering the question of reductions and increases in 
indirect taxation most careful attention must be given to their 
effect upon established industry and the employment of oper- 
atives dependent upon its success for the maintenance of them- 
selves and their families, and upon the domestic trade and com- 
merce which it supports. 

Having fully considered all aspects of the subject the Gov- 
ernment submits the following proposals :— 


TARIFF CHANGES, 


Under the Customs Tariff War Revenue Act, 1915, a British 
preferential tariff rate of five per cent,and an intermediate and 
general tariff rate of seven and a half per cent were imposed 
upon, with certain exceptions, all imported goods. 

We propose to wholly repeal this British preferential tariff 
rate of five per cent. Further, we propose to partially repeal 
the intermediate and general tariff rate of seven and one-half 
per cent at present in effect under the Customs Tariff War 
Revenue Act referred to by making it no longer applicable to 
the following classes of articles, namely :— 

Fooastuffs, linen and cotton clothing, woollen clothing, boots 
and shoes, fur caps and fur clothing, hats, caps, hoods and 
bonnets, gloves and mitts, collars and ‘cuffs, hides, skins, leather, 
harness and saddlery, agricultural implements, petroleum oils, 
mining machinery, and bituminous coal. 
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Those classes embrace a very large variety of individual 
articles which will be disclosed in the resolution. 

So much for the reductions from the tariff rates established 
by the Customs Tariff War Revenue Act, 1915. We have now 
certain other reductions and modifications to propose in respect 
of the ordinary tariff rates, that is to say, the tariff rates estab- 
lished: under the tariff of 1907 and amendments thereto. I 
call them, for the purpose of distinguishing them from the 
special customs war duties, the ordinary tariff rates. The 
resolutions presented in this regard will provide for a re- 
duction of five cents per pound in the British preferential, 
intermediate and general tariff rates on roasted or ground 
coffee and three cents per pound under the British prefer- 
ential tariff on British grown teas. This latter reduction 
gives a substantial Empire preference where no preference 
at present exists. 

We shall provide for the free importation into Canada of 
wheat, wheat flour and potatoes from countries which do 
not impose a customs duty on such articles grown or pro- 
duced in Canada. 

We shall also provide for an alteration in the rates on soda 
ash from five per cent under the British preferential tariff 
and seven and a half per cent under the general tariff to one- 
fifth of a cent a pound under the British preferential tariff 
and three-tenths of a cent per pound under the general tariff. 

We shall provide further for specific instead of ad valorem 
rates of duty upon pig-lead, zinc spelter, and copper ingots. 
On certain products made from these materials there will be an 
increase in duties. 


AGRICULTURAL IMPLEMENTS. 


I come now to the consideration of agricultural imple- 
ments. I have stated that we propose to take off the Customs 
war revenue duties. But for an arrangement we have been 
able to make for the equalization of Canadian freight rates 
with those enjoyed by. American competitors of our indus- 
tries engaged in the manufacture of these implements, it would 
not have been practicable to make any reductions in the 
ordinary tariff schedule covering these articles. Under the 
ordinary tariff, rates of duty upon manufactured products 
are closely related to duties upon raw material, eoal, 
machinery, and other equipment used in their manufacture, 
and any reduction except upon an occasion of general revision 
when the tariff as a whole can be dealt with would necessarily 
lead to most serious consequences, 
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Desirous as we were of providing for as low a duty as 
might be practicable upon these implements of agricultural 
production so essential to Canada at this time, the problem 
before us was how to make it possible to reduce the ordinary 
tariff rates. | 

The business of manufacturing agricultural implements is 
almost wholly confined to Eastern Canada. So far as con- 
cerns their great market in the West, Canadian firms and 
companies engaged in this industry have been handicapped 
as against their American competitors by higher freight 
rates. The freights charged by Canadian railway companies 
upon shipments from eastern points to Winnipeg, Brandon, 
Regina, Saskatoon, Calgary, Edmonton ‘and other western 
points have been higher than the rates from Chicago to the 
same points. This has been caused by the fact that the 
manufacturing centres of the eastern provinces are separated 
by great distances from the consuming and distributing centres 
of the West. The American manufacturer of agricultural im- 
plements is not only closer to the American consumer and 
American distributing points but he is also nearer to the western 
distributing points of Canada. 

In view of these circumstances it appeared to us that we 
should seek assistance in freight reduction to enable us to 
reduce the ordinary tariff upon these implements. The plan 
was not free of difficulty. In so far as railway rates, as such 
are concerned, the railway rates in Canada, although recently 
raised, are certainly not more than sufficient to make a carry- 
ing return on the value of the properties used for transporta- 
tion. Indeed, having regard to railway investment, railway 
returns, owing to the very great increases in the cost of oper- 
ation, may well be described as low. In view of this, it is, of 
course, impossible to expect a reduction in railway rates to be 
ordered by the Railway Commission. 

As a rate-making proposition, reductions at the present time 
are impossible. We have, however, approached the railway 
companies with a view of overcoming the difficulty of distance 
to the greatest extent possible, and of doing so without unduly 
injuring railway revenues and credits. At the present time 
railways, which are the largest consumers of bituminous coal, 
pay a war duty of seven and a half per cent on the value of the 
imported commodity. As this duty is an addition to the 
specific tax upon this coal, a heavy resultant charge has been 
thrown upon the operating railways, whose fuel costs, in view 
of the advanced price of coal alone, have been greatly increased. 

The proposal which we made to the rail carriers was that 
they should reduce their rates from the eastern manufacturing 
points of production of agricultural implements, Montreal, and 
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east of the Great Lakes, to priarie points, to the rates charged 
by the American lines with shorter mileages, from Chicago to 
the similar western destinations, stating that if the railway 
companies could see their way to do this they would be assisted 
to the extent that relief would be afforded them by the abolition 
of the seven and a half per cent war duty on bituminous coal. 

In the first instance, the railway companies claimed that, in 
view of their financial obligations, it was entirely impossible 
for them to sacrifice any revenue whatever, but that their exist- 
ing revenues were, as a matter of fact, insufficient. 

The question, however, was not allowed to stand, but other 
representations were made to the companies, such as the 
national necessity of making farming operations in the West 
more profitable, of increasing the population of the West, and 
the resultant interest that the companies themselves would 
have from the traffic which a larger and more prosperous popu- 
lation would afford, and also the fact that such conditions would 
render more saleable the railway lands owned by companies 
in the West, an argument which appealed with special force to 
the Canadian Pacific Railway Company, which company has 
perhaps as much interest in the proper development and pros- 
perity of the West as any other interest can possibly have. 

I am very glad to be able to say that the railway companies 
have recognized the large overlying national interest, and have 
consented to put in tariffs as asked. The new tariffs will give 
the Chicago rate on agricultural implements from producing 
centres in the East, west of Montreal and east of the Great 
Lakes, to prairie points, for car-lot movements, loaded to a 
minimum of 24,000 pounds. This reduction is a substantial 
concession made by the railways, as the following statement of 
present rates will indicate: 
= Movement 


From. Po: Mileage. Rate. 
Toronto-Winnipeg.. .. .. -- -- 1,233 824 cents. 
Chicago-Winnipeg.. .. .. -. -- | 876 CH 
Toronto-Brandon.. .. .. -. -- 1,366 oS 
Chicago-Brandon.. .. .. -- -. _ 931 SD)» ir 
Toronto-Portage la Prairie.. .. 1,288 {fils 
Chicago-Portage la Prairie.. .. 873 72k «8 
Toronto-Regina.. .. -. .- -» -» 1,590 $1.124 
Chicago-Regina.. .. .. -. .. -- 1,069 1.024 
Toronto-Yorkton. . eee eS 512 1.064 
Chicago-Yorkton.. .. .. -. +++: 143 964 
Toronto-Moosejaw..- -- - 631 1.17} 
Chicago-Moosejaw.. -- -- 141 1.07} 


Toronto-Saskatoon.. .. .. «. «- 
Chicago-Saskatoon.. .. .. -- -- 


ee 
& 


Toronto-Swift Current.. .. .. .. 1,742 1.24 
Chicago-Swift Current.... .. swarae 1.14 
Toronto-Medicine Hat.. .. .. .. 1,889 1.35 
Chicago-Medicine Hat.. .. .... 369 1.25 
Toronto-Lethbridge.. .. .. .. -- 1,990 1.414 
Chicago-Lethbridge.. .. .. -. -. 1,481 1.314 
Toronto-Calgary.. .. .. .. -- -- 2,056 1.49 
Chicago-Calgary.. .. .. .. -- +» 1,536 1.37} 
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The rates to Edmonton are the same from both points as those 
to Calgary. 

The reduction will be appreciated when it is recognized that, 
for example, to Regina, the Canadian haul of 1,590 miles 
equalizes the haul from American territory of 1,069 miles, 
while to Medicine Hat the Canadian movement is 520 miles 
longer than the American movement, although the rate will 
become the same. 

It must also be borne in mind that although, as the above 
schedule indicates, the rates for equivalent distances in the 
United States are higher than in Canada, notwithstanding a 
greater density and diversity of traffic, combined with a lower 
fuel cost, the United States operations, as indicated by the 
reports made by the United States Railroad Administration, 
are now being carried on at an operating loss. 

The companies made these concessions, then, not on any - 
rate basis, nor for any railway advantage, and without regard 
to rates on other articles or railway returns or necessities, 
—simply to meet a situation of national importance. The com- 
panies state that their action thus taken must not in any way 
be regarded as a measure for profitable transportation, and that 
it is absolutely impossible that railway revenues can be further 
affected by any rate reductions on any other commodities. 

In view of the arrangement for freight reduction made with 
the railway companies, we are enabled to make the following 
proposals for reduction in customs duties upon agricultural 
implements. 


Mr. ROBB: Has the Minister any statement as to the differ- 
ence between the new rate and the Canadian rate in force prior 
to 1912? 


Sir THOMAS WHITE: I have no information before me 
as to that. 

Including the 74 per cent war duty reduction to which I 
have already referred, our proposals if adopted by the House 
will provide for a total reduction under the general tariff from 
2774 per cent to 15 per cent on cultivators, harrows, horse-rakes, 
seed-drills, manure spreaders, and weeders, and complete parts 
thereof, and from 274 per cent to 174 per cent on ploughs and 
complete parts thereof, windmills and complete parts thereof, 
portable engines and traction engines for farm purposes, horse 
powers and threshing machine separators and appliances there- 
for. 

On hay-leaders, potato diggers, fodder or feed cutters, grain 
crushers, fanning mills, hay tedders, farm, road or field rollers, 
post-hole diggers, snaiths, and other agricultural implements, 
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the resolutions will provide for a total reduction in the rate 
from 324 per cent to 20 per cent, and a similar reduction on 
farm wagons. 

In the case of cement, the war customs duty will be repealed 
and the general tariff rate will be reduced to 8 cents per 
hundred pounds. This is a reduction of 2 cents from the 
present general tariff rate. 

The total estimated loss in revenue from the tariff’ reductions 
which we have proposed aggregates seventeen million dollars. 
Owing to estimated reduction in the total volume of imports 
into Canada due to diminished purchasing power during the 
current year and probable decline in prices as well, we may 
expect that, including the loss due to the reductions now pro- 
posed, we shall sustain a total loss in customs revenue for the 
present fiscal year of at least twenty-five million dollars. To 
partially offset this loss and close the gap of the deficit of fifteen 
‘million dollars between revenue and current expenditure which 
it would cause, we propose a heavy increase in income taxation. 


Mr. LEMIEUX: Under the proposed changes mentioned 
by the Minister a moment ago, does the Order in Council which 
was passed two years ago concerning wheat, now become per- 
manent? In other words, are we to have free wheat between 
the United States and Canada? 


Sir THOMAS WHITE: We have had free wheat ever since 
the Order in Council was passed. I presented to the House the 
opinion of the Minister of Justice that the provision was on as 
permanent a basis as if it had been placed in a statute. But 
if my hon. friend has any doubt on the question, it would now 
be removed by the fact that we are providing, by the resolution 
which ‘we shall lay before the House, for placing wheat, wheat 
flour, and semolina upon the free list to countries which die not 
impose duties upon those articles coming from Canada. 


INCOME TAX. 


I was referring to our proposals with regard to income tax. 
‘We propose that all corporations shall pay ten per cent on their 
net income in excess of two thousand dollars. The present tax 
is six per cent. Shareholders shall be given credit for the 
normal tax to which they are liable upon dividends received 
from companies subject to this taxation. That is the same 
principle as applies to the present income tax. 

In the case of individuals, we propose that the normal rate 
of four per cent shall be levied upon all incomes exceeding one 
thousand dollars, but not exceeding six thousand dollars, in the 
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case of unmarried persons and widows or widowers without 
dependent children, and upon all incomes exceeding two 
thousand dollars but not exceeding six thousand dollars in the 
case of all other persons. 

We propose a normal tax of eight per cent- upon all incomes 
exceeding six thousand dollars. 

We propose that the surtax shall commence from five 
thousand dollars instead of from six thousand dollars as at 
present, and shall increase by graduation, applying, firstly to 
incomes between five thousand dollars and six thousand dollars, 
and to every two thousand dollars between six thousand dollars, 
and one hundred ‘thousand dollars. 

Upon incomes in excess of one hundred thousand dgilaee! 
materially increased rates are levied. 

The following compilation shows in detail what is proposed: 

In addition to the normal tax rates which I have mentioned 
payable on incomes in excess of $1,000 in respect to unmarried 
persons and widows and widowers without dependent children 
and $2,000 in respect to all other persons a surtax will be pay- 
able as follows: 

‘1 per centum of the amount by which the net income exceeds 
$5,000 and does not exceed $6,000. 

2 per centum of the amount by which the net income exceeds 
$6,000 and does not exceed $8,000. 

3 per centum of the amount by which the net income exceeds 
$8,000 and does not exceed $10,000. 

4 per centum of the amount by which the net income exceeds 
$10,000 and does not exceed $12,000. 

5 per centum of the amount by which the net income exceeds 
$12,000 and does not exceed $14,000. 

6 per centum of the amount by which the net income exceeds 
$14,000 and does not exceed $16,000. 

7 per centum of the amount by which the net income exceeds 
$16,000 and does not exceed $18;000. 

8 per centum of the amount by which the net income exceeds 
$18,000 and does not exceed $20,000. 

9 per centum of the amount by which the net income exceeds 
$20,000 and does not exceed $22,000. 

10 per centum of the amount by which the net income exceeds 
$22,000 and does not exceed $24,000. 

11 per centum of the amount by which the net income exceeds 
$24,000 and does not exceed $26,000. 

12 per centum of the amount by which the net income 
exceeds $26,000 and does not exceed $28,000. 
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13 per centum of the amount by which the 
exceeds $28,000 and does not exceed $30,000. 


14 per centum of the amount by which the 
exceeds $30,000 and does not exceed $32,000. 


15 per centum of the amount by which the 
exceeds $32,000 and does not exceed $34,000. 


16 per centum of the amount by which the 
exceeds $34,000 and does not exceed $36,000. 


17 per centum of the amount by which the 
exceeds $36,000 and does not exceed $38,000. 


18 per centum of the amount by which the 
exceeds $38,000 and does not exceed $40,000. 


19 per centum of the amount by which the 
exceeds $40,000 and does not exceed $42,000. 


amount by which the 
not exceed $44,000. 


amount by which the 


20 per centum of the 
exceeds $42,000 and does 


21 per centum of the 
exceeds $44,000 and does not exceed $46,000, 


22 per centum of the amount by which the 
exceeds $46,000 and does not exceed $48,000. 


23 per centum of the amount by which the 
exceeds $48,000 and does not exceed $50,000. 


24 per centum of the amount by which the 
exceeds $50,000 and does not exceed $52,000. 


25 per centum of the amount by which the 
exceeds $52,000 and does not exceed $54,000. 


26 per centum of the amount by which the 
exceeds $54,000 and does not exceed $56,000. 


27 per centum of the amount by which the 
exceeds $56,000 and does not exceed $58,000. 


28 per centum of the amount by which the 
exceeds $58,000 and does not exceed $60,000. 
which the 
$62,000. 
which the 
$64,000. 


which the 


29 per centum of the amount by 
exceeds $60,000 and does not exceed 
amount by 
not exceed 


30 per centum of the 
exceeds $62,000 and does 


31 per centum of the amount by 


exceeds $64,000 and does 
32 per centum of the 


excecds $66,000 and does 


33 per centum of the 
exceeds $68,000 and does 


not exceed 


amount by 
not exceed 


amount by 


$66,000. 


which the 
$68,000. 


which the 


not exceed $70,000. 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 
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84 per centum of the amount by which the 
exceeds $70,000 and does not exceed $72,000. 


35 per centum of the amount by which the 
exceeds $72,000 and does not exceed $74,000. 
36 per centum of the amount by which the 
exceeds $74,000 and does not exceed $76,000. 
37 per centum of the amount by which the 
exceeds $76,000 and does not exceed $78,000. 
38 per centum of the amount by which the 
exceeds $78,000 and does not exceed $80,000. 
39 per centum of the amount by which the 
exceeds $80,000 and does not exceed $82,000. 
40 per centum of the amount by which the 
exceeds $82,000 and does not exceed $84,000. 
41 per centum of the amount by which the 
exceeds $84,000 and does not exceed $86,000. 
42 per centum of the amount by which the 
exceeds $86,000 and does not exceed $88,000. 
43 per centum of the amount by which the 
exceeds $88,000 and does not exceed $90,000. 
44 per centum of the amount by which the 
exceeds $90,000 and does not exceed $92,000. 
45 per centum of the amount by which the 
exceeds $92,000 and does not exceed $94,000. 
46 per centum of the amount by which the 
exceeds $94,000 and does not exceed $96,000. 
47 per centum of the amount by which the 
exceeds $96,000 and does not exceed $98,000. 
48 per centum of the amount by which the 
exceeds $98,000 and does not exceed $100,000. 
52 per centum of the amount by which the 


exceeds $100,000 and does not exceed $150,000. 


56 per centum of the amount by which the 
exceeds $150,000 and does not exceed $200,000. 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


net 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


income 


60 per centum of the amount by which the net income ex- 


ceeds $200,000 and does not exceed $300,000. 


63 per centum of the amount by which the net income 


exceeds $300,000 and does not exceed $500,000. 


64 per centum of the amount by which the net income 
exceeds $500,000 and does not exceed $1,000,000. 


65 per centum of the amount by which the net income 


exceeds $1,000,000. 
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The following table furnishes a comparison of present 
and proposed taxation in respect of incomes ranging from 
$3,000 to $1,000,000 in respect of married persons and widows 
and widowers having dependent children: 


Comparison of Rates. 


Income. Present Tax. Proposed Tax. 
$ 3,000 $ 20 $ 40 
4,000 60 80 
5,000 100 120 
6,000 140 170 
8,000 266 379 
10,000 392 590 
12,000 590 830 
14,000 788 1,090 
16,000 986 1,370 
18;000 1,184 < 1,670 
20,000 1,382 1,990 
22,000 1,646 2,330 
24,000 1,910 2,690 
26,000 2,174 3,970 
28,000 2,458 5,470 
30,000 2,702 3,890 
32,000 3,010 4,330 
34,000 3,318 4,790 
36,000 3,626 5,270 
38,000 8,934 5,770 
40,000 4,242 6,290 
42,000 4,550 6,830 
44,000 4,858 7,390 
46,000 5,166 7,970 
48,000 5,474 8,570 
50,000 5,782 9,190 
52,000 6,200 9,830 
54,000 6,618 10,490 
56,000: 7,036 11,170 
58,000 7,454 11,870 
60,000 7,872 12,590 
62,000 8,290 13,330 
64,000 8,708 14,090 
66,000 9,126 14,870 
63,000 9,544 15,670 
70,000 9,962 16,490 
72,000 10,580 17,330 
74,000 10,798 18,190 
76,000 11,271 19,070 
78,000 11,799 19,970 
80,000 12,327 20:890 
82,000 12,855 21,830 
84,000 13,383 22,790 
86,000 15,911 23,770 
88,000 14,439 24,770 
90,000 14,967 25,790 
92,000 15,495 26 830 
94,000 16,025 97 390 
96 ,000 16,551 28,970 
93 000 17,079 30,070 
100,000 17,607 31,190 
159,000 34,282 61,190 
201) ,000 50,957 93,190 
300,000 96,857 161,190 
500,000 195,407 303,190 
1,000,000 499,157 663,190 


Several amendments which the administration of the 
Income Tax Act has shown to be desirable will be submitted. 
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The question of double taxation has given considerable diffi- 
culty. In view of the time which would be required to make 
international agreements respecting the matter we have thought 
it advisable to take the lead and provide for a deduction from 
the sum payable by a resident of Canada under our income 
tax legislation of the amount paid by him elsewhere in the 
British Empire upon income thence derived, We shall also 
provide for a similar deduction in respect of income derived 
from a foreign country extending similar exemption upon 
income derived from Canadian sources. 


BUSINESS PROFITS WAR TAX. 


As this is a war year so far as public expenditures are con- 
cerned, and it is most desirable that we should maintain so far 
as possible our revenues, the Business Profits War Tax Act 
will be renewed for the current calendar year so as to make it 
apply to accounting periods ending on or before 31st December, | 
1919, The rates of the Business Profits War Tax Act which 
we are thus extending are as follows: 

Businesses having a capital of $25,000 and over but less than 
$50,000, profits in excess of 10 per cent to be taxable—rate 
25 per cent thereof. 

Businesses having a capital of $50,000 and over (exemption 
for incorporated companies, 7 per cent; other than incorporated 
companies, 10 per cent); profits in excess of exemptions but 
hot exceeding 15 per cent, rate of taxation 25 per cent; profits 
from 15 per cent to 20 per cent inclusive—rate of taxation 50 
per cent; profits in excess of 20 per cent, rate of taxation 75 
per cent. 

In connection with both income and business profits taxa- 
tion, I feel I should again call the attention of the House to 
certain considerations to which regard should, I think, be had 
in the general national interest. Canada is a country inviting 
immigration for settlement and capital and business enterprise 
for investment and development. We must be careful that our 
taxation of income and profits is not such as to place a barrier 
against either. In some provinces of Canada there are at 
present three sets of income taxes, municipal, provincial and 
federal. The result in these provinces is exceedingly heavy 
taxation upon individuals and business enterprise. Our busi- 
ness profits taxation, unless repealed as soon as war conditions 
terminate, must have an adverse influence upon the investment 
of money in business enterprise in Canada. At present there 
is a widespread tendency throughout the world to severely tax 
profits. Within bounds such a policy is not open to criticism, 
but carried beyond a reasonable point it can only defeat its 
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purpose, with consequences detrimental to capital, labour and 
the community as a whole. 


TARIFF REVISION. 


Now, Mr. Speaker, having laid before the House the fiscal 
proposals which we have to make at this time, I feel the occa- 
sion oppgrtune to make a statement respecting the important 
subect of general tariff revision. 

The sound policy in this regard and the one which has been 
followed by all Administrations in Canada is that at certain 
periods, separated by intervals of eight or ten years, there 
should be a deliberate reconsideration and revision of the entire 
tariff schedules. 

Such general revision becomes necessary in the national 
interest from time to time in order to adjust the tariff to the 
changed conditions which have arisen. In the intervals between 
general revisions the policy has been to make as few changes 
as possible in order that the business of the country which has 
adapted itself to existing tariff conditions may not be dis- 
turbed by sudden and unexpected change which always makes 
for uncertainty and lack of confidence. In 1897 there was a 
general tariff revision such as I have mentioned, In 1904 
there was a revision of duties relating to a limited list of com- 
modities embracing oils, glass, and woollen goods, and pro- 
vision was made for a special so-called dumping duty. This 
was not a general but a partial tariff revision. In 1907 there 
was a general revision, and in 1914 there was a partial revision. 
Had the war not oceurred there would have been a general 
revision in 1916 or at the latest in 1917. The world-wide 
disturbance and unsettlement caused by the war and the organ- 
ization of all production and business generally upon a war 
basis rendered such general revision out of the question for the 
time being. For the purpose of increasing the revenues of the 
Dominion and enabling us to defray in part our heavy war 
expenditure special war duties of 73 per cent and 5 per cent 
were in 1915 added to the general and British preferential 
tariff rates respectively upon, with certain exceptions, all 
imports. The revenue received from this special wav tariff 
has been as follows: 


WibeiG. © Sacestuies 2 Heroes bee ee ..$ 25,256,787.89 
ROIGIVTE AAC ny ee, oe i os eee 37,830,427.39 
(OIG. a tee et, Gere See ee 45,018,562.27 
1916-19... cc No de, en a eo nf oe 44,726 ,091.67 


When it is considered that for this year we are budgeting to 
raise barely the amount of our current expenditure and shall 
be obliged to borrow for our capital and demobilization expendi- 
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ture, it will be seen how necessary it is to maintain in greater 
part at least this war tax upon imports. 

It would not be practicable at this time to make a sound 
general revision of the tariff. International trade is most 
unsettled, still hampered by war restrictions and prohibitions 
and by exchange conditions, which are and may long continue 
to be subject to violent fluctuations. Prices are unstable, and 
labour conditions, internationally speaking, most uncertain. 
Until peace is restored and the world is upon a more stable 
basis with respect to capital, labour, prices, markets, and 
exchange, the tariff cannot be revised intelligently. 

It is my hope that within a year conditions will have become 
so stabilized as to permit of a general revision of the tariff, 
which is long, but, owing to the war, unavoidably overdue. 
Preceding such revision there should be a thorough inquiry 
condueted by the Minister of Finance and two or more of his 
colleagues representing the different geographical sections of 
Canada. Such inquiry should afford all interests, agricultural, 
industrial, fishing, lumbering, mining, commercial, and finan- 
cial, producers and consumers alike, an opportunity of express- 
ing their views and opinions and urging their particular needs 
and requirements. The result of such inquiry should be a body 
of information which will enable the Government to effect a 
general revision of the tariff fair to all parts of the community, 
and effectually promoting the national welfare of Canada. 
This inquiry should proceed with its work just as soon as con- 
ditions are sufficiently stabilized to permit. My own view is 
that it might well be commenced about autumn of this year, 


ECONOMIC CONDITIONS IN CANADA, 


Before closing my remarks I feel I should make some general 
observations as to economic conditions prevailing in Canada 
to-day. An outstanding feature of the business situation is the 
fact that a great part of our business activity is due to the con- 
tinued heavy expenditure of public-money. 

The policy of the Government for the so-called reconstruc- 
tion period of transition from war to peace basis as illustrated 
in its programme with respect. to shipbuilding, better housing, 
railway betterments and extensions, public works, and other 
national undertakings, together with its contribution of war 
gratuities to soldiers and the creation of credits for the pro- 
motion of our external trade with Britain and other European 
countries is a vital factor in maintaining our commerce, domes- 
tic and foreign, keeping the wheels of Canadian industry turn- 
ing and affording employment to hundreds of thousands of our 
people. The funds from which these activities and credits are 
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financed and which aggregate many hundreds of millions of 
dollars are borrowed money. This being a war year—a year 
of dislocation and of readjustment, of business and industrial 
uncertainty, of general unrest and of high prices for the necessi- 
ties of life, of demobilization and of re-absorption into civil 
life and occupation of our army—the Government is undoubt- 
edly justified in the policy which it has adopted. To have 
pursued a timid or hesitating course with respect to making 
provision so far as possible for employment and for the pro- 
motion through public finance of our export trade in agriciul- 
tural and manufactured products would have invited most seri- 
ous conditions throughout Canada. During the unsettled 
period following the war Governments must do many things 
outside their function in ordinary times, which private enter- 
prise through hack of resource or from apprehension as to the 
risk involved is not able or willing to undertake. It must, 
however, be pointed out that the continuation of such « policy 
is subject to strict limitation and that we must look forward 
and prepare for a time when the artificial support of employ- 
ment and public financing of trade must be greatly reduced or 
discontinued and the industry and business of the country be 
re-established upon the normal basis of peace conditions. The 
sooner this can be accomplished the better it will be for the 
community as a whole. 

In the meantime while the Government is, through the 
instrumentality of the public credit and otherwise, using every 
endeavour to alleviate conditions which have inevitably arisen 
out of the war and overcome the effects of the sudden cessa- 
tion of the activities which it created it is the clear duty of 
all citizens to earnestly co-operate with the Government and 
with one another to the end that with the exercise of patience, 
goodwill, and high patriotic spirit we may tide over successfully 
this most trying and critical period in the national life of the 
Dominion. 

I shall now read the resolutions: 
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RESOLVED that it is expedient to amend Schedule A to the Customs 
Tariff, 1907, as amended by Chapter 15 of the Acts of 1913, by 
Chapter 3 of the Acts of 1915, by Chapter 7 of the Acts of 1916, by 
Chapter 17 of the Acts of 1918, and by Orders in Council, and to 
strike thereout tariff items :—24, 25, 25a, 26, 27, 28, 28a, 29, 60, 61, 83, 
84, 210, 267a, 290, 329a, 337, 343, 345, 348, 350, 351, 356, 384, 446, 
447, 448, 591, the several enumerations of goods respectively, and 
the several rates of duties of Customs, if any, set opposite each of 
the said items, and to provide that the following items, enumera- 
tions and rates of duties be inserted in said Schedule A :— 


25a 


27 


28 


28a, 


29 


60 
60a 


61 


6la 


83 


83a 


British 
Preferential 
Tariff. 


Chicory, raw or green........per pound 


Chicory, kiln-dried, roasted or ground. 
BORED SOOO NaN ante oes per pound. 


Coffee, extract of n.o.p., and substi- 
tutes thereof of all kinds. .per pound. 


Coffee, roasted or ground, and all 
imitations thereof and substitutes 
therefor, including acorn nuts, 
Me OPieg seceie Siteyerceniseimarsry cn per pound. 


Coffee, roasted or ground, when not 
imported direct from the country of 
growth and production. ...per pound. 


Coffee, green, imported direct from 
the country of growth and produc- 
tion, and green coffee purchased 
in bond in the ‘United King- 
OTRAS Ls eee ce Oe per pound. 


Tea imported direct from the country 
of growth and production, and tea 
purchased in bond in the United 
IKGngd Onis. sess eons per pound. 


When in wrappings, cartons or other 
packages weighing five pounds or 
less, the weight of the wrappings, 
cartons or other packages to be in- 
cluded in the weight for duty. 


Coffee, green, n.o.p..........per pound. 


Wheat, morpitsaascsne «oan ccc ee 


Wheat when imported from a country 
which imposes a Customs duty on 
wheat grown in Canada. ..per bushel. 


Wheat flour, n.o.p.; semolina, n.o.p.... 


Wheat flour and semolina when im- 
ported from a country which imposes 
a Customs duty on wheat flour or 
semolina manufactured in Can- 
Ad ate seniors SRE per barrel 


Potatoes, n.o.p., and potatoes dried, 
desiccated or otherwise prepared, 
LOD Op Oem id SENG, COMM ESERIES 


Potatoes when imported from a country 
which imposes a Customs duty on 
potatoes grown in Canada..per bushel. 


2 cents. 


3 cents. 


5 cents. 


3 cents. 


3 cents 


and 7} p.c. 


2% cents. 


7 cents. 


30 cents. 


Free. 


123 cents. 


Inter- 
mediate 
Tariff. 


3 cents. 


5 cents. 


7 cents. 


5 cents. 


3 cents. 


10 cents. 


3 cents 


and 10 p.c. 


Free. 


12 cents. 


Free. 


_ 50 cents. 


Free. 


20 cents. 


5 cents. 


3 cents. 


10 cents. 


3 cents 


and 10 p.c. 


Free. 


12 cents. 


Free. 


50 cents. 


Free. 


20 cents, 
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Potatoes dried, desiccated or other- 
wise prepared when imported from 
a country which imposes a Customs 
duty on such articles produced in 
CORMERB 5 5 < os eaters Fa ae 


Peroxide of soda; soda, sulphate of, 
crude, known as salt cake; silicate of 
soda in crystals or in solution; bichro- 
mate of soda; nitrate of soda or cubic 
nitre; sal soda; sulphide of sodium; 
nitrite of soda; arseniate, binar- 
seniate, chlorate, bisulphite and stan- 
nate of soda; prussiate of soda and 
SHiphite Of BOMB. ..cyie. ss aboeeeae he 


210b | Barilla or soda ash.......... per pound. 


267a |Crude petroleum in its natural state, 
-7900 specific gravity or heavier at 60 
degrees temperature, when -imported 
by oil refiners to be refined in their 
owindactories. 4.) descent... Seon ee 


290 |Cement, Portland, and hydraulic or 
water lime, in barrels, bags, or casks, 
the weight of the package to be in- 


cluded in the weight for duty ....... 
per one hundred pound 


SIGs [ERO OFGe ccc ace sade crore oo (este axel eit 


337 lLead, old, scrap, pig and block....... 
per pound. 


343 |Tin, in blocks, pigs or bars; tin strip 
Waste and 1KLOM. 502. <cs «etn 


845 |Zinc dust, sheets and plates; sal am- 
moniac skimmings; and seamless 
drawn tubing of zinc.........06.5-5. 


345a |Zine spelter and zine in blocks, pigs, 
DRES OF TOUS. vod. acs 0301s es per pound. 


348 |Copper in blocks, ingots and pigs....... 
per pound. 


348b |Brass and copper scrap...........+---+- 


348c |Brass in blocks, ingots or pigs; copper 
in bars or rods, not less than six feet 
in length, unmanufactured, n.o.p.; 
copper in strips, sheets or plates, not 
polished, planished or coated; brass 
or copper tubing, in lengths not less 
than six feet, and not polished, bent 
or otherwise manufactured.......... 


348d |Copper in bars or rods when im- 
ported by manufacturers of trolley, 
telegraph and telephone wires, elec- 
tric wires and electric cables for use 
only in the manufacture of such 
articles in their own factories........ 


356 |Nickel in bars and rods, strips, sheets 
OE DUMBO. 0004 Seow ed vceen rig Epes 


356a |Nickel silver and German silver in 


bars, rods, strips, sheets, plates or} 
REDUOES ids d seer ar cae ve nen ee eeey ' 


British Inter- 
Preferential} mediate General 

Tariff. Tariff. Tariff. 

15 p.c. 30 p.c. 30 p.c. 
Free. Free. Free. 
1/5 cent. | 3/10 cent. | 3/10 cent. 
Free. Free. Free. 

5 cents. 8 cents. 8 cents 
Free. Free. Tree. 
4 cent. 1 cent. 1 cent. 
Free. Free. Free 
Free. Free. Free 

$ cent. 1 cent. 1 cent. 
1 cent. 1} cents. 1} cents, 
Free. Free. Free. 
5 p.c. 10 p.c. 10 p.c. 
Free. Free. Tree. 
"Free. Free. Free. 
5 p.c 10 p.c. 10 p.c. 
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384a 


446 


448 


ae 


Farm wagons and complete parts 


Treight wagons, drays and sleighs, and 


Rolled iron or steel sheets and strips, 
polished or not, number fourteen 
gaugg and thinner, n.o.p.; Canada 
plates; Russia iron; terne plates and 
rolled sheets of iron or stecl, coated 
with zinc, spelter or other metal, 
of all widths or thicknesses, n.o.p.; 
and rolled iron or steel hoop, band, 
scroll or strip, number fourteen gaug¢ 
and thinner, galvanized, or coated 
with other metal, or not, n.o.p.....-- 


Rolled iron or steel hoop, band, scroll 
or strip, number fourteen gauge and 
thinner, and rolled iron or steel 


sheet, when imported by manufac- 
turers for use only in their own 
factories in the manufacture of gal- 
vanized iron or steel hoop, band, 
scroll, strip or sheet......--.--++-++- 


Cultivators, harrows, horse-rakes, 


seed-drills, manure spreaders and 
weeders and complete parts thereof.. 


Ploughs and complete paris thereof... 


Windmills and complete parts thereof, 


not including shafting.........-- 


Portable engines with boilers, in com- 
bination, horse-powers and traction 
engines for farm purposes; wind- 
stackers, and threshing machine sep- 
arators, including baggers, weighers 
and self-feeders therefor, and com- 
plete parts of all articles specified 
inthis taritt, 1CCM.. 2.12. 0n aeeee 


Hay loaders, potato diggers, fodder or 


feed cutters, grain crushers, fanning 
mills, hay tedders, farm, road or 
field rollers, post hole diggers, 
snaiths; and other agricultural imple- 
WAGWS DE ODarec te eigtttctrs aera here arbre 


complete parts thereof......-..--..-- 


Settlers’ effects, viz.:—Machines, vehi- 
cles and implements for agricultural] 
purposes, moved by _ mechanical 
power, if actually owned abroad by 
the settler for at least six months 
before his removal to Canada, and 
subject to regulations prescribed by 
the Minister of Customs............- 


Provided that the said machines, vehi- 
cles and implements may not be so 
entered unless brought by the Settler 
on his first arrival, and shall not be 
sold or otherwise disposed of with- 
out payment of duty until after 
twelve months’ actual use in Canada. 


British 
Preferential 
Tariff. 


Free. 


OM pe; 


123 p.c. 


124 p.e. 


Free. 


Inter- 
mediate 
Tariff. 


Free. 


20) spre: 


20) Spe. 


25" p.c: 


General 
Tariff. 


123 p.c. 


Free. 


15 sepses 


173 p.c. 


173 p.c. 


20M p.c: 


20) p.c: 


25 p.c. 


Free. 
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2. RESOLVED that it is expedient to amend Chapter 3 of the Acts of 
1915 by striking out in subsections 1 and 2 of section 3 the rate of 
duty “5 p.c.,” under the words “ British Preferential Tariff ’’ 
and substituting therefor the word “ nil” in each subsection. 


3. RESOLVED that it is expedient to provide that the following goods 
shall be exempt from the provisions of section 3 of Chapter 3 of 
the Acts of 1915: 


(r) materials imported to be used in the manufacture of goods 
enumerated in tariff items 446, 446b, 446c, 447, 448, 449, 450 
and 591; 


(s) olive oil and peanut oil for canning fish; 


(t) materials imported prior to the first day of September, 1920, 
to be used in the manufacture of oleomargarine as described 
in The Dairy Industry Act, 1914, and amendments thereto; 


(u) linen or cotton clothing, n.o.p.; 
(v) goods enumerated in the following tariff items in Schedule 
A: 


5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 24, 25, 25a, 26, 27, 
98, 28a, 29, 30, 31, 32, 33, 34, 35, 36, 37, 38, 39, 39a, 41, 42, 43, 
44, 46, 46a, 47, 48, 49, 50, 51, 52, 53, 56, 57, 58, 59, 60, 60a, 61, 
6la, 62, 63, 63a, 64, 65, 67, 68, 69, 69a, 70, 71, 71a, 72, 73, 74, 
76, 81, 82, 83, 83a, 84, 85, 86, 87, 88, 89, 90, 91, 93, 94, 95, 96, 
97, 97a, 98, 99, 99a, 100, 101, 102, 103, 105, 106, 107, 108, 
109; 110, 111, 113, 113a, 114, 115, 116, 117, 118, 119, 120, 121, 122, 
123, 124, 125, 126, 127, 128, 130, 133, 136, 136a, 137, 138, 140, 
140a, 141, 152, 152a, 155, 170, 210b, 227, 267a, 268, 269, 270, 
271, 272, 273, 274, 275, 276, 276a, 277, 2Z77a, 279, 281, 290, 329a, 
337, 348, 345a, 348, 384, 384a, 387a, 411, 444, 446, 446b, 446c, 
447, 448, 449, 450, 456, 459, 460, 461, 461a, 462, 462a, 469, 472, 
475, 520, 521, 522, 523, 533a, 551, 553, 554, 555, 556, 557, 558, 
563, 565, 566, 567, 568, 568a, 569, 587, 588, 591, 599, 601, 602, 603, 
604, 605, 606, 607, 611, 6lla, 612, 617, 625, 626, 627, 631, 638, 
638a, 639,.641, 642, and 705a. 


4. RESOLVED that Schedule B to the Customs Tariff, 1907, be amended by pro- 
viding that the following items, enumerations, and rates of drawback of customs 
duties be inserted in said Schedule: 


Item : 
No. Goods. When subject to Drawback. = 


1025 |Materials, not including|When used prior to first day of Sep- 

machinery . tember, 1920, in the manufacture 
of oleomargarine as described in 
The Dairy Industry Act, 1914, and 


amendments thereto........--.-- 99 p.c. 
1026 }Materials............---- When used in the manufacture of 

goods enumerated in tariff items 

446, 446b, 447, 448 and 591......... 30 p.c. 


Business Profits War Tax. 


RESOLVED, 

1. That it is expedient to amend The Business Profits War Tax 
Act, 1916, as amended by chapter six of the statutes of 1917, and by 
chapter ten of the statutes of 1918, and to provide that the provisions 
of Section three of the said Act shall not continue in force after the 
thirty-first day of December, one thousand nine hundred and nineteen; 

2. That with respect to every business liable to taxation under the 
said Act the period for which the returns shall be made and during 
which it shall be liable for assessment shall be at least sixty months, 
commencing with the beginning of the first accounting period ending 
after the thirty-first day of December, one thousand nine hundred and 
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fourteen, or for such less period as the business may have been carried 
on from the beginning of the said accounting period to the end of the 
period for which the said tax may be levied under this Act; 


3. That the word “‘ commencing ” be replaced by the word “ end- 
ing ” in the proviso to section twenty-six as enacted by chapter ten of 
the statutes of 1918. 


Income Tax. 


Resolved, That it is expedient to amend the provisions of The 
Income War Tax Act, 1917, as amended by chapter 25 of the statutes of 
1918, and to provide,— 


1. That income liable to taxation shall include the salaries, indem- 
nities or other remuneration of members of the Senate and House of 
Commons of Canada and officers thereof, of members of Provincial 
Legislative Councils and Assemblies, of Municipal Councils, Commis- 
sions and Boatds of Management, of any Judge of any Dominion or 
Provincial Court appointed after the passing of this Act, and of all 
other persons, including those whose salaries, indemnities or other 
remuneration are paid by His Majesty in respect of His Government of 
the Dominion of Canada, or of any Province; excepting therefrom the 
income of the Governor General of Canada. 


2. That the exemptions and deductions allowed from taxable in- 
come by paragraph (a) of subsection one of section three of The In- 
come War Tax Act, 1917, be amended to provide for such reasonable 
allowance as may be granted by the minister, in his absolute discretion 
for depreciation; by striking out the exemption for any expenditure of 
a capital nature for renewals or for the development of a business; and 
by adding the provision that the minister when determining the income 
derived from timber limits shall make an allowance for their exhaus- 
tion. 


3. That the allowance of two hundred dollars for each child under 
sixteen years of age who is dependent upon the taxpayer for support 
as enacted in paragraph (b) of subsection one of section three of The 
Income War Tax Act, 1917, as amended by chapter 25 of the statutes 
of 1918 be allowed for the purposes of the normal tax only. 


4. That in lieu of the provisions of paragraph (d) of subsection one 
of section three of The Income War Tax Act, 1917, it be enacted that 
dividends received by or credited to shareholders of a corporation 
which is liable to taxation under the provisions of the said Act shall not 
be liable to normal tax in the hands of the shareholders but shall be 
liable to the supertax.and surtax provisions of the said Act and to the 
surtax provisions of these resolutions. The amount of the exemption 
from normal tax to the shareholders shall not exceed the net amount 
of such dividends after the deduction of the interest or carrying 
charges, if any, in respect of such dividends. Provided, however, 


(a) that in determining the income no deduction shall be allowed 
in respect of personal and living expenses, and in cases in 
which personal and living expenses form part of the profit, 
gain or remuneration of the taxpayer, the same shall be 
assessed as income for the purposes of this Act; 


(b) that deficits or losses sustained in transactions entered into for 
profit but not connected with the chief business, trade, pro- 
fession or occupation of the taxpayer may not be deducted 
from income derived from the chief business, trade, profession 
or occupation of the taxpayer in determining his taxable in- 
come. . 


5. That it be enacted in lieu of the provisions of subsection four of 
section three of The Income War Tax Act, 1917, that the share of a 
taxpayer in the undivided or undistributed gains and profits of a cor- 
poration shall not be deemed to be taxable income of the taxpayer 
unless the minister is of opinion that the accumulation of such un- 
divided and undistributed gains and profits is made for the purpose 
of evading the tax and is in excess of what is reasonably required for 
the purposes of the business. 
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6. That dividends or shareholders’ bonuses paid or credited to its 
shareholders by a corporation on or after January Ist, 1917, shall be 
taxable as income of the shareholder in the year in which the same are 
received or credited unless paid exclusively out of a surplus or accu- 
mulated profits on hand prior to the Ist January, 1917. No dividend 
or shareholders’ bonus shall be deemed to be paid or credited out of 
surplus or accumulated profits on hand prior to the Ist January, 1917, 
if the earnings of the corporation since the beginning of the account- 
ing period which ended in 19t7 are sufficient to provide for the said 
sage and other taxable dividends paid or credited since the said 

ate. 


(a) Income of a beneficiary of an estate shall be deemed to include 
the amount accruing during each taxation year to which he, his 
heirs or assigns are entitled from the income of the estate 
whether distributed or not. 


(b) Any part of the remuneration of a taxpayer retained by his 
employer in connection with insurance, sick benefit, super- 
annuation, pension fund or plan shall be allowed as an exemp- 
tion or deduction from the income of the taxpayer for income 
tax purposes, and any payment to an employee out of such 
fund or plan shall be included as taxable income of the 
employee. 


7. That there shall be assessed, levied and paid upon the income 
during the preceding year of every person residing or ordinarily resi- 
dent in Canada or employed in Canada or carrying on any business in 
Canada except corporations and joint stock companies, the following 
taxes: 

(a) Four per centum upon all income exceeding one thousand 
dollars but not exceeding six thousand dollars in the case of unmar- 
ried persons and widows or widowers without dependent children, and 
exceeding two thousand dollars but not exceeding six thousand dollars 
in the case of all other persons; 

Eight per centum upon all income exceeding six thousand dollars 
in the case of all persons. 


And in addition thereto the following surtax: 

(b) One per centum upon the amount by which the income exceeds 
five thousand dollars and does not exceed six thousand dollars; 

Two per centum upon the amount by which the income exceeds 
six thousand dollars and does not exceed eight thousand dollars; 

Three per centum upon the amount by which the income exceeds 
eight thousand dollars and does not exceed ten thousand dollars; 

Four per centum upon the amount by which the income exceeds 
ten thousand dollars and does not exceed twelve thousand dollars; 

Five per centum upon the amount by which the income exceeds 
twelve thousand dollars and does not exceed fourteen thousand dollars; 

Six per centum upon the amount by which the income exceeds 
fourteen thousand dollars and does not exceed sixteen thousand 
dollars; 

Seven per centum upon the amount by which the income exceeds 
sixteen thousand dollars and does not exceed eighteen thousand 
dollars; 

Eight per centum upon the amount by which the income exceeds 
eighteen thousand dollars and does not exceed twenty thousand 
dollars; 

Nine per centum upon the amount by which the income exceeds 
twenty thousand dollars and does not exceed twenty-two thousand 
dollars; 

Ten per centum upon the amount by which the incéme exceeds 
twenty-two thousand dollars and does not exceed twenty-four thousand 
dollars ; . 

Eleven per centum upon the amount by which the income exceeds 
twenty-four thousand dollars and does not exceed twenty-six thousand 
dollars ; 
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Twelve per centum upon the amount by which the income exceeds 
twenty-six thousand dollars and does not exceed twenty-eight thousand 
dollars ; 


Thirteen per centum upon the amount by which the income exceeds 
twenty-eight thousand dollars and does not exceed thirty thousand 
dollars; 


Fourteen per centum upon the amount by which the income ex 
ceeds thirty thousand dollars and does not exceed thirty-two thousand 
dollars; 


Fifteen per centum upon the amount by which the income exceeds 
thirty-two thousand dollars and does not exceed thirty-four thousand 
dollars; 


Sixteen per centum upon the amount by which the income exceeds 
thirty-four thousand dollars and does not exceed thirty-six thousand 
dollars; 


Seventeen per centum upon the amount by which the income ex- 
ceeds thirty-six thousand dollars and does not exceed thirty-eight 
thousand dollars; 


Eighteen per centum upon the amount by which the income ex- 
ceeds thirty-eight thousand dollars and does not exceed forty thousand 
dollars; 


Nineteen per centum upon the amount by which the income ex- 
ceeds forty thousand dollars and does not exceed forty-two thousand 
dollars; 


Twenty per centum upon the amount by which the income ex- 
ceeds forty-two thousand dollars and does not exceed forty-four 
thousand dollars; 


Twenty-one per centum upon the amount by which the income ex- 
ceeds forty-four thousand dollars and does not exceed forty-six thous- 
and dollars; 


Twenty-two per centum upon the amount by which the income ex- 
ceeds forty-six thousand dollars and does not exceed forty-eight thous- 
and dollars; 


Twenty-three per centum upon the amount by which the income 
exceeds forty-eight thousand dollars and does not exeeed fifty thousand 
dollars; 


Twenty-four per centum upon the amount by which the income ex- 
ceeds fifty thousand dollars and does not exceed fifty-two thousand 
dollars; 


Twenty-five per centum upon the amount by which the income ex- 
_ ceeds fifty-two thousand dollars and does not exceed fifty-four thous- 
and dollars; 


Twenty-six per centum upon the amount by which the income ex- 
ceeds fifty-four thousand dollars and does not exceed fifty-six thousand 
dollars ; 

Twenty-seven per centum upon the amount by which the income 
exceeds fifty-six thousand dollars and does not exceed fifty-eight 
thousand dollars; 


Twenty-eight per centum upon the amount by which the income 
exceeds fifty-eight thousand dollars and does not exceed sixty thous- 
and dollars; 


Twenty-nine per centum upon the amount by which the income 
exceeds sixty thousand dollars and does not exceed sixty-two thousand 
dollars ; 


Thirty per centum upon the amount by which the income exceeds 
sixty-two thousand dollars and does not exceed sixty-four thousand 
dollars ; t 

Thirty-one per centum upon the amount by which the income ex- 
ceeds sixty-four thousand dollars and does not exceed sixty-six thous- 
and dollars; 

Thirty-two per centum upon the amount by which the income ex- 
ceeds sixty-six thousand dollars and does not exceed sixty-eight thous- 
and dollars; 
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Thirty-three per centum upon the amount by which the income ex- 
ceeds sixty-eight thousand dollars and does not exceed seventy thous- 
and dollars; 

Thirty-four per centum upon the amount by which the income ex- 
ceeds seventy thousand dollars and does not exceed seventy-two thous- 
and dollars; 

Thirty-five per centum upon the amount by which the income ex- 
ceeds seventy-two thousand dollars and does not exceed seventy-four 
thousand dollars; 

Thirty-six per centum upon the amount by which the income ex- 
ceeds seventy-four thousand dollars and does not exceed seventy-six 
thousand dollars; 

Thirty-seven per centum upon the amount by which the income 
exceeds seventy-six thousand dollars and does not exceed seventy-eight 
thousand dollars; 

Thirty-eight per centum upon the amount by which the income 
exceeds seventy-eight thousand dollars and does not exceed eighty 
thousand dollars; 

Thirty-nine per centum upon the amount by which the income ex- 
pate eighty thousand dollars and does not exceed eighty-two thousand 

ollars; 

Forty per centum upon the amount by which the income exceeds 
eighty-two thousand dollars and does not exceed eighty-four thousand 
dollars; 

Forty-one per centum upon the amount by which the income ex- 
ceeds eighty-four thousand dollars and does not exceed eighty-six 
thousand dollars; 

Forty-two per centum upon the amount by which the income ex- 
ceeds eighty-six thousand dollars and does not exceed eighty-eight 
thousand dollars; 

Forty-three per centum upon the amount by which the income ex- 
ceeds eighty-eight thousand dollars and does not exceed ninety thous- 
and dollars; 

Forty-four per centum upon the amount by which the income ex- 
ceeds ninety thousand dollars and does not exceed ninety-two thousand 
dollars; 

Forty-five per centum upon the amount by which the income ex- 
ceeds ninety-two thousand dollars and does not exceed hinety-four 
thousand dollars; 

Forty-six per centum upon the amount by which the income ex- 
ceeds ninety-four thousand dollars and does not exceed ninety-six 
thousand dollars; 

Forty-seven per centum upon the amount by which the income ex- 
ceeds ninety-six thousand dollars and does not exceed ninety-eight 
thousand dollars; 

Forty-eight per centum upon the amount by which the income ex- 
ceeds ninety-eight thousand dollars and does not exceed one hundred 
thousand dollars; 

Fifty-two per centum upon the amount by which the income ex- 
ceeds one hundred thousand dollars and does not exceed one hundred 
and fifty thousand dollars; 

Fifty-six per centum upon the amount by which the income ex- 
ceeds one hundred and fifty thousand dollars and does not exceed 
two hundred thousand dellars; 

Sixty per centum upon the amount by which the income exceeds 
two hundred thousand dollars and does not exceed three hundred 
thousand dollars; 

Sixty-three per centum upon the amount by which the income ex- 
ceeds three hundred thousand dollars and does not exceed five hundred 
thousand dollars; 

Sixty-four per centum upon the amount by which the income ex- 
ceeds five hundred thousand dollars and does not exceed one million 
dollars; } 

Sixty-five per centum upon the amount by which the income ex- 
ceeds one million dollars. 


42 


8. That in lieu of the provisions of subsection two of section four 
of The Income War Tax Act, 1917, as amended by section three of 
chapter 25 of the statutes of 1918, it be enacted that corporations and 
joint stock companies, no matter how created or organized, shall pay 
ten per centum upon income exceeding two thousand dollars, but shall 
not be liable to pay the surtax; any corporation or joint stock com- 
pany the fiscal year of which is not the calendar year shall make a 
return and have the tax payable by it computed upon its income for 
its fiscal year ending within the calendar year for which the return is 
being made. 

9. That any persons carrying on business in partnership shall be 
liable for the income tax only in their individual capacity. Provided, 
however, that a husband and wife carrying on business together shall 
not be deemed to be partners for any purpose under The Income War 
Tax Act; 1917, 

10. That a member of a partnership or proprietor of a business 
whose fiscal year is other than the calendar year shall make a return 
of his income from the business, and his tax shall be computed upon 
the basis of his income from the business for the fiscal period ending 
within the calendar year for which the return is being made. 


11. That it be enacted in lieu of the provisions of subsection five 
of section four of The Income War Tax Act, 1917, that taxpayers shall 
be entitled to the following deductions from the amount that would 
otherwise be payable by them for taxes under the provisions of the 
said Act:— 

(a) The amount paid by such taxpayer under the provisions of 
Part 1 of The Special War Revenue Act, 1915, and any amendments 
thereto or The Business Profits War Tax Act, 1916, and any amend- 
ments thereto: Provided that in computing the taxable income here- 
under, the taxpayer shall not include any taxes paid under the said 
Acts in the expenses of his business, and the minister shall have power 
to determine any questions that may arise in consequence of any dif- 
ference in the several periods for which the taxes under the said Acts 
and under the proposed legislation respectively are payable, and the 
decision of the minister thereon shall be final and conclusive. In the 
case of a partnership each partner shall be entitled to deduct such 
portion of the tax paid by the partnership under The Business Profits 
War Tax Act, 1916, and any amendments thereto as may correspond to 
his interest in the income of the partnership, provided that such deduc- 
tion shall not affect the liability of the taxpayer to tax hereunder in 
respect of any income which does not form part of the profits assessed 
under The Business Profits War Tax Act, 1916, but such incomes shall 
be assessed for income tax purposes, in the same manner as if it were 
the only income of the taxpayer. 

(b) The amount paid to Great Britain or any of its self-governing 
colonies or dependencies for income tax in respect of the income of 
the taxpayer derived from sources therein and the amount paid to any 
foreign country for income tax in respect of the income of the taxpayer 
derived from sources therein, if, and only if, such foreign country in 
imposing such tax allows a similar credit to persons in receipt of 
income derived from sources within Canada; provided, that such 
deduction shall not at any time exceed the amount of tax which 
would otherwise be payable under the provisions of section three of 
chapter 25 of the statutes of 1918, or these resolutions, in respect of 
the said income derived from sources within Great Britain or any of 
its self-governing colonies or dependencies, or any foreign country; 
and further provided, that the said deduction shall be allowed only 
if the taxpayer furnishes evidence satisfactory to the minister showing 
the amount and other particulars of income derived from sources 
within Great Britain or any of its self-governing colonies or depen- 
dencies or any foreign country. ; 

12. That in lieu of the provisions of paragraph (i) of section five 
of The Income War Tax Act, 1917, it be enacted that the net income 
derived from any bonds or other securities of the Dominion of Canada, 
issued exempt from any income tax imposed in pursuance of any legis- 
lation by the Parliament of Canada, after the deduction of the interest 
or carrying charges, if any, in respect of such income, shall not be 
liable to taxation thereunder. 
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13. That every person required to make a return of his income 
under subsection one of section seven of The Income War Tax Act, 
1917, who fails to make a return within the time limited therefor shall 
be subject to a penalty of twenty-five per centum of the amount of the 
tax payable, and every other person who is required to make a return 
under the provisions of the said section who fails to do so within the 
time limited therefor will be subject to a penalty of ten dollars for 
each day during which the default continues, and all such penalties 
shall be assessed and collected from the person liable to make the 
return in the same manner in which taxes are assessed and collected. 
Provided that the minister may on application extend the time for 
making a return in such circumstances as he may approve. 

14. That the date of assessment fixed by subsection one of section 
ten be changed from the thirtieth day of April to the thirty-first day of 
October, and in default of payment within one month from the date 
of the mailing of the assessment notice, a penalty of five per centum 
of the amount of such tax shall be added thereto, and thereafter a fur- 
ther penalty of one per centum per month shall be added for each 
additional month or portion thereof during which the said tax and 
penalty remain unpaid. 


15. That the minister may refund any tax or penalty wrongfully or 
illegally assessed and collected but no refund shall be allowed because 
of any alleged error in the assessment unless application therefor is 
made within twelve months of the date of the payment of the tax or 
penalty. * 

16. That any chartered bank of Canada shall receive for deposit 
without any charge for discount or commission any cheque made pay- 
able to the Receiver General of Canada in payment of tax or penalty 
imposed by this proposed legislation, whether drawn on the bank 
receiving the cheque or on any other chartered bank in Canada. 

17. That excepting such provisions as are applicable to income 
tax returns and assessments of income for the year 1919, and account- 
ing periods ending in 1919 and subsequently, and as are applicable to 
income tax return and assessments of income for the year 1918, and 
accounting periods ending in 1918, and subsequently, all other pro- 
visions of the proposed legislation shall, for the purpose of administra- 
tion, be deemed and construed as having force and effect as from 
the date on which The Income War Tax Act, 1917, came into force. 
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BUDGET SPEECH 


DELIVERED BY 


HON. SIR HENRY L. DRAYTON, M. P. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, MAY 18, 1920 


WAYS AND MEANS—THE BUDGET. 


Hon Sir HENRY DRAYTON (Minister of Finance) 
moved: 


The Speaker do now leave the Chair for the House to go into Com- 
mitte of Ways and Means. 


He said: Mr. Speaker, I am afraid that on the present 
oceasion I shall have to ask the indulgence of the House as I 
shall have to address the House at considerable length. The 
fault is not mine; the financial position of the country at the 
present requires, I think, to be dealt with in considerable detail. 

The conditions not only in Canada to-day, but the world 
conditions obtaining, are very different from the conditions 
which did obtain while the war was in progress. During this 
period the compelling necessity of the moment, the winning of 
‘the war, required raising large sums of money in the easiest 
possible way and with the least interference with the public or 
with business methods. It was absolutely imperative that 
there should be no check in production, no questions raised 
which might hinder that production or hinder the war effort. 
It was no time for the consideration of domestic polities, which 
in any way might distract the nation from a united effort towards 
the supreme end. 

These conditions to-day are changed; the war is won; 
expenses are great; the cost of Government operations as well 
as the carrying on of every business of every character in the 
country has increased enormously, and over and above this the 
country, with other countries which took their part in the 
titanic struggle, is faced with a pyramid of debt. The task 
to-day is to aid the return to ordinary economic conditions to 
the extent that such return is at this time possible. 
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The duty to-day is not only to carry on the Government of 
the country without any additions to the debt, but on the other 
hand topromote measures which will reduce the nation’s obliga- 
tions. The task while heavy is nevertheless not as severe and 
difficult as the obstacles and difficulties which the country has 
gloriously overcome in the five years of war and stress. Indeed, 
were it possible for the country to again become as united and 
earnest as it was during the war period, if it were possible for 
each and all of us to sink all differences, class and sectional 
interests and jealousies into an effort towards re-establishing a 
Canada as united and co-ordinated as that which won the war, 
the task would be indeed easy and simple. 

Canada’s soldiers during that period won for themselves 
and our country imperishable fame. ‘‘ Their name liveth for 
evermore.” But the productive efforts of Canada during that 
period were second only to their glorious record. For the five 
fiscal years ended on March 31, 1915, the excess of the country’s 
imports over exports amounted to $825,521,490. For the next 
succeeding five years, ended on March 31 last, this excess of 
imports was not only overtaken, but our exports exceeded our 
imports by a sum of $1,803 ,442,233. It is plain in view of sucha 
tremendous productive and industrial exploit, that if anything 
like the same effort is made to overcome debts, and by over- 
coming debts to bring about a proper deflation of prices, credits, 
and circulation, the task will prove well within our powers. 
Canada’s trade while, as in the case of all countries, subject to 
periodical depression has steadily advanced, as the following 
figures will show: 


Fiscal Year. . Total Trade. 
RAO Rete ee err eg AR Slits oho no $ 149,489,188 
i aso Os Hat ee aca ee MO EPAC HIS Ort oe okey 196,309, 107 
LOO e soe ote ccccame tg iy eke Beene: Se ee 304 , 227 , 339 
LOO ak te. dS Wash ori iss te ee e e 548 , 139,881 
OIG ites ceae cow ooadk. sun tak cioah agaist ne 2,185,194,620 
1920\(unreyised yo). 4.2 nae ee 2,351,174,886 


The increase thus recorded is one which is contributed to 
practically by all of our productive agencies and is spread over 
a wide field. An increase in the basic industry of agriculture 
may be illustrated by the country’s wheat production which has 
been as follows: 


Year. Bushels. 
LE TON Shee db. ee ot ne ee ae 16,732,873 
icicle ee Meer Lr PE 32,350,269 
SOON cron. so fue Se 42,202,002 
1900 LAS. RES. Sk Ee ee eee 55,572,368 
LONO Ss :.  he Sate ha Picasa ne oN 132,077 ,547 
LOO oe ce tia. oat ge aye oer et 193 , 260,400 


As indicating the development which has taken place in 
the production of our agriculture, forests, mines, and fisheries, 
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and the growth of our manufacturing establishments, I desire to 
place on record the following statisties: 


AGRICULTURAL PropucTion—CanapDa. 


Other Total 
Year. Field Crops. Farm Produce. Production. 
L900, 2S aa S eee. 3 $ 194,953,420 $ 169,953,446 $ 364,906 , 866 
TOI. 4 Side aes es 383 , 3866 , 856 279 , 982,334 663 , 349,190 
Ly ee pea rl 1, 144,637,000 476,391,000  1,621,628,000 
LOT. Peck eae an 1,452,437 ,000 523,404,000 1,975,841,000 


Forest Propuction—Canapa. 
Log Products 


Year. and Wood Pulp. 

Tale anid kde a, ce, Serie, bee $ 39,540,570 
Ele ween gah cies oc rh cen ee 55, 266 , 368 
POUL agen. Rabe Men, tree oe ee ee 55,051,865 

LOU tere tee ch iis eke eel S ae ee 72,878,051 

TSE ve eae ee i en Bee cee ene. 114,713,655 

DA its Page i Rn mic Eade eit 79,767,938 

LER Ne Rie Cel a beara iva Dalal re cee 2. Sarde Me 140,381,584 

Minera Propuction—CaNnapba 

rear. 

LORSE Sate en ene ee eee 14,013,113 

LB OG enw ke OREN en ee Ae 49,234,005 

DOOD Ac cin Sra aecs deeds cept ea a Ee ee A 91,831,441 

Le ee ee a ee eee ae ee 189,646 ,821 

LOU Bare apes Seed eee 2 Re ae et 211,301,897 

LEO oem ok oe as eee 2, Se ee aoe 173 ,075,913* 


+Subj ject to revision. 


Fisuery Propuction—Canapa. 
Fiscal Year. 


BOT ss vig. ase giles xa in Ex Rs ee ee $ 613,529,254 
OOO sateen tera ecigee Gee a ee ee 17,655, 254 
EBOO cs tries diptards Gene a hana crt. eee ice 21,891,706 
WOO es aden ck cae ae ae, dee ee 29 ,629, 169 
LS Ia tre Re oN Dog ro hcg rape eh aye” Py 52,312,044 
BOSD. cos cas penn ies Pee See 60,243 , 429 


*Calendar year. 


Manuracturine Inpustrizs.—Canapa. 


Year. Capital Invested. Employees. Value of Products. 
|e ee oh eae $ 165, 302, 623 254, 935 $ 309, 676, 068 
ABO.) sols see a ee 353, 214, 300 369, 595 469, 847, 886 
TOON sea ets Peet eens 446, 916, 487 308, 482 481, 053,375 
TONG ase as 3 oe CA 846, 585, 023 356, 034 718, 352, 603 
FOUL co cnahtacele ots ac ce 1, 247,583, 609 515, 203 1,165, 975, 639 
Ss Pee ae eee 1, 994, 103, 272 514, 883 1, 407, 137, 140 
CET Cpe an Sn ee 2,786, 649, 727 692, 067 3,015,577, 940 


Co-related with the above are certain financial statistics 
which are interesting. 


CaNnapIAN CHARTERED BANKks. . 
Paid-Up Capital 


Year. and Resarve. 

CORE Sa idss bee Oe ho nee $ 79,218,565 
Ue ee ne ae ay 91,197,340 
TOURS. sc niciep os sonar» cea atin iu aioes ea oe ee 170,885 , 203 
POI ck SSS... aed AS. BEC Se a ee 225 , 508 , 222 
LT) Re ee ee i ak ee ERY EEN, Dy 243,912,111 

Total Bank Deposits by 
Year. the Public in aes 

LBs. Sasa. SLE, <ie-ed Se OR: a $ 71,900,195 
ME chon tu dg ducal tea Ee eee 128 ,725, 529 
LRG dna ya ss sae oat ak ee ee 248,752,085 
WO caistarc sn es nk eRe ed ee Ae 639,899 ,365 
OES er oitan gene wee Coen ee 1,669 ,597 ,617 
POA, horas anes ats hips eee es 1,841,478,895 
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Amount or Fire Insurance Po.icres 1n Force. 


Year—Dec. 31. Amount. 

i Ley oT AO ten On I OM OOO A OIOn como BO USS $ 409,899,701 
VRQ See arccorc sas eer aoe a rsa et olin el olredelerretretette ar 650,735,059 
TSO Bn ist ee aye Oona en DCT eke meoatonere 895 ,394, 107 
TOGO Sivek wise ae OE ae eisueusrote ees eonctamaiors a 1,700,708 , 263 
NOUS cet etches cneuremerare Ales ses austere ater e, eno 4,523,514,841 
AMID) (eoieikanateoNe sougere ocOG aco osnucomooodae 4,904,396 ,461 


Amount oF Lire INSURANCE Po.utctEs IN FORCE. 


Year—Dec. 31. Amount. 

Lo oie et one an aspen et ease erent ccna MER CE RCL CEE See Se olden 
PESO. Mois MAPA SY AA bes Re alae wah, wen yanst nt chores 211,761,583 
TSO Bp ee ee foe ear NG Sree trer acters acotcbere te tasters 368 , 523 ,985 
19 OS ee hs ee aad Nae Rene 719,513,913 
TOUS ee Mere hia ef UN A etr Aar fesremee eget Re 1,785,061 ,273 
LOTONCunTevised) eee gracile cee cere tetas ite yor. 2,187,833 ,396 


If the progress of the past be but a fair indication of the 
future, the problems of to-day and to-morrow may be faced 
without doubt of a successful issue. 


During the period covered by the above statistics an 
immense railway system has been built. In 1879 the mileage 
of steam railways in Canada was 6,484, and in 1919, 38,896. 


Sream Ramways or CANADA. 


1879. 1889. 1899. 1909. 1919. 
Miles in ue 6, 484 12, 628 17, 141 24, 104 38, 896 
Tons of freight. . .. 8,848,310 17,928,626 31,211,753 66, 842) 258 116, 699,572 
Gross earnings........ $ 19, 925, 066 42,149,615 62, 243, 784 145,056,336 382,976,901 


A great canal system has also been constructed from tide 
water to the head of the Lakes at a capital cost of $110,823 ,237.42 
to the country. Large and commodious public buildings have 
also been erected, with the result that an investment has been 
made in Government capital accounts of $766,912,802.71, 
while the Dominion ledger shows Government investments 
amounting to $1,078,537 ,461.27. 


NATIONAL DEBT. 


The ledger as of March 31, 1920, shows the country’s gross 
debt to be $3,014, 483, 774.12. The capital accounts referred to 
are not deducted from this debt but the ledger, treating invest- 
ments as active, deducts them from the gross debt and discloses 
a net debt of $1,935,946,312.85. Beyond all question it is a mat- 
ter of importance that the exact position of the country’s debt 
should be clear. While the books are correctly kept and the 
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entries properly made, in my opinion some of the investments 
cannot be characterized as active investments. They are shown 
as follows: 


Investments, ete., included in As of March 81, 
calculating Net Debt. 1920. 

Rar ines ete eT ee $ 21,385,930 72 
Canadian Northern Railway Co............ 140,223,373 89 
Grand Trunk Pacific Railway Co........... 95,345,469 19 
Grand Trunk Railway Co............ ears 1,148,583 33 
Loans to Banks......... Di i ART 101,065,725 00 
Advances to Trust and Loan Cos........... 3,850,000 00 
Loans to Provinces (Housing).............. 11,740,000 00 
Loans to Provinces (Farmers).............. 3,500,000 00 
imperial Governments. 2.5 220.6 20 helen oak 171,710,168 19 
Other Governments: 42.: 42 hosted oe ons 34,336,117 75 
Miscellaneous Investments ...............- 39,314,000 45 
Miscellaneous and Banking Accounts........ 175,039 ,622 61 
Casi de occas chiens Re ete es A to ets 173 ,984,342 34 
Specie’ eserves crear ter eerie aren 103 ,597 ,849 90 
Proves Accounhas~ cco oe teen noe 2,296,327 90: 
$1,078,537 ,461 27 

Gross Debt...... $ 3,014,483,774 12 

Tess above....... 1,078,537 ,461 27 

Net Debt........$ 1,935,946,312 85 


It is obvious that the advances to the Canadian Northern, 
Grand Trunk Pacific, and Grand Trunk Railway Companies 
cannot be treated as active assets. They are not at the moment 
realizable; further, no interest is being paid, and in some cases 
the principal as well as interest is overdue. As is well known, 
Canada is now the owner of the Canadian Northern, receiver for 
the Grand Trunk Pacific, and steps have been taken for the acqui- 
sition of the Grand Trunk. While the railways have potential 
value, at the present time the fact is that the country itself 
- owns the Canadian Northern and is responsible for the operation 
of the Grand Trunk Pacific, with resultant heavy cost to the 
taxpayer. 


Assets which are not readily convertible, as the specie 
reserve is convertible, or are not interest producing, are not 
such assets as ought to be deducted from the gross debt. They 
are inactive, they are items of such a character as might well 
be placed in a suspense account. At any rate, whatever may 
be their future value, however great it may be, they are not 
assets of such a character as to directly reduce the gross debt 
any more than the other capital accounts of the country 
ought to be deducted from it. 


I would therefore reduce the deductions made from the 
gross debt by the railway items already referred to, and on the 
same grounds after making a study of the amounts making up 
the $39,000,000 odd charged to miscellaneous investments, I 
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would reduce that item by $11,015,951.20, and the item, miscel- 
laneous and banking accounts, of $175,000,000 odd by the sum 
of $56,592,463.12. While the charge against the Imperial 
Government is correctly stated as of the above date, beyond all 
question there are further contra accounts of the Imperial 
Government which will approximately reduce this credit item 
by some $33,033,333.34. The result of providing for this contra 
account and of treating the inactive items as items that ought 
to go in suspense or capital account is to reduce the investments 
included in calculating the net debt by $337,359,124.07, and to 
increase the net debt as shown from $1,935,946,312.85 to $2,273,- 
305,436.92. 


INFLATION. 


There undoubtedly is in Canada as everywhere else inflation 
in the price of commodities, inflation in currency, and inflation in 
credits. Our total issue of Dominion notes on March’ 31, 1914, 
was $117,795,718. It reached a peak of $337,319,309 in Novem- 
ber, 1918, and onthe31st March last it amounted to $311,932,791. 
Of this amount $128,366,066 is issued against gold. The amount 
of gold required under the Dominion Notes Act, as amended, to 
secure an issue of this amount is $90,866,066. Gold to the 
extent of $100,286,280 is available. $26,000,000 of the remain- 
der of the currency was issued for national purposes under the 
authority of the Dominion Notes Act 1915, and secured as therein 
provided. $50,000,000 was issued for the purpose of making 
advances to the Imperial Treasury and is secured by the pledge 
of approved securities, and $107,566,725 was issued to the banks 
secured by approved securities largely consisting of Imperial 
Treasury Bills and our own Treasury Bills. As a result there 
has been an increase since March 31, 1914, in the circulation 
issued by the Dominion of $194,137,073. 


The banks’ circulation on 31st March, 1914, was $96,848,- 
384. In November of the preceding year a high point of $126,- 
839,620 was reached. On the 31st March last it amounted to 
$225,769,628. As against this increase, in the same period the 
holdings of the banks in cash reserves (gold and subsidiary coin) 
rose from $45,661,913 to $79,990,836, and the deposit of Domin- 
ion notes and gold in the Central Gold Reserves, earmarked 
for the redemption of the bank note circulation, rese from 
$3,500,000 to $108,200,000. In addition, the bank holdings in 
Dominion notes for general reserve purposes rose from $96,227,- 
321 to $184,152,673. ‘ 
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Tabulating for purposes of comparison the combined circu- 
lation of the country as of March 31, 1914, and the 31st March 
last, the result is as follows:— 


March 31 March 31 
1914. 1920. 
Dominion Note Circulation. ...0.........c. cee eceseees $117, 795, 718 $311, 932, 791 
Bank Nette Cironlaston nod 6:0 S55 ng mackam ke sen bees 96, 848, 384 225, 769, 628 


$214, 644, 102 $537, 702, 420 
Less Dominion Notes held in Central Gold Reserves.. 3,500,000 97,700, 000 


$211,144,102 $440,002, 420 


Gold Held. 
Foy SrOVOL MELON G esi ter ee nee meric nee ne Tee eee ae 96, 161, 366 100, 286, 280 
Fig Ba os 0.5 Seek ene cen eee ae ae ee Pee 45,661,913 79,990, 826 
In Contral Gold Reserves. .< 6 sss gente ciosasanean teens nil 10,500, 000 
$141, 823,279 $190,777, 106 
Per cent of Total Gold to Total Outstanding Circulation 67 43 


As the statement shows, the combined circulation of the 
country amounted on March 31 last to $440,002,420 as against 
$211,144,102 on March 31, 1914, a percentage increase of 108 
per cent. 

Comparing these increases with those of other countries, 
the Right Hon. Reginald McKenna recently stated that the 
circulation of Great Britain had increased 207 per cent between 
1914 and the end of 1919, while the circulation of the United 
States, as given in the report of the Secretary of the Treasury, 
shows an increase of 70 per cent from June 30, 1914, to the cor- 
responding date in 1919. The circulation of other countries 
taking a prominent part in the war has increased to far greater 
percentages. 

Unquestionably, the currency in light of former gold reserves 
is inflated. The fact, however, is that the world over currency 
to an ever-increasing degree is related to movement of commo- 
dities, secured by a national guarantee supported by approved 
securities. This trend was apparent before the war. The best 
illustration is perhaps afforded by the Federal Reserve legislation 
of the United States. Under that legislation, currency issued 
by Federal Reserve Banks requires a gold reserve of 40 per cent 
and no currency stands higher. 

Under all the circumstances, bearing in mind that Canada 
before the war had to borrow abroad to finance her own require- 
ments, bearing in mind that during the war and since the 
Armistice she has not only financed herself but has also extended 
credits to other nations, the situation of the country’s currency 
is very remarkably good. The percentage of the gold reserves 
to the Dominion and bank note circulation is 48 per cent. The 
percentage of gold to the total circulation of Great Britain based 
on 1919 figures is 26 per cent and of the United States approxi- 
mately 55 per cent. 
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The circulation, large as it is, is all required. The greatest 
demand that actual circulation has to meet is the pay-envelope. 
In view of to-day’s conditions the world over on a greatly 
increased wage scale, much more circulation is now required for 
this purpose. The increased prices of commodities mean that 
more money must be kept in the tens of thousands of shop tills 
all over the country. The constantly increasing demands on 
‘the Mint tell their own story. In 1914, 11,770,108 pieces of 
coinage were turned out; in 1919, 35,986,003 pieces, and for 
last March, 2,677,874 pieces were coined as against 806,646 
pieces in March, 1914. 

Increased credits have contributed and contributed largely 
in the first instance to the abnormal increase in the cost of com- 
modities, and to a lesser extent increased circulation contributed 
to the same result. The cost of commodities under new high 
standards once having been arrived at, however, if business is 
to continue in Canada under existing world conditions, both the 
inflated currencies and inflated credits are at the moment neces- 
sary to support it. The high prices in Canada could not be 
and were not made by Canadian action alone. They are the 
result of the general trend in the prices of commodities the world 
over, and to-day were it possible to suddenly deflate Canadian 
credits and circulation, with the general demand for commodities 
that to-day exists, the influence on the general situation would 
be negligible. Prices would continue high and the only result 
to the Canadian public consequent on the withdrawal of pur- 
chasing power would be stagnation of business, unemployment, 
and loss of production. 


As stated, inflation of credit has more to do with increased 
buying power and therefore, with that increased buying power, 
has more to do with affecting the cost of commodities than circu- 
lation. It is true that in part these credits are increased by an 
inflated circulation, but the circulation deposited in banks from 
time to time plays but a small part of the total deposits. Every 
credit transaction, every advance made by a bank to a customer 
inevitably produces a corresponding deposit in the banks of that 
customer’s creditor or creditors. The net result is to increase 
bank deposits by the extent of the credit and to increase the 
liabilities of the bank granting the credit without any correspond- 
ing increase in its cash assets. Obviously, if the money advanced 
is to be applied in a productive agency which would be carried 
on with a profit and result in a large gain of commodities to the 
country, there is no inflation. On the other hand, the business 
situation has been improved. 

The credit basis, which is more vicious than any other basis, 
is that which is given for Government expenditure on non-pro- 
ductive objects and which does not result in any addition to the 
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national production. Every loan for an unproductive purpose 
that the Government makes, no matter how successful it be, to 
some extent at any rate increases the credit inflation of the 
country. It either does it directly, as in cases where money is 
loaned to loan subscribers by the banks for the purpose of 
enabling them to take up the Government’s securities, or indi- 
rectly by taking away from the productive agencies of the . 
country savings which otherwise would be available for them, 
rendering it necessary for the banks to enlarge credits for essen- 
tial purposes of production which otherwise would have been met 
by the savings of the nation. Government borrowing, in other 
words, has the effect of removing capital, the tool of industry, 
from its ordinary and legitimate purpose of industry and pro- 
duction. It ought to be noted that in Canada the loan situation 
is extremely satisfactory. Not only has the great bulk of our 
loans been subscribed to by our own people but in connection 
with all our large popular issues not one single bond has been 
subscribed to by the banks. Canadian banks are not loaded 
with governmental securities. 


The increase in bank deposits which has been brought 
about in Canada is in a very similar ratio to that which has 
happened in other countries. Our total deposits on 31st March, 
1914, amounted to $991,734,246, and on the 3lst March last 
amounted to $1,855,131,598, an increase of 87 per cent. In 
England, according to Rt. Hon. Mr. McKenna, bank deposits 
increased 115 per cent from 1914 to 1919, while in the United 
States an increase of 80 per cent in total deposits occurred 
between 1914 and 1919. 


In Canada it may be noted that the Government’s war 
borrowings amounted in round numbers to $2,000,000,000 as 
against an increase in deposits amounting to $863,397,352. As 
a result, the increase in public purchasing power gauged by the 
total currency in circulation and total bank deposits in Canada 
increased 91 per cent in 1919 over the figures of 1914. In 
England the increase was 125 per cent and in United States 78 
per cent. 


The commerce of the country still requires ample credits. 
On the 31st March, 1914, the total of loans made by the Cana- 
dian banks amounted to $928,184,060, and on the 31st March 
last the loans amounted to $1,527,078,232, an increase of 65 
per cent. This large sum does not include any advance to the 
Government. Although the business men of the country and 
those requiring accommodation are now enjoying this great 
increase in credits, the fact is that from available resources the 
banks in Canada as well as in all other countries ought not to 
meet the full requests made for further credits, apart entirely 
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from the injurious effect credits still further increased would 
have on the general economic situation. 

The situation is therefore one in which it is impossible by 
any direct Government action to bring about deflation either in 
circulation or in credits without great danger of economic 
disaster. Inflation can only safely be cured in this as in other 
countries, by the Government and Provincial Governments 
stopping further loans, and by all governmental institutions, 
including municipalities and indeed every individual whose 
circumstances permit it, reducing expenditure whenever possible 
and by an increased production in all our forms of productive 
industry. 

While the trade figures of the country show advances in the 
value of our production and experts, and while these figures 
correctly show our standing and growth as compared with those 
of other nations, the fact must not be lost sight of that these 
figures are based on the inflated values to-day obtaining and 
that expressed in quantities the production of the country 
instead of increasing has actually decreased. Without wearying 
the House with statistics, it is sufficient to merely point to the 
best indicator of trade activities, that is, the amount of tonnage 
handled by the country’s railroad system. 

Those statistics show that in 1918 our railways handled 
127,543,687 tons of freight. This indicates a remarkable 
activity particularly in view of the fact that many of the coun- 
try’s best workers were overseas and that relatively a very large 
proportion of our population was withdrawn from agriculture 
and industry. It is specially significant in view of the fact that 
in the year 1914, with our men at home, the freight handled 
only amounted to 101,393,989 tons. The tonnage handled last 
year, however, only amounted to 116,699,572 tons. Instead of 
decreasing our production the imperative necessities of the 
country required that it should be laregly increased, not only to 
assist in financing and carrying on the country’s operations but 
also to assist in bringing about that reduction of the present 
high cost of living which is so much desired. 


TRADE. 


I have already referred to the aggregate trade for the past 
year and the favourable balance that has developed over the 
past five years. The results of the past year require a greater 
detail. Canada’s external trade in 1919-20 resulted in a favour- 
able balance of $220,000,000. The chaotic condition of foreign 
exchange during the year was not without its influence on our 
business abroad and tended to complicate the readjustment of 
international trade. In the United Kingdom—our largest 
selling market—the Canadian dollar was at a premium ranging 
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from 1 to 22 per cent, while in the United States, where some 
75 per cent of the national purchases are made, our dollar has 
been at a discount of from 22 per cent to 17} percent. 

The rate of exchange thus worked against Canada in her 
chief selling market as well as in her chief purchasing market. 
An appreciated currency assists national buying in any market, 
in which it is at a premium, while purchases are made propor- 
tionately the more onerous when made in a market where the > 
currency is at a discount. 

Our total imports from the United Kingdom amounted to 
$126,274,000, which is $53,000,000 greater than in 1919 and very 
nearly, as expressed in dollars, equalled our pre-war trade with 
the Mother Country. Her purchases from us totalled $489,000,- 
000, a decrease of $51,000,000 from 1919, the balance of trade 
being $363,000,000 in Canada’s favour. While our exports to 
Great Britain have fallen off, it should be noted that the 1919 
figures included about $170,000,000 for munitions and war 
materials. To the extent of $120,000,000, therefore, this 
transient trade has been replaced by trade of a more permanent 
character. The increase in imports from Great Britain has 
been very marked in recent months. They rose from a low 
point of $5,204,979 in April to $25,555,386 in March, the latter 
figure constituting not only a record but an extraordinary 
increase. Figures for the last six months have been as follows :— 


A TD Re ee OY GL pee ee ey Sa 2 $ 8,655,848 
WeeRCCREIGH ke, Cee ac .ot 4 ott Me oo fae cic epee Paes 10,919,282 
Wipers, So sii te las i ee ae ie ot 9,888,075 
SRRRAP I ee 3T SAS See eee ee eee 16,414,503 
Pebruary «moxie eek as ee ok dee. Be Gee ols aso 14,953,730 
Marek. 2 sk ew os wei ne heen 5 ents See 25,555,386 


The increase in imports from the Mother Country is very 
gratifying and is very significant. The greatest previous 
volume of her monthly exports to Canada prior to the war was 
$14,395,740 in March, 1913. It is to be noted that the good old 
Mother Country very nearly doubled March last, the greatest 
amount of exports she has ever sent to this country. 

Exports to the United States amounted to $464,000,000, 
increasing by $9,000,000, while inports from that country 
reached the unprecedented figure of $802,000,000 exceeding 
1919 imports by $55,000,000. The year’s trading, therefore, 
resulted in an unfavourable trade balance of $338,000,000. 
The volume of imports from the United States is all the more 
remarkable owing to the fact that for a considerable period of 
the year the adverse exchange rate which has obtained has added 
to the extent of the depreciation of our money in New York an 
additional cost to the Canadian purchaser. It is apparent that 
the mere question of cost has not weighed very much upon the 
Canadian buyer. Undoubtedly, the exchange rate is against 
the interests of our national buying from the United States. 
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If practicable it ought to be remedied but it cannot be properly 
remedied by any artificial means. It will be remedied and can 
only be permanently relieved when sterling advances to its 
normal position and Canada’s interchange of commodities with 
United States is reduced to a more reasonable ratio. 

The following compilations indicate the trend of our trade 
both as to imports, exports, and total trade: (1) with all count- 
ries; (2) with the United Kingdom; and (8) with the United 
States, for the last three years and for the pre-war years of 1913 


and 1914:— 


CANADIAN TRADE—MERCHANDISE ONLY. 


Imports Exports 
—= for Domestic and] Total Trade. 
Consumption. Foreign. 
Fiscal Year ended March 31st— $ $ , $ 
LOTS cet ee entra etc reenter: 670,089,066 | 377,068,355 | 1,047,157,421 
TOL dee te hee ae eee 618,457,144 | 455,437,224 | 1,073,894, 368 
IL) Bolen eater rayne he eitrn nase de 962,543,746 | 1,586,169, 792 | 2,548,713, 538 
LOT Eee us arte et een 916,429,335 | 1,268, 765,285 | 2,185,194, 620 
TOZORnTEvIsed) aaee een ase ee 1,064, 516,177 | 1,286, 658,709 | 2,351,174, 886 
TRADE WITH UNITED KINGDOM. 
Imports Exports 
— for Canadian Total. 
Consumption.| Produce. 
Fiscal Year ended March 31st— $ $ $ 
1913 )cec 530s Ae eA OR eee 138,741,736 | 170,161,903 308, 903, 639 
DODD. ie oters. cram astess caneitios eremrerasuMieteas 132,070,362 | 215,253,969 347, 324, 331 
G1 Ueno sr ein eens RA rien ator micas 81,302,403 | 845,480,069 926, 782,472 
1DIO Reese chon eee eee 73,035,118 | 540,750,977 613,786,095 
1O20(Cumrewised) iy...) yscreeraae aes 126,274,365 | 489,151,552 615,425,917 
TRADE WITH THE UNITED STATES: 
Imports Exports 
—— for Canadian Total. 
Consumption.| Produce. 
Fiscal Year ended March 3lst— $ $ $ 
1918 3 eae Soo oe Wag eer oes 435,770,081 | 189,725,953 575, 496, 034 
0 Ee eee Ce aie, PES eIS ER oo Lente 395, 565, 328 163, 372,825 558, 938, 153 
NOUS. Oi Nkae Ace rn ert tencttentad 791, 906, 125 417,812,807 | 1,209,718, 932 
TQ | evecare ie Cee ees 746,920,654 | 454,873,170 | 1,201,793,824 


802, 095, 452 


464,029, 273 


1,266, 124, 725 


The following statement indicates the dislocation brought about 
by the war in our two chief markets, Great Britain and the 


United States. 


(Expressed in percentages of the whole.) 


Pre-War. 


Year ended 


Post War. 


Year ended 


Year ended 


Mar.3ist, 1914|Mar. 31st, 1919|Mar. 31st, 1920 


Canada’s Purchases. 
Brom United icing dommecneemeeeneniee 
From United States: an aoerettcnae 


Canada’s Sales. 


TocUnited Kinedomes ene ater nen ‘ 


TorUnited States! a. ee eee teres 


21-35% 
63-96% 


48-81% 
38-85% 


7-96% 
81-50% 


44-20% 
37-66% 


11-86% 
75-44% 


38-54% 
38-94% 


15 
REVENUE, 1919-20. 


The revenue for the fiscal year ended 31st March last will 
when the accounts are finally closed reach approximately 
$388,000,000. This is the largest revenue that the country has 
ever collected. Instead of lessened receipts, as conditions at 
the time the last Budget was prepared seemed to indicate, the 
revenue of the preceding year has been exceeded by $75,000,000, 
and the country’s revenue for 1920 was no less than $255,000,000 
greater than that of the first year of the war. The chief sources 
of revenue were as follows: 


RCIBLGINIE an. isties atin civic rein Meleratee eacioraee $ 169,000,000 
FIG OIHE NA Cie «, Sula c nue e. <0 5 ec ieee eee an 43,000,000 
Posh Gitice's. coos nue 1 ere oe uae ne 22,000,000 
Busmess Profits: War Tax... i..a020e0 eens 44,000,000 
Tote LAK A. 5 Freee, ee ee ee 20,000,000 
Others Waritavation ss a.ciac. te vals ascend oar 17,000 , 000 


EXPENDITURE, 1919-20. 


The consolidated fund ordinary expenditure will be approxi- 
mately $349,000,000. This sum of $349,000,000 includes 
$108,500,000 interest on public debt, $26,000,000 for pensions, 
and $49,000,000 for Soldiers’ Re-establishment. 

For investment and capital outlays, beyond the ordinary 
current expenditure of $349,000,000, an expenditure of $187,856,— 
991 is estimated. The resultant total is $536,741,110 and repre- 
sents the outlay of Canada for all purposes apart from war dur- 
ing the past year. 

With a total revenue of $388,000,000 and an ordinary expendi- 
ture of $349,000,000, it will be seen that during the fiscal year 
1919-20 the Government, after meeting all ordinary expenditure, 
including an increased amount for interest account and pensions 
over the previous year totalling nearly $39,000,000, has a surplus 
of approximately $39,000,000 over ordinary expenditure, to apply 
to capital expenditure. 

The demobilization expenditures for 1919-20 will amount to 
$350,000,000, making a total outlay for the year of $886,741,110. 
Our total expenditure for the war, up to and including the 31st 
March, 1920, now amounts to $1,674,000,000, apart altogether 
from such expenses resulting from the war, as Pensions, Soldiers’ 
Civil Re-establishment, Soldiers’ Land Settlement, and interest 
on war debt. 


DEBT. 


During the year just passed the country paid off a floating 
debt of $247,000,000 out of the proceeds of the Victory Loan 
issue of 1919. The floating or short date indebtedness of the 
country at the close of the year amounted to only $88,956,000. 
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The addition to the debt during the year amounted to $395,000,- 
000 and the position of the net debt has already been referred to. 


EXPENDITURES FOR 1920-21. 


The Main Estimates for 1920-21 total $537,149,428 and 
Supplementary Estimates for $12,500,000 for bonus purposes 
have been tabled, with the question of Main Supplementary 
Estimates still standing. 

In the above-mentioned Estimates’ already brought Ret 
certain considerable amounts classified as investments are 
included as follows: 


Soldiers’ Land Settlement Loans. . .6 50,000,000 
Loans to Canadian Northern Railw ay Company 48 , 600 , 000 
For Railway Equipment purposes. . 17,000, 000 


Loans to Provinces for better Housing purposes 13,300,000 


to which ought to be added $20,000,000 for shipbuilding pro- 
gramme included in the above Estimates as “Public Works 
(Marine Department), Capital.” 

The estimated expenditure on ordinary account for the present 
year is: Main Estimates, $328,500,000 and Civil Service bonus, 
$12,500,000. Of this, $140,000,000 represents interest on public 
debt, an increase over 1919-20 of $31,500,000. An estimated 
expenditure on capital account of $41,000,000 is also included in 
the total of $549,649,428. There will be no separate Act pro- 
viding for demobilization expenses this year. The Main 
Estimates contain provision for $38,463,400 for this purpose and 
also cover distributed items to the amount of $1,745,624 for 
services paid out of the demobilization appropriation last year. 
In order to compare the expenditure proposed for all purposes 
apart from the war with/that of the past year the amount then of 
$40,209,024 must be deducted from this year’s Estimates. As 
these Estimates are also enlarged by an unescapable increase 
of $31,500,000 in debt interest, it will be found that for com- 
parable expenditures, nothwithstanding increased costs of 
service, a saving of $71,709,024 is indicated. 

PRoBABLE INCOME FOR THE PresENT FiscaL YEAR, 1920-21. 

The revenue for the year ending 31st March, 1921, estimated 
on the basis of existing fiscal legislation, and assuming that 
values of importations for customs purposes remain practically 
the same as for 1919-20, should amount to $381,000,000 as 
follows: 


Customs. «255 sc cist Se OA cn rere $ 167,000,000 
ESACISG ste AER ce re eee tetas 43 , 000,000 
Pash Oiiee: 2h scien cacieg ina tout eee er aa 22,000, 000 
Government railways for 9 months............ 28 "000,000 
Business: Profits: War Fax........06. 00600000 40 ,000;, 000 
Impex has Peet sos ace eee ee 35,000 , 000. 
Other War Taxation. ce so cans etnies cei 17,000,000 


All.other-reyenuessa.. cee eee eee 29 ,000, 000 
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The revenue from the Government railways for 1919-20 is put 
at $42,500,000. For 1920-21 only $28,000,000 is taken into 
account on the assumption that at the end of this calendar year 
the revenue from Government railways will be under the control 
of the Canadian National Railways, and applied directly 
against the working expenses of such railways, which will be 
correspondingly reduced in our estimate of ordinary expendi- 
tures for the year. ; 

Including the estimated revenue of $381,000,000, cash on hand 
and outstanding accounts including balances due from Great 
Britain make a whole total of $720,441,752.88. In all proba- 
bility the whole of these accounts will not be collected within 
the year and $571,000,000 will more accurately represent the 
actual cash resources for the year. No further loan, as already 
pointed out, ought to be made. In addition to the commit- 
ments already mentioned, certain floating obligations mature 
during the year. They are as follows: 


Treasury Sills @et. 1st, 1920. vo... wxmiak = os $ 24,605,000 
Syeasury Bills, Oct) 15th; 192000. ew. ek 49,215,000 
Debenture Stock, June Ist, 1920.........0..... 238 , 400 

BERSURLG ote rete ce cients cE eae ey $ 74,058,400 


The revenue of the year and cash assets available should at 
least not only carry current expenditure but retire this debt. 


GRAND TRUNK ACQUISITION. 


The current expenditure, however, will be greater this year than 
that already indicated. Deficits on the railway system have 
been reported in the Main Estimates. These deficits during the 
readjustment period will be materially increased by the acqui- 
sition of the Grand Trunk. The primary object of the acqui- 
sition of the Grand Trunk was to render efficient and properly 
complete the National system. The country had a large railway 
investment with proper terminal facilities in the West, but, 
speaking generally, lacking them in the East. The railway 
burden was also largely increased by the failure of the Grand 
Trunk Pacific promoted and owned by the Grank Trunk. The 
country was faced with the necessity either of providing new 
terminals at great cost in eastern centres, leading to a still 
greater railroad duplication, or of acquiring the Grand Trunk 
system. The traffic centres of the East had to be opened to the 
National system if that system was to be put upon a proper 
basis and enabled to properly compete in all through-traffic. 
Over and above this, the Grand Trunk was acquired for the 
purpose of reducing existing duplication and enabling extensive 
operating economies to be made. 
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Over and above these considerations, the acquisition of the 
Grand Trunk was highly desirable in order to prevent the insol- 
vency of the line and the consequent breakdown of railroad 
facilities in the districts served by that system. Railway 
receiverships in some instances do not carry with them serious 
consequences, but in the case of the Grand Trunk a receivership 
would be exceedingly objectionable owing to the fact that the 
company’s system is composed of many separate railway 
corporations having in instances separate obligations and 
different creditors, rendering a re-organization as of a com- 
pleted system very difficult. Such re-organization would be 
attended with still greater difficulty owing to the fact that part 
of it would take place under the direction of United States courts 
and part under the direction of Canadian courts. The disloca- 
tion of business would have been exceedingly great and the 
inconvenience and loss to Canadian shippers and consignees and 
to Canadian business heavy. 

Some economies ought to be effected in the near future, but 
with the arbitration pending it is improbable that full benefit 
of the Grand Trunk acquisition can be expected in the current 
year. It will be necessary to make advances to the company 
to cover past due operating obligations. These advances will 
constitute obligations of the company and as such must be taken 
into account in the arbitration. In addition to this, advances of 
necessity will be made to provide for this year’s operations, 
including the acquisition of necessary rolling stock. 

The abstract of. the company’s cash book as of February 21 
last shows obligations overdue or shortly payable amounting 
to $18,710,588, made up in large part of unpaid vouchers, bank 
overdrafts, drafts held for acceptance and short date notes given 
for supplies. As against these debts the Grand Trunk has 
supplies on hand and certain capital accounts as against which 
no capital issue has been made. They are, however, not of a 
character which can be relied upon for the purpose of supplying 
cash to meet these liabilities. 

The approximate amount to cover advances for the pur- 
poses above mentioned is $28,000,000. 

Railway difficulties and overdrafts ought now to be at 
their peak. Proper co-ordination and economies will, just as 
soon as the Grand Trunk arbitration is over, be practicable 
and will be put into effect. The balance sheet, however, 
inevitably depends on the cost of carrying on business, which 
has been very greatly increased, and the general rate schedule. 
The serious drain made by the railways on the country’s finances 
cought to be materially lessened. 

As a matter of common justice to Canada is should be 
stated that the charges of unfairness levied against Canada 
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by different shareholders at Grand Trunk meetings, are un- 
founded. The simple fact remains that if the Grand Trunk 
had not been taken over the shareholders in all human pro- 
bability would have lost their whole investment. It is entirely 
untrue that the Government forced the company to pay a 
highly increased wage scale and at the same time, prevented 
it from raising its rates either directly or through the Board 
of Railway Commissioners. The chairman of the Grand Trunk 
is reported to have made the following statements at the special 
general meeting of the company: 


I knew there were influential men in Canada who thought the policy 
the Government should pursue was to let us alone, and that the weaker 
we became the easier we could be dealt with—(hear, hear)—they knew we 
were being forced by the Government to carry on under impossible condi- 
tions—conditions over which we had absolutely no control. What were 
those conditions? That we should meet every order issued by the Canadian 
Railway War Board to increase wages by immediate compliance, notwith- 
standing that no increase of rates to meet the increased expenses was allowed. . 

In 1918 an increase of freight rates was granted on a great portion of 
the freight carried, something under 15 per cent in March and something 
under 25 per cent in August. Notwithstanding this, owing to a further 
serious increase of wages being ordered by the Canadian Railway War Board, 
without any corresponding increase in rates, there was an actual decrease 
in net profit for 1918. The gross traffic for 1918 amounted to £12,600,000, 
as compared with £9,800,000 in 1917, or a gross increase of £2,700,000, but 
the working expenses increased by £2,900,000, or a net loss of £200,000 for 


In 19 19, the accounts of which are not yet complete, the gross earnings 
are estimated at £14,000,000, as against £12,600,000 in 1918, or an increase 
of £1,400,000. Owing, however, to another large increase in wages being 
ordered by the Canadian Railway War Board—again without any increase 
in rates—it is not expected there will be any increase in net profit, and con- 
sequently the company will only be able to meet its fixed charges. Thus, 
in each of the three years—1917, 1918, and 1919—in consequence of being 
compelled, by order of the Canadian Railway War Board, to grant increased 
wages without sufficiently increased rates, the shareholders lost on the 
average at least between £1,250,000 and £1,500,000 in each of those three 
years, which they ought to have received in dividends. 

The direct imputation conveyed to the shareholders was 
that the Railway War Board was a governmental institution 
to whose orders railways were subject. It was not. That board 
was not a statutory body but was an organization formed 
by the railway companies (including the operators of the Inter- 
colonial) for the express purpose of more perfectly co-ordinating 
their activities and for the purpose of dealing with large railway 
questions. The board was organized in 1917. The Grand 
Trunk’s representation was as follows: Mr. Howard G. Kelley, 
a president, and Mr. W. E. Gillen, chairman of the Adminis- 
trative Committee. Mr. Gillen subsequently retired and Mr. 
W. D. Robb, a vice-president of the Grand Trunk, wes elected 
a member of the Administrative Committee. In 1919 the 
board was reorganized as The Railway Association of Canada 
with Mr. Kelley this time as sole president and with Grand 
Trunk representation on every Committee. The orgarization 
was entirely a railway organization. It was not a Government 
organization. The organization had, however, no contro! over 


20 


railroad rates. The Grand Trunk has American lines as well. 
as Canadian lines. It has traffic originating at American 
points for Canadian destinations. The rate for the shorter 
haul in Canadian territory cannot obviously be greater than 
the rates on the longer haul for Canadian destinations from 
American territory. Subject to this consideration, and just 
as soon as action was taken by the American Commission, 
every application made by the company for a general increased 
tariff during the whole of the war period was given effect to, 
and I am informed by the Board of Railway Commissioners 
that there is no general application for an increase of rates 
by the Grand Trunk Railway Company pending or refused, 
nor was any application of that character pending at the time 
the meeting was held. The highest dividend distribution of 
the Grand Trunk amounted to $4,736,241.22. The average 
dividend payments are much lower without deductions being 
made for deficits of the Grand Trunk Pacific (the subsidiary 
of the Grand Trunk and organized by it) which were met by 
advances made by the Parliament of Canada to an amount 
in execss of $50,000,000. 


Luxury TAXz&s. 


Not only is more revenue necessary but extravagant and 
luxurious expenditure ought to be checked. Just so long as 
expenditure on non-essentials and extravagant expenditure con- 
tinues, just so much longer will the drop in the value of essentials 
be postponed. On those having income more than necessary 
for properly maintaining themselves and families, there rests 
a special duty of saving whenever possible and in this manner 
adding to the available financial resources for development 
and for industrial undertakings. Extravagant buving should 
stop. With this end in view, as well as for necessary revenue, 
it is proposed to levy cn certain specified articles excise taxes 
which are to be paid by: the purchaser to the vendor at the 
time of sale for consumption or use, or on importation for 
consumption or use other than resale. Upon certain articles 
of wearing apparel, such as boots, shoes, etc., in excess of $9 
a pair, men’s and boy’s suits in excess of $45 each, fur coats 
and robes in excess of $100 each, women’s dresses in excess 
cf $45 each, women’s suits in excess of $60 each, men’s and 
women’s overcoats in excess of $50 each; hats, hose, neckwear, 
shirts, purses, and gloves bought above specified prices, and 
on fans and opera cloaks, it is proposed to levy a tax of 10 
per cent of the total purchase price. The women are given 
a little preference over the men because men’s suits in excess 
of $45 will be taxed, whereas women’s suits up to $60 will be 
exempt from taxation. 
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Mr. BUREAU: Where does the influence come from? 


Sir HENRY DRAYTON: The same rate of tax is to 
apply to trunks in excess of $40 each, valises, suitcases, etc., 
in excess of $25 each; ivory handled cutlery, cut glassware, 
velvet and silk fabrics, lace, ribbons, silk embroideries, and 
sporting goods. 

Under the terms of the French Treary silks, velvets, lace, 
and silk embroideries were given a preferential treatment. Not 
only was France interested in the Treaty but other countries 
making like importations received full benefits of the Treaty. 
These countries amounted to eleven in number, including Japan 
and Switzerland. The operation of the French Treaty ceases 
on the 19th June next, and thereafter, subject to what further 
action may be taken when the tariff is revised, these articles 
will take rates from 30 to 385 per cent instead of the present 
rates ranging from 20 to 273 per cent. 

In addition to this, these luxuries will be subject to the 
above excise tax of 10 per cent on the whole of their purchase 
price. 

A similar tax of 20 per cent of the total purchase price 
is to be levied upon such articles as cigar and cigarette holders 
and pipes in excess of $2.50 each, humidors and other equipment 
for smokers, hunting, shooting, and riding garments, fancy 
pocket knives, gold, silver, ebony and ivory toiletware, articles 
of silver adapted for household or office use, jewellery, fur 
wearing apparel (except as provided above), liveries, oriental 
rugs, expensive carpets and curtains, and chandeliers. 

An excise tax of 10 per cent will also be payable at the 
time of sale by the Canadian manufacturer or when imported 
on boats, yachts, canoes, and motor beats (when used for 
commercial purposes refund of tax is provided for), cameras, 
candy and confectionery, firearms, shells or cartridges, pianos, 
organs, musical instruments, and plated ware adapted for house- 
hold use. 

A like tax of 20 per cent will be imposed upon mechanical 
player piancs, graphophones and mechanical musical instru- 
ments and records used therewith. Articles of gold adapted 
for household or office use will be taxed to 50 per cent of the 
selling prices. A specific tax on playing cards is also provided 
for. On all cards selling at wholesale rates not over $25 per 
gross packs, the tax will be 25 cents a pack and in excess of 
$25, 50 cents a pack. 


Exciss Tax on Moror Cars. 


A large revenue was received during the year from taxation 
on motors which totalled $12,962,365, of this amount $6,378,171 
being from customs duties and $6,584,194 from excise. The 
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taxation of motors would seem to be a reasonable and proper 
source of revenue. The field, however, has been always occu- 
pied by the provinces, and instead of taxing motors generally, 
it has been determined to increase the excise tax, which is 
chargeable both on Canadian and imported cars, from 10 to 
15 per cent. | 


BEER, WINE, AND Spirit DvuTIEs. 


It is also proposed to increase the duties on beer, wine, and 
spirits. 

Mr. LAPOINTE: That is cruelty. 

Mr. BUREAU: There is no more beer. 


Sir HENRY DRAYTON: I hasten to reassure my hon. 
friend that we do not class 2 per cent as beer, and it is therefore 
not subject to the tax. The proposals call for an increase in the 
duties on beer of 30 cents a gallon, on non-sparkling wines, 30 
cents a gallon; on spirits, $2 a gallon, and on sparkling wines, 
$3 a gallon. These are in excess of the present duties, both 
customs and excise. 

Mr. BUREAU: That is the best prohibition law passed 
yet. 

Sates Tax. 


Sir HENRY DRAYTON: In view of the necessities of 
increased revenues, a tax of one per cent on the sales of all 
manufacturers, wholesale dealers, jobbers and importers is pro- 
posed. The tax will not include retailers as such but will include 
the goods manufactured or imported by any retailer although 
manufactured or imported by such retailer for retail sale by 
himself. Consideration must also be given to the cost of essen- 
tials and on this account it has been determined that the tax 
will not apply to sales of meats, fresh, salted or pickled; butter, 
cheese; oleomargarine, margarine, butterine, or any other sub- 
stitute for butter; lard, eggs, vegetables, fruits; grains and 
seeds in their natural state; buckwheat meal or flour; pot, 
pearl, rolled, roasted or ground barley; cornmeal, oatmeal, or 
rolled oats, rye flour, wheat flour; coffee, green, roasted or 
ground; tea, salt, cattle foods, hay and straw, nursery stock; 
fish, fresh, pickled, salted, smoked, dried or boneless; sugar, 
syrups and molasses; anthracite or bituminous coal; artificial 
limbs and parts thereof, or to goods exported. 

The sales tax ought not to be used as a basis of further 
profits and must not, therefore, be included in the manufacturer’s 
or wholesaler’s costs on which profit is calculated. The tax 
when not absorbed by the vendor must then be included in his 
invoice as a separate item. 
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Sramp TAxXEs. 


The existing tax on cheques will be continued, but the rate 
increased on bills of exchange and promissory notes so as to 
provide a 2 cent tax on all bills or notes of $100 or less and for 
every additional $100 or fractional part thereof 2 cents more. 
A tax of 2 cents for each share of stock transferred is also pro- 
posed. 

The method of collecting stamp duties on patent and pro- 
prietary medicines and perfumery will be changed by having 
the stamps affixed by the manufacturer or importer instead of 
the retailer at the time of sale. The stamps are not to be included 
in the costs of the manufacturer or importer but if not absorbed 
by the seller are to be added in the invoice as a separate item. 


RemMovau or Tax on Movine Picture Fits. 


Under existing legislation a special tax is collected on films 
used in moving picture theatres. The tax provided is a charge 
of 15 cents per film for each day upon which such film is used. 
It has been found that this duty has worked a hardship on small 
movie theatres. Many complaints have been received and it 
has become apparent that the tax in the case of the small 
theatres sometimes represents a charge of as high as 6 or 7 per 
cent of its total receipts, already subject to municipal and 
provincial taxation, while in the case of large theatres the tax 
amounts to less than 1 per cent of receipts. Undoubtedly the 
present tax is unfair inits incidence and it has been decided to 
remove it. Movie theatres and other forms of amusement 
would appear in the first instance proper subjects of taxation, 
but it is felt that if these theatres are to be subject to further 
taxation, it ought to be done by an increase in the existing forms 
of taxation imposed by the provincial and municipal authorities, 
rather than by a new federal tax. 


IncomE TAX. 


The income tax rate was substantially increased last year 
so as to bring it up to the increased United States rates. The 
increase was material as the following examples indicate: 


Onincomesof $ 5,000 from $ 100 to $ 120 an increase of .$ 20 
a 10,000 from 392 to 590 ‘s ‘ 198 
= 20,000 from 1,382 to 1,990 * F 608 
“ 30,000 from 2,702 to 3,890 2 ; 1,188 
ee 50,000 from 5,782 to 9,190 s ° 3,408 
6s 100,000 from 17,607 to 31,190 ag eke, bie 
6 200,000 from 50,957 to 93,190 3 . 42,238 
ss 500,000 from 195,407 to 303,190 ae . 107.788 
- 1,000,000 from 499,157 to 663,190 ve . 164,033 


The corporation tax was in like manner increased from 6 to 
10 per cent. 
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These large increases will be payable this year for the first 
time. It is anticipated that they will yield approximately an 
additional $15,000,000. That our measures of taxation must 
in view of our geographical situation have regard to United States 
legislation is a principle that has found general acceptance. Ido 
not desire to question it. But revenue is urgently required and 
a difference of 5 per cent in these individual and corporation 
taxes will not deter immigration and the investment of outside 
capital so essential to our national development and growth. 
It is therefore proposed to increase these taxes on incomes of 
$5,000 and upwards by 5 per cent. The increase will be made 
effective this year. As a result the tax on a personal income of 
$5,000 will be $126 as against a levy of $100 last year, and on an 
income of $50,000, $9,649.50 as against $5,782 last year. In the 
case of a corporation with an income of $100,000, the rate this 
year will be $10,500 as against $6,000 last year. 


COLLECTION OF INCOME AND PRorits TAXES. 


These taxes are not collected with desirable despatch and 
under the existing Acts there is reason for vexatious delays. An 
assessment once made by the department stands. As a result 
any zealous officer makes no assessment until satisfied that he 
has made every possible check and has exhausted all avenues of 
information bearing on the taxpayer’s income. In addition to 
this, the business profits tax requires an exhaustive inquiry into 
the company affected—an inquiry which covers the question of 
the true amount at which capital stock should be valued, often 
resulting in shares being valued considerably below their actual 
selling market value, and also covers the liquid and other debts 
and obligations, liquid and other assets, depreciation and main- 
tenance. In many cases personal incomes depend on the 
ascertainment of business profits taxes. The result is delay, loss 
of interest, and added difficulties in finally collecting the tax. 
Delay is inseparable from the business profits tax. The situation 
can, however, be materially improved in so far as the ordinary 
income tax is concerned. 

A Bill will be introduced making each taxpayer in the first 
instance his own assessor. For the guidance of the taxpayer a 
plain table will be cither attached to or included in the form of 
return showing exactly what taxes are payable on incomes of vari- 
ous amounts. The taxpayer will with his return include his 
cheque, either for the taxes properly payable by him or for an 
amount not less than 25 per cent of that sum—the remaining 
75 per cent to be paid in three equal bi-monthly instalments, the 
first of such bi-monthly instalments to be paid at the expiration 
of two months after the return is made, and so that the whole 
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amount of the tax will be paid in six months after the return is 
made. Interest will be charged at the rate of 6 per cent. on all 
payments made on instalments. The returns will be carefully 
checked by the department and in all cases where it is discovered 
that overpayment has been made by the ratepayer, a refund for 
the amount must be immediately made to him or applied on any 
instalment due or becoming due. If investigation shows that 
the taxpayer has misstated his income, penalties will be pro- 
vided. A mistake of 10 per cent in income might well arise 
from bona fide error and no penalty is proposed, except that the 
further payment found to be due will carry interest at the rate 
of 10 per cent per annum. Where the actual income exceeds 
10 per cent and does not exceed 20 per cent of the amount shown 
by the taxpayer’s return, a penalty of 50 per cent will be pro- 
vided, and where the deficiency is greater than 20 per cent a 
penalty of 100 per cent will be provided. T hese penalties will be 
calculated on the amount the returns are deficient. The proper 
tax with interest at 10 per cent must also be paid. 


Business Prorits War Tax. 


Many representations have been made against the continu- 
ance of the Business Profits War Tax. The tax is charged with 
being largely responsible for the high cost of living. It is held 
that it is impossible to fairly collect and administer the tax 
owing to the different characteristics of different businesses and 
to the fact that what is a fair profit in one class of business is 
entirely inadequate in another, and further that the capitaliza- 
tion of companies differs very very widely in proportion to their 
activities and to their resultant profits, so that some companies 
are taxed on the same amount of income, derived from the same 
class of business, very much more heavily than others. It is 
attacked on the ground that it directly contributes to extrava- 
gance and places a premium on inefficiency, that in many 
instances companies in providing for the tax have advanced — 
their costs in far greater proportion than was at all necessary to 
provide for these payments and still keep their business in a 
flourishing condition. It is further contended that much of the 
profits are represented by necessary plant extensions and by 
stocks of commodities on hand which have been bought and are 
valued at current high prices, so that 100 per cent of profits 
shown by the books are rarely if ever represented by cash. 

Much undoubtedly can be said against the Business Profits 
War Tax. Under normal conditions it would indeed be hard to 
find any argument which would justify its continuance. We 
are not yet, however, under normal conditions. Supply has 
not yet caught up to demand, and in some lines of business 
activity, at any rate, the salutary effects of competition are, as a 


26 


result, not in play, and whatever can be said against the Business 
Profits Tax, it at least has meant that a substantial sum of 
money has been recovered for the country out of large profits. 

Business in 1919 was carried on under the existing Business 
Profits Tax and to the full extent that it was possible for com- 
panies to avoid the tax and pass the full incidence to others, 
that will already have been done. During the current fiscal 
year our business profits revenues will come from 1919 profits, 
the tax being levied under last year’s Act at the maximum 
rates. It may possibly be that with another year, business 
will be more normal and that no Business Profits Tax ought to 
be levied. It undoubtedly is probable that some measure of 
deflation and retrenchment will have occurred, that there will 
be some decrease in the inflated prices of commodities, and it is 
in the interest of the country that business concerns should be 
.able to make some provision for shrinking price lists and de- 
creased buying power of their customers. Our Business Profits 
Tax isatahigh rate. It makes no allowance for pre-war profits, 
however large they may have been, but fixes an arbitrary return 
of 7 per cent on the capital employed before the tax commences 
to operate. Unquestionably, with the higher return money 
to-day commands, 7 per cent is not a reasonable reward for com- 
mercial ventures. It has been determined that it is impossible 
to stop immediately the imposition of the Business Profits Tax, 
and a resolution will be introduced which will provide for the 
continuance of a tax of this character, but on a reduced scale, on 
the profits derived during the year 1920, the tax being payable 
in 1921. The present exemption will be extended from 7 to 10 
per cent, the schedule of taxation to be as follows: 


Tax. 
On profits in excess of 10% but not exceeding 15%..... 20% 
On profits in excess of 15% but not exceeding 20%..... 30% 
On profits in excess of 20% but not exceeding 30%..... 50% 
On profits Overs VdO9G Us ee este. ae eae 60% 


The present Act provides a different scale of taxation for the 
profits of businesses with capital of not less than $25,000 and 
under $50,000, being one-quarter of all profits exceeding 10 per 
cent on the amount of the capital employed. It is proposed to 
reduce this tax from 25 to 20 per cent. 

It has been felt that the concessions made in the proposed 
amendments are sufficient for the purpose of enabling firms to 
set aside more of their profits to reserves or plant extensions and 
to put their businesses in a better position to meet the deflation 
period, while at the same time a check will still be held on 
abnormal profits. 


ReMovaL or Customs War Dury. 


The general war customs duty of 74 per cent was repealed 
last year in so far as articles of food, clothing, agricultural 
implements, and fertilizers, as well as some other items are 


27 


concerned. It, however, still obtains on a large part of our 
importations, approximately thirty million dollars of revenue 
accruing from this source last year. It is a tax which has been 
blamed, perhaps as much as any tax, with the exception of the 
business profits war tax, as a reason for the high cost of living. 
Notwithstanding the need for revenue, in view of the fact that 
it is impossible at the present time to intelligently revise the tariff 
and the further fact that the incidence of this tax, placed as it is 
in a general blanket way, works and maintains inconsistencies, 
it is proposed to abolish entirely this 73 per cent war duty. 


Minor Tarirr CHANGES. 


A very apparent anomaly exists in the present tariff which 
ought to be corrected and the correction of which can do no 
possible harm to any Canadian trade or industry. That 
anomaly consists in the tariff items which allow the importation 
free of duty of novels and other books (other than scientific 
works), when printed in languages other than English or French. 
It is proposed to remove the discrimination in favour of foreign 
publications by placing them in the same category as those 
published in English or French. 

Owing to the fact that the blind population of Canada has 
been increased by the war, it is deemed a small measure of 
justice to remove the duty on books and other essentials for the 
blind which are not manufactured in Canada or which are only of 
special use and advantage to blind people. 


TARIFF REVISION. 


The following statement was issued on December 15 last on 
the subject of tariff revision:— 


Since the signing of the Armistice a little over a year ago the Govern- 
ment and Parliament have been devoting attention to peace and reconstruc- 
tion problems. Among the many questions that have received consideration 
is that relating to a general revision of the tariff. Dealing with this subject 
my predecessor, Sir Thomas White, in his last Budget Speech is reported 
in Hansard, June 5 last, as follows:— 

“Tt would not be practicable at this time to make a sound general 
revision of the tariff. International trade is most unsettled, still hampered 
by war restrictions and prohibitions and by exchange conditions, which 
are and may long continue to be subject to violent fluctuations. Prices 
are unstable, and labour conditions, internationally speaking, most uncertain. 
Until peace is restored and the world is upon a more stable basis with respect 
to capital, labour, prices, markets, and exchange, the tariff cannot be revised 
intelligently. 

“Tt is my hope that within a year conditions will have become so stabil- 
ized as to permit of a general revision of the tariff, which is long, but, owing 
to theswar, unavoidably overdue. Preceding such revision there should 
be a thorough inquiry conducted by the Minister of Finance and two or 
more of his colleagues representing the different geographicalsections of Canada. 
Such inquiry should afford all interests, agricultural, industrial, fishing, lum- 
bering, mining, commercial, and financial, producers. and consumers alike, 
an opportunity of expressing their views and opinions and urging their 
particular needs and rec uirements. The result of such inquiry should be 
a body of information which will enable the Government to effect a general 
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revision of the tariff fair to all parts of the community and effectually pro- 
moting the national welfare of Canada. This inquiry should proceed with 
its work just as soon as conditions are sufficiently stabilized to permit. My 
own view is that it might well be commenced about autumn of this year.” 

Unfortunately, international and economic conditions are not only far 
from normal but in many respects are worse than they were six months 
ago or at any time during the entire war period. International exchanges 
in particular are not only unstable but erratic. Tariff considerations of 
necessity have largely to be based on international and economic conditions 
and the result is that the different countries of the world are still refraining 
from any general tariff rearrangement, waiting until some appreciation may 
be possible of the future conditions, under which their tariffs will operate. 
Inasmuch, however, as any general tariff revision must be based upon as 
complete a knowledge as possible of the conditions and relations one to 
another of our various national industries and productive agencies, and as 
it is also desirable to obtain the views of as many persons as possible whose 
practical knowledge and experience would be most valuable, it is considered 
advisable to begin the collection of information relative thereto. 

In order to obtain proper results from public hearings and in order to 
give all those interested the best opportunity of presenting their cases, it 
has been decided that the inquiry shall be started by written statements, 
which should cover each particular issue as each interested claimant for 
relief sees it. These statements ought to show the particular complaint 
in each instance, a full statement of the grounds on which that complaint 
is based, the remedy proposed, and a statement of the grounds leading to 
the conclusion that such remedy proposed is effective. ‘The issue is really 
of course not merely a tariff issue from the standpoint of protection or other- 
wise but is also a revenue issue, and in like manner the submissions of those 
desiring reductions in tariff should at the same time show methods by which 
compensating revenues can be obtained from taxation or other sources. 
The preparation of these statements will necessarily require much careful 
consideration. Those desiring to make representations as to the problems 
involved are therefore asked to undertake the preparation of the same without 
delay and forward their statements addressed to the Minister of Finance 
at Ottawa. Upon receipt of the statements they will be systematically 
analysed and classified for the purpose of making them a basis of the general 
we inquiry to be held throughout the country as indicated by Sir Thomas 

ite. 


While unfortunately trade and economic conditions are yet 
unstable, the tariff investigation has commenced and public 
sittings will be held throughout Canada after prorogation. The 
investigation will be conducted by the Department of Finance 
with the assistance of such expert and other advisers as will be 
necessary to conduct a thorough inquiry. I am further of the 
opinion that not only should the investigation proceed but that 
information should now be given of the principles and policies of 
the Government in the light of which effect will be given in the 
tariff revision to follow to the evidence and facts developed in 
the inquiry. 


Our policy calls for a thorough revision of the tariff with a 
view to the adoption of such reasonable measures as are neces- 
sary—(a) to assist in providing adequate revenues, (b) to 
stabilize legitimate industries and to encourage the establishment 
of new industries essential to the proper economic development 
of the nation—to the end that a proper and ever increasing 
field of useful and remunerative employment be available for 
the nation’s workers, (c) to develop to the fullest extent our 
natural resources, (d) to specially promote and increase trade 
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with the Mother Country, the sister dominions and colonies 
and Crown dependencies, (e) to prevent the abuse of the tariff 
for the exploitation of the consumer—— 


Mr. LAPOINTE: Some change. 


Sir HENRY DRAYTON:—and, (f) to safeguard the 
interests of the Canadian people in the existing world struggle 
for commercial and industrial supremacy. 

As a means of raising revenue, the tariff should be so 
adjusted as to place the chief burden upon those best able 
to bear it. Articles of luxury should be heavily taxed through 
the imposition of customs and excise rates. Food commodities 
and other necessaries of life, not produced or manufactured 
in Canada, should, if taxed at all, bear only such imposts as 
are necessary for revenue purpcses. Those produced in Canada 
should be subjected to such customs duties only as may be 
necessary in the general national interest to be determined 
after strict investigation from time to time. : 

Apart from the question of revenue, the tariff should have 
regard to the maintenance, stability and prosperity of Canadian 
enterprise in the development of all our natural resources in 
lands, forests, mines, fisheries, as well as our agricultural and 
manufacturing industries. Consideration must also be given 
to the importance of creating and maintaining conditions that 
will afford to Canadian industrial workers opportunities for 
steady and remunerative employment. It is undoubtedly in 
the true interests of Canada as a whole that Canadian workers 
should not be forced to seek in foreign countries employment 
and opportunity denied them at home by reason of the export 
of the natural resources, primary products, and raw materials 
with which the Dominion is so amply endowed. 


For the purpose of encouraging the fullest development 
of our natural resources the tariff should be so adjusted as 
to permit machinery and the implements of production to 
be purchased at prices that will compare equitably with those 
paid in other countries for similar articles. The revised tariff 
law should be so framed and administered as to effectively 
prevent any customs duty being used to facilitate the formation 
or maintenance of any combine, trust, association or agreement 
among manufacturers, dealers, or producers for the purpose, 
at the expense of the general public, of restraining trade, pre- 
venting competition, or unduly enhancing the selling price of 
any article of commerce. The principle of trade preference 
between the different members of the Britannic Commonwealth 
should be maintained and extended from time to time to such 
degree as may be found practicable and consistent with Canadian 
interests. 
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While a general revision of the Canadian tariff based upon 
the foregoing considerations is due, it must be recognized that, 
owing to the war, economic and commercial conditions the 
world round have been profoundly disturbed and that, as a 
consequence, it is neither practicable nor possible in the national 
or public interest to undertake such revision until a thorough 
inquiry is made to ascertain the essential facts upon which 
tariff provisions must necessarily be based. 


All the financial difficulties of the moment can be, and I 
have no doubt will be, readily met. I am confident that every 
hon. gentleman has the firmest belief and confidence in Canada 
—and that belief is well justified. Immigration and a reasonable 
investment of outside capital rendering our illimitable national 
resources available, but above all the national characteristics 
and strength of character of the citizens of Canada, will easily 
surmount the past, and Canada’s situation to-day is indeed 
an enviable one. There is no country in the world that can 
offer greater inducements to the immigrant: and greater induce- 
ments to foreign capital than Canada can. Prosperity is 
entirely relative. Our position relatively has enhanced. We 
have finished borrowing, and notwithstanding the great increase 
in our debt, Canada’s securities to-day stand as high, or higher, 
than those of any foreign country in what is to-day the great 
market for foreign securities—New York. Canada’s world 
status is far greater to-day notwithstanding her losses and war 
debts than it was in 1914. 


I crave the indulgence of the House, Mr. Speaker, for the 
length of time I have spoken before introducing these resolu- 
tions. I wonder if before reading them I might not say just 
one or two words more. You know, some people to-day think, 
and apparently believe, that the country is in a bad state; 
I do not. Some people to-day think, and apparently believe, 
that the job ahead of Canada is a bigger job than Canada can 
look after; I do not. I wonder if we are not altogether too 
prone to forget what Canada has done; I wonder if we are 
not entirely too prone to forget the amount of hard work, 
of sacrifice and of devotion that the Canadian people showed 
themselves capable of sustaining during the war period. 

Are we not a little too apt to forget that it was the soldiers 
of Canada who formed just a few short months ago the spearhead 
of the forces of righteousness? Are we not a little too apt to 
forget that we have got the same spirit and the same blood in 
Canada yet? Are we not a little too apt to forget that their 
magnificent achievements never could have been and never 
would have been possible had not the men behind and, indeed, 
the women too, seen to it that the soldiers were supported, 
that reinforcements were sent? Yes, the war record is a glorious 
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record; but there were other war activities. Why, there is 
no better record than the record of the Canadian Medical 
Staff; no better record than the record of Canada’s production; 
no better record than the record of Canada’s transportation 
facilities, which remained at a higher point than did those of 
any other country engaged in the war. 

Does it not seem rather ridiculous for any one to seriousiy 
think that a nation that has done so much will not now be able 
to look after its own business; that a nation that has done 
so much for Europe and the world is not going to do something 
for Canada—something for that Canada which is so dear to 
every Canadian, something for that Canada which is to-day 
so infinitely more precious and glorious by reason of the 
sacrifices made by her fighting men than she ever was before, 
something for that country which the very best of us in con- 
secrating his services to her is compensated by the thought 
that it is impossible for any Canadian to do too much for 
Canada? 

RESOLUTIONS. 


I beg to give notice that upon the House resolving itself 
into committee I shall move the following resolutions: 


TARIFF CHARGES. 


Resolved, that it is expedient to amend Schedule A to the 
Customs Tariff, 1907, and to strike thereout tariff items 172 and 
483, the several enumerations of goods respectively, and the 
several rates of duties of Customs, if any, set opposite each of 
the said items, and to provide that the following items, enumera- 
tions and rates of duties be inserted in said Schedule A: 


Tariff British Intermed- | General 
Items -—— Preferential iate Tariff. 
Tariff. Tariff. 


ee ee 
172 |Books, viz.:—Books on the application) | 
of science to industries of all kinds, 
including books on agriculture, horti-) 
culture, forestry, fish and fishing,| 
mining, metallurgy, architecture,| 
electric and other engineering, car-| 
pentry, shipbuilding, mechanism,| 
dyeing, bleaching, tanning, weaving) 
and other mechanic arts, and similar} 
industrial books; bibles, prayer-| 
books, psalm and _hymn-books, 
religious tracts, and Sunday school ; 
lesson pictureS......--+-eeesereeeres Free. | Free. Free. 
483 |Stereotypes, electrotypes and celluloids 
of books, and bases and matrices and | 
copper shells for the same, whether 
composed wholly or in part of metal 
OF Gelinigi 5 coves san nee con eye oes Free. | Free. Free. 
698a|\Typewriters and writing appliances | 
specially adapted for use only by the | 

blind, under regulations prescribed } 

by the Minister of Customs and In- 

| 


Fanidl TREVOR ssc ded see voednng re sess Free. 
| 
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2. Resolved that it is expedient to amend Chapter 3 of the 
Acts of 1915 and Chapter 47 of the Acts of 1919, and to strike 
thereout section 3 of Chapter 3 of the Acts of 1915 and Sections 
3 and 4 of Chapter 47 of the Acts of 1919. 

3. Resolved that it is expedient to provide that the provisions 
of the foregoing resolutions shall be deemed to have come into 
operation on the nineteenth day of May, one thousand nine 
hundred and twenty, and to apply and to have applied to all 
goods mentioned in the foregoing resolutions imported or taken 
out of warehouse for consumption on and after that day, and to 
have also applied to such goods previously imported for which 
no entry for consumption was made before that day. 


EXcISE AND SALES TAXES. 


Resolved, That it is expedient to amend The Special War 
Revenue Act, 1915, and to provide:— 


1. That the following excise taxes be imposed, levied and 
collected on the total purchase price of the articles hereinafter 
specified, and on articles of clothing the said tax may be imposed 
upon the combined selling price of materials and cost of manu- 
facture when sold separately :— 


(a) A tax of ten per cent on,— 


Boots, shoes, pumps and slippers of any material 
(not including shoes or appliances made to order for 
persons having a crippled or deformed foot or ankle) in 
excess of $9.00 per pair; 

Hats, men’s and boys’, in excess of $5.00 each; 

Caps, men’s and boys’, in excess of $2.00 each; 

Hose or stockings, silk, men’s and boys’, in excess 
of $1.00 per pair; 

Neckties and neckwear and scarfs, men’s and boys’, 
in excess of $1.50 each; 

Clothing, consisting of coat, vest and pants or coat 
and pants, men’s and boys’, in excess of $45.00. 

Cloth overcoats, men’s and boys’, women’s and 
misses’, in excess of $50.00 each; 

Waistcoats, men’s, sold separately from suits, in 
excess of $5.00 cach; 

Shirts, including night shirts, men’s and boys’, in 
excess of $3.00 each; 

Hats, bonnets and hoods, women’s and misses’, 
in excess of $12.00 each; . 

Hose or stockings, silk, women’s and misses’, in 
excess of $2.00 per pair; : 

Kimonos, petticoats and waists in excess of $12.00 
each; 
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Nightgowns in excess of $3.00 each; 

House or smoking jackets or bath and lounging 
robes; 

Pyjamas and underwear in excess of $5.00; 

Fans; 

Purses and pocket-books in excess of $2.00 each; 

Shopping and hand-bags in excess of $6.00 each; 

Umbrellas, parasols and sunshades in excess of $4.00 
each; 

Trunks in excess of $40.00-each; 

Valises, travelling bags, suitcases, hat boxes and 
fitted travelling cases in excess of $25.00 each; 

Gloves, except fur, in excess of $3.00 per pair; 

Dresses, women’s and misses’, in excess of $45 .00 
each; 

Suits, women’s and misses’, in excess of $60.00 
each; 

Opera cloaks; 

Coats and robes, the component material of chief 
value being fur, in excess of $100.00 each; 

Ivory handled cutlery; 

Cut glassware; 

Sporting goods, such as tennis rackets, nets, racket 
covers and presses, skates, snowshoes, skis, toboggans, 
canoe paddles and cushions, polo mallets, baseball 
bats, gloves, masks, protectors, shoes and uniforms, 
football helmets, harness and goals, basket-ball goals 
and uniforms, golf bags and clubs, lacrosse sticks, balls 
of all kinds, fishing rods and reels, billiard and pool 
tables, chess and checker boards and pieces, dice, games 
and parts of games (except playing cards and children’s 
toys and games), and alli similar articles commonly or 
commercially known as sporting goods in excess of 
50 cents; 

Plated ware not otherwise provided for in this reso- 
lution adapted for household or office use; 

Velvets, velveteens, plush and silk fabrics; 

Embroideries of silk; 

Lace, including collars or collarettes of lace and all 
manufactures of lace; 

Ribbons of all kinds and materials; 


(b) A tax of twenty per cent on,— 

Cigar and cigarette holders and pipes in excess of 
$2.50 each; 

Cigar and cigarette cases, ash trays and match 
boxes of gold or silver; 
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Humidors and smoking stands; 

Hunting and shooting garments and riding habits; 

Hunting and Bowie knives; 

Gold and silver handled pocket knives and pencils; 

Gold, silver, ebony and ivory toiletware; 

Articles of silver not otherwise provided for in this 
resolution adapted for household or office use; 

Silver or gold deposit ware; 

Wearing apparel, not otherwise provided for in this 
resolution, the component material of chief value being 
fur; 

Liveries, livery boots and hats; 

Oriental rugs; 

Carpets in excess of $3 per yard; 

Curtains, including tapestry curtains, in excess of 
$7.50 each; 

Chandeliers except for churches; 

Articles commonly or commercially known as 
jewellery, whether real or imitation, for personal use or 
for adornment of the person. 


(c) A tax of fifty per cent on,— 
Articles of gold not otherwise provided for in this 
resolution adapted for household or office use. 


2. That the excise taxes as imposed by the preceding 
resolution shall be paid by the purchaser to the vendor at the 
time of sale for consumption or use, or on importation for 
consumption or use other than for re-sale, in addition to the 
duties of customs already imposed, and by the vendor to His 
Majesty in accordance with such regulations as may be pre- 
scribed. 


° 


3. That the following excise taxes be imposed, levied and 
collected on the articles hereinafter specified, namely :— 


(a) A tax of ten per cent on:— 

Boats, yachts, canoes and motor boats. Provided 
that on satisfactory proof being furnished that these 
articles will be used only for trading or commercial 
purposes a refund of the amount paid under this resolution 
shall be granted; 

Cameras weighing not more than 100 pounds; 

Candy and confectionery; 

Chewing gum or substitutes therefor; 

Fire-arms, shells, or cartridges. for use other than 
for militia purposes; 

Pianos and organs (other than pipe organs); musica 
instruments not otherwise provided for in this resolution 
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(b) A tax of fifteen per cent on:— 
Automobiles adapted or adaptable for passenger use. 


(c) A tax of twenty per cent on:— 
Mechanical piano players, graphophones, phono- 
graphs, talking machines, music boxes and records used in 
connection therewith or with any musical instrument. 


(d) A tax on playing cards for every fifty-four cards or 
fraction of fifty-four in each package,— 
when selling at $25 or less per gross packages— 
twenty-five cents per pack; 
when selling in excess of $25 per gross packages 
—fifty cents per pack. 


(ec) A tax of thirty per cent on:— 
Patent and proprietary medicines, including medicinal 
or medicated wines, vermouth and ginger wine containing 
not more than forty per cent of proof spirit. 


(f) A tax of two dollars per gallon:— 

On rum, whiskey, brandy, gin, wines contain- 
ing more than forty per cent proof spirits, cordials, 
liqueurs and spirituous and alcoholic liquors not other- 
wise provided for in this resolution suitable for beverage 
purposes; 

On lime juice or fruit juices, fortified with or contain- 
ing more than twenty-five per cent of proof spirits; 

On spirits and strong waters of any kind, mixed 
with any ingredient or ingredients, as being or known 
or designated as anodynes, elixirs, essences, extracts, 
lotions, tinctures or medicines, or ethereal and spirituous 
fruit essences, not otherwise provided for in this resolution; 

On alcoholic perfumes and perfumed’ spirits, bay 
rum, cologne and lavender waters, hair, tooth and skin 
washes, and other toilet preparations containing spirits 
of any kind. 


(g) A tax of thirty cents per gallon:— 
On ale, beer, porter and stout; 
On wines of all kinds, except sparkling wines, con- 
taining not more than forty per cent of proof spirits. 


(h) A tax of three dollars per gallon :— 
On champagne and all other sparkling wines. 


(i) A tax of fifty cents per gallon :— 
On lime juice and fruit juices, fortified with or con- 
taining not more than twenty-five per cent of proof spirits 
not otherwise provided for in this resolution. 
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4, That the excise taxes as imposed by the preceding resolu- 
tion shall be payable in addition to the present duties of excise 
and customs at the time of sale by the Canadian manufacturer 
or when imported, but shall not apply to such articles when 
exported, andshall be accounted for to His Majesty in accordance 
with such regulations as may be prescribed. 


5. That every person selling or dealing in the articles upon 
which taxes are imposed as prescribed -by the foregoing Resolu- 
tions, may be required by the Minister to take out an annual 
license therefor, for which license a fee not exceeding $2 shall be 
paid. 

6. That the provisions of the said foregoing Resolutions 
shall be deemed to have come into force on the 19th day of May, 
1920, and to have applied to all goods mentioned therein im- 
ported or taken out of warehouse for consumption on and after 
that day, and to have also applied to goods previously imported 
for which no entry for consumption was made before that day. 


7. (a) That a tax of one per cent in addition to the present 
duties of excise and customs be imposed, levied and collected on 
sales by manufacturers, wholesalers, or on importations; that 
the purchaser shall be furnished with a written invoice of any 
sale, which invoice shall state separately the amount of such tax, 
when not included in the purchase price; that such tax must not 
be included in the manufacturer’s or wholesaler’s costs on which 
profit is calculated; and the tax shall be paid by the purchaser 
to the wholesaler or manufacturer at the time of such sale, and 
by the wholesaler or manufacturer to His Majesty in accordance 
with such regulations as may be prescribed and such wholesaler 
or manufacturer shall be liable to a penalty not exceeding $500, 
if such payments are not made, and in addition shall be liable to 
a penalty equal to double the amount of the excise duties unpaid. 


(b) That the Minister may require every manufacturer 
and wholesaler to take out an annual license for the purposes 
aforesaid, and may prescribe a fee therefor, not exceeding $5, 
and the penalty for neglect or refusal shall be a sum not exceeding 
$1,000. 


(c) That any such tax, costs or penalties may, at the option 
of the Minister, be recovered and imposed in the Exchequer 
Court of Canada or in any other Court of competent jurisdiction 
in the name of His Majesty. 


(d) That this tax on sales shall not apply to sales or import- 
ations of,— 

meats, fresh, salted or pickled; butter; cheese; 

oleomargarine, margarine, butterine or any other substi- 

tutes for butter; lard; eggs, vegetables, fruits, grains 
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and seeds in their natural state; buckwheat meal or 
flour; pot, pearl, rolled, roasted or ground barley; corn 
meal, oatmeal or rolled oats; rye flour; wheat flour; 
coffee, green, roasted or ground; tea; salt; cattle foods; 
hay and straw; nursery stock; fish, fresh, pickled, salted, 
smoked, dried or boneless; sugar, syrups and molasses; 
anthracite or bituminous coal; artificial limbs and 
parts thereof, or to goods exported. 


(e) That the provisions of this Resolution respecting a 
tax on sales shall be deemed to have come into force on the 19th 
day of May, 1920, and to have applied to all goods imported 
or taken out of warehouse for consumption on and after that 
day, and to have also applied to goods previously imported 
for which no entry for consumption was made before that day. 


8. That a stamp tax of two cents be imposed, levied and 
collected on promissory notes and bills of exchange of the value 
of one hundred dollars or less, and that a tax of two cents addi- 
tional be imposed on every one hundred dollars or fractional 
part thereof in excess of one hundred dollars. 


9. That a stamp tax of two cents be imposed, levied and 
collected on each share of stock transferred. 


10. That the provisions of the said Act relating to stamp 
duties on bottles and packages containing a proprietary or 
patent medicine or perfumery requiring that an adhesive 
stamp be affixed to such articles by the person selling the same, 
or by the importer, the manufacturer or producer, be amended 
to provide that the said provisions shall remain in force as 
regards the stock of such articles in retail stores remaining 
unstamped on the 31st July, 1920, and such stock may be sold 
in accordance with such provisions until the 31st day of Decem- 
ber, 1920, but on and after such last mentioned date every such 
article must be stamped before being exhibited or offered for 
sale, The stamps shall be affixed to all such articles on or after 
Ist August, 1920, by the manufacturer or importer thereof, 
or by such person as the Minister may prescribe. 


11. That respecting bottles or packages containing wines, 
sparkling and non-sparkling, manufactured or imported previous 
to the nineteenth day of May, 1920, stamps as set forth in the 
said Act shall be affixed thereto under regulations made by the 
Minister. 


12. That the provisions of the said Act relating to moving 
picture films, and all the other provisions of the said Act incon- 
sistent with these Resolutions, be repealed. 
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BUSINESS PROFITS WAR TAX ACT. 


Resolved, That it is expedient to amend The Business Profits 
War Tax Act, 1916, and the amendments thereto, and to 
provide: 


1. That the profits earned in any business during any 
accounting period ending in the year one thousand nine hundred 
and twenty which do not exceed ten per cent per annum upon 
the capital employed in such business shall be exempt from 
the tax prescribed by the Act; 


That upon any such profits exceeding ten per cent per 
annum and not exceeding fifteen per cent per annum there 
shall be paid a tax equal to twenty per cent of such profits; 


That upon any such profits exceeding fifteen per cent 
per annum and not exceeding twenty per cent per annum 
there shall be paid a tax equal to thirty per cent of such profits; 


That upon any such profits exceeding twenty per cent 
per annum and not exceeding thirty per cent per annum there 
shall be paid a tax equal to fifty per cent of such profits; 


That upon any such profits exceeding thirty per cent per 
annum there shall be paid a tax equal to sixty per cent of such 
profits; 


That in the case of a business owned by an incorporated 
company with a capital of not less than twenty-five thousand 
dollars and under fifty thousand dollars employed in such 
business, there shall be paid a tax of twenty per cent of the 
amount by which the profits earned in such business during 
any accounting period ending in the year one thousand nine 
hundred and twenty exceeded ten per cent per annum; 

¥ 


2. That in respect to any business liable to taxation under 
the said Act having a capital of less than fifty thousand dollars 
the rates of taxation set forth in section three of the said Act 
as amended by chapter six of the Statutes of 1917 shall apply 
in respect of the 1917 and 1918 accounting periods, if twenty 
per cent or more of such profits have been derived from the 
manufacture or dealing in munitions of war or materials or sup- 
plies of any kind for war purposes; 


3. That the period during which the said Act is to be in 
operation be extended for one year, and that section twenty- 
six of the said Act be amended by substituting the word 
“twenty” for the word “nineteen” in the third line thereof, 
and by substituting the word “seventy-two” for the word 
“sixty”? in the fourth line of the proviso in the said section. 


39 
INCOME WAR TAX ACT. 


Resolved, That it is expedient to amend The Income 
War Tax Act, 1917, and the amendments thereto, and to 
provide: 


1. That the taxes and surtaxes, including the tax upon 
corporations and joint stock companies, leviable and payable 
under the provisions of section four of the said Act as enacted 
by chapter fifty-five of the Statutes of 1919 shail each be increased 
by five per centum on incomes of five thousand dollars and up- 
wards, such increases to apply to all taxes and surtax leviable 
for any income received during the calendar year nineteen hun- 
dred and nineteen or the income of any accounting period ending 
in nineteen hundred and nincteen, as the case may be, and for 
each calendar year or accounting period thereafter ; 


2. That each person liable to taxation under the said Act 
and the amendments thereto for the calendar year nineteen 
hundred and twenty or any accounting period ending in the 
year nineteen hundred and twenty and for each calendar year 
or accounting period thereafter shall deliver to the’ Minister 
of Finance, with each annual return of his income prescribed 
by section seven of the said Act as amended, an amount equal 
to at least one-fourth of the amount of the tax and surtax, if 
any, payable by such person according to such return, and shali 
pay the balance, if any, of such tax and surtax in not more 
than three bi-monthly instalments thereafter, together with 
interest at the rate of six per centum per annum from the date 
prescribed for making such return up to the time of the payment 
of such instalment; 


3. That any person making a return of income less than 
the correct amount shall pay the additional amount of tax and 
surtax due and in addition interest at the rate of ten per centum 
upon such amount until the same is paid. 

If such deficiency exceeds ten per centum but is under 
twenty per centum, such person shall also pay an amount 
equal to one-half of the amount of such deficiency in addition, 
and if such deficiency amounts to twenty per centum or more 
such person shall pay an amount equal to the amount of such 
deficiency in addition. 
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BUDGET SPEECH 


DELIVERED BY 


HON. SIR HENRY L. DRAYTON, M. P. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, MONDAY, MAY 49, 1921 


WAYS AND MEANS—THE BUDGET 
Hon. Sir HENRY DRAYTON (Minister of Finance) 


moved: 


The Speaker do now leave the Chair for the House to go into Committee 
of Ways and Means. 


He said: Mr. Speaker, following the usual practice I now 
take advantage of this motion for the purpose of introducing 
the annual Budget. 

The past year has been a difficult and trying one for 
business practically the world over, and Canada has suffered 
in common with other nations from the commercial and 
economic conditions obtaining. The year has been a year of 
deflation, and deflation is always difficult. During the first 
portion of the year the price of commodities, instead of declin- 
ing after the cessation of hostilities, as was generally expected, 
sharply rose. Extravagant and luxurious buying was common, 
and the cost of living in Canada unreasonable. 

As a corrective measure, as well as for the purposes of 
revenue, the taxes of last year, commonly known as Luxury 
Taxes, were imposed. The object of these taxes was stated in 
the Budget speech as follows:— 

Not only is more revenue necessary but extravagant and luxurious 
expenditure ought to be checked. Just so long as expenditure on non- 
essentials and extravagant expenditure continues, just so much longer will 
the drop in the value of essentials be postponed. On those having income 
more than necessary for properly maintaining themselves and families, 
there rests a special duty of saving whenever possible and in this manner 
adding to the available financial resources for development and for industrial 
undertakings. 

Extravagant buying was slowly but surely checked, and in 
November declines in commodity prices, both manufacturers’ 
and wholesale, were well marked. The buying public which 
had previously been so well accustomed to rising markets and 
then bought freely in the fear that prices would be higher, 
were convinced that the prices of commodities were on the 
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downward trend, and instead of buying in advance of their 
needs, stopped purchasing as much as possible in the expecta- 
tion that prices would continue to fall. 

But not only were the taxes designed to check wild spend- 
ing on the part of the public, they were also calculated to 
check unnecessary purchases by the trader, so that his inven- 
tories might be all the smaller when the inevitable drop in 
commodities came, and so that the lower level might be reached 
in more easy stages and with little goods on hand. 

Having served these main purposes, the so-called Luxury 
Taxes were, with but trifling exceptions, abolished on the 18th 
day of December, 1920. 

The year has been a trying one in many activities, but it 
is felt that the lower price levels have been reached, and that 
working on the sure foundation of lower costs, the conditions 
of our trade and commerce ought to steadily improve. 


TRADE 


The year just closed gives a great total for Canadian trade. 
The previous year, notwithstanding that it was a year of rising 
prices and general activity in business, showed a total of 
imports and domestic exports of $2,304,008,267, as against 
$2,429,288,757 for the year ended March 31, last. 

This is a remarkable showing, more particularly in view of 
the fact that prices had materially declined during the last half 
of the year and that our heavy export of grain was made on 
the lower price level. These figures show an increase for the 
year of $125,280,490. If foreign merchandise brought into 
Canada and exported be added, the respective totals become 
for the year ended March 31, 1920, $2,351,174,878, and for the 
year just closed $2,450,553,175. 

For the purpose of comparison, it may be noted that the 
years at the end of the past two five-year periods, that is for 
1916 and 1911, show a total trade of $1,287,117,229 and 
$741,745,318 respectively. The figures of the past year show 
great trade activity. Taking nine millions as the approximate 
population of Canada, and the calendar year as a uniform 
basis of comparison, it will be found that the aggregate foreign 
trade per capita in 1920 was $293.30 for Canada, and $127.78 
for the United States. : 

The mere bulk of trade activities does not of necessity, 
however, show national prosperity. While, on the one hand, 
the nation may increase in wealth with a comparatively small 
total business, on the other hand, it is possible to become the 
poorer in increasing ratio to the amount of gross business done. 
The vital question is as to whether or not the business as a 
whole is profitable. | 
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Canada has continued to be a large buyer. Our imports 
in the year have increased by the sum of $175,608,887, while, 
on the other hand, our domestic exports have dropped from 
those of last year by $50,328,397. If the export of foreign 
produce be included, the total decrease becomes $76,230,590. 
If mere size of trade was the whole criterion of national 
prosperity, Canada would indeed be prosperous, and the 
problems of industrial unemployment and dissatisfaction with 
farm results entirely non-existent. While it is perfectly true 
that Canada, relatively, is very much better off at the present 
moment than many other nations are, the fact nevertheless 
remains that conditions are not as we would have them. 

It has also to be borne in mind that while our total exports 
are only $76,230,590 short of those of last year, they are 
$375,741,673 below the gross export peak reached in 1918. 

The unfortunate part of our international balances is that 
with the United States. The unrevised figures for the year show 
that our exports to that market amounted to $542,304,456 of 
domestic, and $18,379,342 of foreign produce, while our imports 
amounted to $856,593,470, resulting in an unfavourable trade 
balance between the two countries of $295,909,672. (his large 
unfavourable balance, coupled with the largely increased 
invisible payments which have to be made to American holders 
of Canadian securities and investments, of necessity creates a 
heavy demand for New York exchange, resulting in a premium 
on New York funds. The real balance against Canada is also 
increased by the aggregate of the discount on Canadian money 
in New York, as the trade figures do not include the resultant 
increased cost to the Canadian purchaser) 

If Canada is to continue to buy as much as she now does 
from the United States, she ought to sell a great deal more in 
that market. It is undoubtedly to her immediate interest that 
she should do so. The position of our trade with the United 
States, unfavourable as it is, is likely however to be made still 
more unfavourable. The Emergency Tariff, commonly known 
as the Young Bill, which has already been favourably considered 
by both Houses of the American Congress, calls for the imposi- 
tion of taxes which would practically prohibit the importation 
of—in the chief part— Canadian agricultural commodities which 
amounted in volume during the past year to some $168,350,000. 
The measure is for but a six months’ period, and the permanent 
Tariff Bill has not yet been brought down. 

The legislation is treated as emergency legislation, and is 
pressed on the ground that the United States have a large 
surplus of these products, which their farmers are unable to 
sell, and that the American farmer is subject to unfair com- 
petition in the United States market as owing to the discount 
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on Canadian currency the Canadian farmer receives Just so 
many more Canadian dollars, just as useful to him in his own 
country as the American dollar is to the American farmer. 

The underlying difficulty of the whole matter would appear 
to result from the condition of foreign exchanges and the 
difficulty of financing overseas sales. Under former conditions, 
exports of Canadian products, to a large extent, merely added 
to the exportable surplus of the United States a very profitable 
business for that country, while to-day, according to statements 
made in support of the emergency legislation, the stocks of 
American produce are large, and additions thereto by Canadian 
imports merely add to the difficulties of the American producer, 
whe cannot to-day profitably dispose of his own surplus. In 
other words, what in the past was profitable business for the 
United States is now regarded as unprofitable. 

Our business with the United Kingdom continues to be 
satisfactory, although it is unaccompanied with favourable bal- 
ances as great as in the past. Last year our exports to the 
Mother Country amounted to $495,960,118 while our imports 
amounted to $126,359,249, resulting in a favourable trade 
balance of $369,600,869. This year our exports have fallen to 
$314,226,348, while our imports from the Mother Country have 
grown to $213,930,946, reducing our favourable trade balance 
to $100,295,402. In view of the large holdings of Canadian 
securities in the United Kingdom, while exact figures are not 
available, the net balance would be much reduced if not indeed 
turned against us. The showing, however, is very much more 
satisfactory than that of our trade with the United States and 
the buyers of English goods have the additional satisfaction of 
knowing that their dollars were at a premium in the English 
market. 

I have much pleasure in calling the attention of hon. 
members to the remarkable recovery and extension of British 
trade in Canada. Imports from the United Kingdom first 
reached the hundred million mark in 1911. In 1913 they were 
$138,741,736. As a result of the war, in 1919 the figures had 
dropped to $73,035,118. In 1920 the total was $126,359,249. 
The increase of this year over last—although last year’s figures 
were greater than those of any previous year except 1913—is 
$87,571,697, or over 69 per cent. The sales by the Mother 
Country in Canada have by the prevailing rates of exchange 
been made the more easy in the same ratio as our sales to her 
have been rendered the more difficult. Our sales have also, by 
reason of the exercise of British Government control, been 
further restricted. 


REVENUE, 1920-21 


The country’s revenues have been well maintained. The 
revenue for the fiscal year when the accounts are finally closed 
will approximately reach $432,000,000, as against $349,746,334 
for the year before. This marked increase, in a year of deflation, 
can only be regarded as satisfactory. The chief sources of 
revenue are as follows:— 


CAREOTI oan aies oe Cae Oh coer aad eracereietctee susfa x eLaveleh irae ciecatSyers $163 ,000 ,000 
Weise oe. yi ec cee Fe alle wk Pacey deat alate Seago tetera reacts 37,200,000 
Post (ined... ae co ee Ca ie ee ntecrneae eee 26 ,000 ,000 
Business Profits War las coon cn ste See oe avec Sek orem eto ene 40, , 000 
Ineome Tax) uses ic Se oe be Ser rote pads woe eT a aes 46 ,500 ,000 
Inland ‘Revyuntie: War Tax... scocanco ence tie a ac nea 79,050,000 
Other War tarabion 7% O54. ok oe te che ceaeetelccsetaraetieeteriaten oe 2,355 ,000 


EXPENDITURE, 1920-21 


The estimated expenditure for the year amounts to 
$533,368,077 as against a total outlay provided by the 
Estimates of $613,225,411. 

The total expenditure has been met without new loans, 
being covered entirely by current revenue and cash resources 
available at the close of last year. The amount of cash resources 
from the past year and applicable to 1921-22 will be relatively 
small. The figure cannot be definitely stated, as sundry expendi- 
tures and revenue for 1920-21 have yet to go through the books. 
I might say, at this juncture, that we expect to find that the 
available cash at the end of the year when the accounts are 
closed will amount to approximately $10,000,000. 

In considering the consolidated fund expenditures, having 
regard to the country’s pre-war activities, it will be found that 
these amount to some $141,000,000. Consolidated fund charges 
connected with and growing out of the war, such as increased 
interest, pensions, military records, Air Board, expenses of 
Land Settlement Board, Soldiers’ Civil Re-establishment, etc., 
and such new services and expenses as cost of collection of war 
taxation, bonus to the Civil Service, aids granted for technical 
education and road building, etc., approximate $225,000,000. 
Other war expenses, including Soldiers’ Land Settlement loans 
and demobilization, increase the total payments resulting from 
the war and new services to $277,000,000. Services similar to 
those provided for by the consolidated fund expenditure of 
$141,000,000 this year as referred to above cost in the year 
1913-14 $127,384,472. 
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Of the expenditures, the total chargeable to consolidated 
fund is $362,600,000. Special expenditure, including capital of 
$36,972,000 and demobilization of $20,000,000 accounts for a 
further sum of $57,102,000. Then there are investments, 
classed as non-active for the time being, as follows: 


Canadian Northern Railway............... ges OY AE tite sere wayne $ 48,611,077 
Grand! Trunk Railwayseess oc hee kee elec nee le ote ay tera ... 26,520,000 
Grand Trunk Pacific Railway ‘“‘Rec. a/c”...............000- 18 ,300 ,000 
Grand Trunk Pacific Guaranteed Int..............-...+-++-. 3,900,000 
@uebee Harbour! Commissioners). <2. 5- ine 335,000 


$ 97,266,077 


And finally, disbursements for railway equipment of $16,- 
400,000. 

The revenues for the year exceed the ordinary expenses of 
the country, including all pensions and all current war charges, 
by $69,400,000 and exceed the sum total of the ordinary 
expenses, together with the regular charges to capital and war, 
by $12,298,000. 


DEBT 


As already stated, there have been no fresh borrowings. 
On the other hand, the debt has increased by the amount that 
the liquid surplus of the year before has been used, namely, 
$101,368,077. It should be noted that out of available cash, 
tax exempt bonds aggregating $89,228,300 have been acquired 
and taken off the market. It is proposed to cancel them. 
The result is that, having regard to the writing-down of 
assets which took place last year, the net debt now amounts to 
$2,350,236,700. An interesting observation may be made as 
to the increase in debt. Cn the period 1896 to and including 
1914 the net additions to Ae: totalled $77,499,417. As 
compared with this, during the period 1914 to date, if the writing- 
down of non-active assets had not taken place and if the bare 
ae _warcost be deducted but resulting current expenses arising 
from thefar such as for interest, pensions, ete., be nevertheless 
charged, the net ébt to-day would stand at approximately 
$115,000,000 less than at March 31, 1914.) The situation may 
be otherwise expressed by saying that notwithstanding the 
largely increased cost of Government, to the extent of this sum 
the country’s war activities have been financed out of current 
revenue. 
Over and above all this the charges(to the fonsolidated 
fund of payments made on current war account from and includ- 
AY ing the year 1914-15 to 1920-21 amount to $553,732,120 and for 
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new services and expenses $30,077,580, making a total of 
$583,809,700.) The amounts by years are as follows:— 
Due to War New - 
ee Burden. Services. Total. 
1914-15... oe ee | $ 2,843,238 
ISIS-16)... LS ee pees aoe B26 080i. of en. Oe. 8,828,080 
WIGTT ok et eee 25,956,437,  $ 58,174) 26,014,611 
BAI-IS..c TCLS OE MO Ae 44,134,890 108,196) 44,243,086 
1918-19... 88, 854, 759 3,498,126] 92,352,885 
1919-20... 170,722,951| 13,139,084) 183, 862,035 
1900-91. bods cree eel 212,391,765| 13,274,000) 225, 665,765 
Lotall, 220 .).. eee $553, 732,120} $30,077,580) $583,809, 700 
| 


The net result is that war obligations current and capital 
have been met and paid to the extent of $698,809,700. 


PROBABLE REVENUE AND EXPENDITURE, 1921-22 


All indications point to a falling customs revenue and with 
the disarrangement of business consequent on imminent tariff 
legislation of the United States, it is difficult to accurately fore- 
cast the revenue for the coming year. The following estimate— 
based on existing legislation—may be given:— 


Ciistonas 5 2sceaeh og see Sen cae eee en ene nesses se. 135,000,060 


|: 20) fat pee ian ite cari, ehmdnire Ate Acre ee Aaa Sirah bd mR mr i 33 ,600 ,000 
Post Of ces oo ae Ra Dn rete one Sear 26 ,000 ,000 
Interest on: lnryestments: 5... 25 aces ee a ee ke oe, 19 ,000 ,000 
Casvial Revenctrsiye © 6006S es ete eee area ea. rot Rete 4,000,000 
War Tax Revenue— 
InJand Revenue. io. 259: c2 scos a e e n 72,000 ,000 
Business Profits and Income “Pak... 0202 026. 2 festa: 70,000,000 
Miscellaneous War Tax Revenues...........-.05005000e> 2 ,000 ,000 
All other. Reveniies) 3 ose - eee as en ert fae ote 11,060,000 
$372,600 ,000 


The main estimates tabled eall for a total expenditure of 
$582,062,698 and the supplementary for bonus to the service 
an additional $9,375,000. The policy of the Government is to 
pay at least all current expenses, including capital charges, out 
of current income. The following summary gives the details of 
these votes properly appropriated to their various objects:— 


Estimated Consolidated Fund Expenditure..............+-+- #343 021,594 
Estimated Capital Expenditure............0..cseeeee ee eeees 27 ,459 , 127 
Estimated Demobilization Expenditure................+-.0+5- 7,777 ,380 
$378 , 258 , 101 

Investments—Non-Active— 
Canadian Northern: Railwity. | 02.60. 25. os a $ 50,000,000 
Grand Trunk Bathways bos ber ae ceo er oes ee 89 , 687 ,633 
Grand ‘Trunk Paciiie Fauways ccs caisc ca cen a Jee oe 26 ,000 ,000 
$165 , 687 ,633 
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Investments—Active— 


Soldiers Settlement, Board eqecisernice tects ehataelaler seen $ 32,000,000 
Lousing: Oams yea. yatereieravectet asta lols) beter atest Ata 13,310,000 
Siilloitae Mule onandum GanawooCono (0 doSdonAs sotepo nos 2,181,963 

$ 47,491,963 


From the above it will be seen that $378,258,101 in the 
first-instance ought to be raised out of current revenue. It is 
true that this amount includes capital expenditure for canals, 
public works, ete.—capital expenditure, which does add to the 
equipment and facilities of the country. Under the policy 
adopted this, however, ought to be met out of current revenue. 
It should be noted that this capital vote also includes $1,903,133 
required for railroad equipment. It also includes $7,000,000 for 
deficits of the Canadian Government Railways proper which 
must be regarded as a current expense. 

Provision is made for non-active investments to the extent 
of $165,687,633 on account of railways, investments which at 
least for the time being will yield no return. To the full extent 
that provision is required for the payment of current liabilities, 
deficits and interest, that payment ought to be met out of. 
current revenues. The vote, however, in part, covers maturing 
capital obligations. Railway capital obligations ought not to 
be paid out of curremt revenue at the present time but should 
be refunded. 

Of the vote, the current liabilities of the Canadian Northern 
call for payment of $25,102,870 made up of stock additions, - 
operating deficits and interest charges. — 

The Grfnd Trunk vote is required largely for old accounts 
and maturing capital obligations, as well as obligations owing 
the country. The old accounts will be taken into consideration 
in the arbitration proceedings as deduction from the compen- 
sation that may be payable. The company, however, ran 
last year at an actual deficit of some $6,500,000, apart from all 
Grand Trunk Pacific obligations. Part of this deficit is 
accounted for by back pay amounting to some $3,000,000. 
It would not be safe to regard the account, however, as one 
not requiring a substantial sum, possibly $6,000,000, for current 
deficits for the year. 

Included in the Grand Trunk Pacific vote, apart entirely 
from expenditures which add to the value of the property, is 
$19,817,873. The position of this undertaking is such however 
that the whole vote of $26,000,000 ought to be raised out of 
current revenue, making a total current railway expenditure 
to be this year provided in cash of $57,102,870. 


The resultant total to be raised is $435,360,971. 
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In addition, the other investments of $47,491,963 are active 
and revenue-producing and constitute a proper deduction from 
a gross debt. 

It is obvious, however, that additional revenues ought to be 
provided. : 

TARIFF. 


It is not proposed to put into effect now a general revision 
of the tariff schedules. While Canada must make her own 
tariff and while that tariff must be a tariff dictated in the 
interests of. Canada and her people, it is not advisable that 
frequent changes should be made. 

The tariff deals with international business and the proper 
interests of the country can only be considered in the light of 
international business and the tariff laws of other countries. 
It is idle to attempt to disguise the fact that any proper Cana- 
dian tariff must have consideration to the settled tariff con- 
ditions obtaining in the United States. Of our total trade of 
the past year 57 per cent was with the United States. Of 
total imports of $1,240,125,056, those from our neighbour to 
the south were $856,593,470 or 69 per cent of the whole. 

As already pointed out, temporary tariff legislation of the 
United States would place a barrier against our exports to that 
country amounting to no less than $168,000,000. Such or 
similar action made permanent, of necessity, would require 
(& gareful and thorough revision of the Canadian tariff for the 
purpose of ensuring the proper continuance of Canadian business 
—of ensuring employment and Canadian ee matter 
of gravest moment to all classes of our citizens, of moment to 
the farmer as well as to the industrial worker, of moment to 
the farmer because the home market, always of importance 
and value to him, would become in view of the action of the 
United States and of the difficulties of financing overseas sales, 
more important than ever. 

An illustration of the value of the home market under past 
conditions may be given in connection with the dairy business. 
The production of butter in Canada for the year 1919 was 
226,000,000 pounds and of this amount but 17,000,000 pounds 
were exported. On the question of profitable prices in the home 
market, it may be noted that last autumn when the Ottawa 
wholesaler paid 57 cents for butter and the Ottawa public 
were paying 59 cents and 60 cents a pound, the export price 
was 47 cents a pound. The home market is valueless without 
purchasing power and that purchasing power will diminish or 
largely disappear with the advance of industrial unemployment. 
Under the circumstances, having special regard to the fact 
that there ought not to be a general revision of the Canadian 


12 


tariff now and another after the close of the United States 
Congress, no action will now be taken. 

In indicating that regard must be had to United States 
tariff laws when framing the Canadian tariff, I do not desire 
to be understood as suggesting that the Canadian tariff should, 
in any way, of necessity follow the American customs rates. 
The underlying economic principles which apply to tariff 
necessities of creditor nations, as compared with debtor nations, 
are entirely different. (Creditor nations are not under the 
necessity of discharging money claims with an excess of visible 
exports over visible imports or by fresh borrowings? While 
it is not in the interest of debtor nations to increase money 
claims against them by an unfavourable balance of visible 
trade, in the case of the creditor nation it well may be that 
the only manner in which the creditor nation may receive 
payment on its investments is by creating money claims in 
favour of the debtor nation through an excess of visible imports 
over visible exports. 

As a matter of fact, besides goods and commodities creditor 
nations export coupons, representing interest on borrowed 
money, while debtor nations import them, that is, pay them. 
It is impossible to accurately state the amount of coupons 
annually imported by Canada. In all probability $180,000,000 
would not be an outside figure. Under such circumstances, 
Canada has to be considered as having an adverse balance of 
$180,000,000 before any consideration is given to the results 
of her visible import and export trade. On the other hand, 
as a great creditor nation, the United States, apart altogether 
from her visible imports and exports, has the advantage of a 
very large invisible export credit, none the less real because 
unseen, under the heading of returns from investments. Canada 
like all other countries in process of development, required and 
indeed still requires foreign capital and is of necessity a debtor 
nation. 


TARIFF CHANGES 


Changes in the schedules, however, become necessary for 
the purpose of implementing the trade pact with the West 
India Islands which has been ratified by both Houses and 
assented to. A resolution will be ‘submitted dealing with 
these. 

AMENDMENTS TO Customs ACT 


Changes ought to be made in the Customs ‘Act with a 
view to securing a more efficient carrying out of the principle 
of the dumping provisions. Much of the unemployment at 
present existing, results from the importation into Canada of 


) 
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goods at prices below the cost of production. In so far as the 
publie are concerned, little, if any, price advantage has accrued 
to them through these importations. Indeed, it could not well 
be expected that they should because these low costs cannot 
be looked ‘upon as at all permanent and as a matter of fact 
they have been found to be temporary. It has been established 
that, after large shipments of goods have been made from a 
foreign market and entered at customs at a valuation justified 
by temporary quotations in that market, prices there have 
registered substantial increases. The result, however, is directly 
felt by the Canadian producer and worker. Goods ought to be 
valued for customs purposes, not at forced-sale prices, justified 
by temporary quotations in the foreign market, but having 
regard to the regular standard value in that market and to 
cost of production and a reasonable profit thereon. 

A further change should also be made having regard to 
the valuation of goods imported from foreign countries whose 
currencies have greatly depreciated. Under the law, valuations 
are made in the currency of the country of export and this 
value has under customs ruling been adjusted to the basis of 
exchange prices. The increased cost of production in the 
foreign market does not, however, bear a direct inverse relation 
to the extent of the depreciation of the currency, more particu- 
larly so having regard to countries where currencies are depre- 
ciated to a greater extent than 50 per cent. It is therefore 
proposed to provide that any depreciation of a foreign currency 
greater than 50 per cent shall be disregarded and that the 
lowest valuation which can be made will be arrived at by a 
depreciation of 50 per cent. Where the rate of exchange is 
adverse to Canada, the value for duty will be computed at the 
rate of exchange existing at the date of the shipment of the 
goods. To put into effect these provisions, a Bill will be intro- 
duced providing for amendments to the Customs Act as follows: 

Section forty of the said Customs Act is amended by adding thereto 
the following clause,—‘‘such value in no case to be lower than the wholesale 
price thereof at such time and place,” and by adding thereto the following 
subsection: ; 

(2) Provided that the value for duty of new or unused goods shall in 
no case be less than the actual cost of production of similar goods at date 
of shipment direct to Canada, plus a reasonable profit thereon, and the 
Minister of Customs and Inland Revenue shall be the sole judge of what 
shall constitute a reasonable profit in the circumstances. ; 

Section fifty-nine of the said Customs Act 1s amended by adding thereto 
the following subsection: be ; : ; 2 

(6). Notwithstanding any of the provisions of this section, in computing 
the value for duty of the currency of an invoice, no reduction shall be allowed 


in excess of fifty per cent of the value of the standard or proclaimed currency 
of the country from whence the goods are invoiced to Canada, irrespective 
of the rate of exchange existing between such country and Canada on date 
of the shipment of the goods, and in respect of goods shipped to Canada 
from a country where the rate of exchange is adverse to Canada, the value 
for duty of the currency of the invoice shall be computed at the rate of exchange 
existing between such country and Canada at the date of the shipment of 
the goods. 
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MarKING OF IMPORTATIONS 


Representations have from time to time been made to the 
effect that the goods of one country were being farmed off on 
the Canadian public as the goods of another country. Especially 
have representatives of British business urged that many goods 
were being sold as British goods, which either had not seen 
Great Britain or were merely collected in and forwarded from 
that country. In my judgment, immediate effect ought to be 
given to these representations. Not only has the British 
importation some right to protection from dishonest com- 
petition, but much more so the Canadian public have a right 
to know from whom they are buying. A resolution will, there- 
fore, be moved to provide that all goods imported into Canada 
capable of being marked, stamped, branded or labelled without 
injury shall have indicated on them legibly in English or French 
the country of origin. This provision will come into force 
September 1, 1921. 


Business Prorits War Tax 


The Business Profits Tax will be dropped. With 
present business conditions it would in any eyent become 
largely inoperative—excess profits generally speaking will not 
be found. This tax is one which is only justifiable as an emer- 
gency measure in a time of ascending values and inflation and 
national stress. It is a tax which works harm to the general 
financial situation and business conditions in an ordinary period 
and more particularly in a period of business depression. The 
Act will not be re-enacted. 


ExcisE TAXES 


The few remaining so-called luxury taxes will be abolished. 
In lieu thereof, having particular regard to the necessities of 
revenue, duties will be levied on playing cards and wines. 
The duties on spirits will be increased from the present $3 per 
gallon customs duty and the $2 additional duty under the 
luxury taxes, to a straight $10 customs rate. Increase will also 
be made in the excise duties on spirits of local manufacture 
released for sale in Canada. The former differential of the 
excise duty as against the customs duty was 60 cents, a 
differential of 20 per cent. The excise rate will be increased 
to $9 a gallon. 

Many complaints having been received from hospitals and 
the producers of proprietary medicines and pharmaceutical 
preparations who represent that the burden of taxation under 
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the law, which is now being changed and which provides for a 
total tax of $5 per proof gallon, was unduly heavy. The hos- 
pitals in particular represent that they have had great difficulty 
in properly carrying on. It is proposed to grant a rebate of 
99 per cent of the duties paid on spirits actually used for medi- 
cinal purposes in bona fide hospitals certified to as such by the 
Department of Public Health and subject to regulations to be 
promulgated by the Department of Customs and Inland Revenue 
for the purpose of ensuring that no abuses take place. Under 
appropriate regulations it is proposed in the case of patent and 
proprietary medicines and pharmaceutical preparations to 
reduce the tax to the rate of $2.40 per proof gallon. This is 
the rate which applied prior to the enactment of last year’s 
luxury taxes. 
Sates Tax 


In addition to the foregoing new provisions, it is proposed 
to inerease the rate of the sales tax, Many submissions have 
been received in favour of a sales or turnover tax. The principle 
of either a sales or turnover tax has been strongly advocated 
by many boards of trade and commercial bodies. The general 
turnover tax in particular has been strongly supported. This 
tax would call for the payment of a tax on every transaction 
taking place in the country. It would include all sales by 
retailers. Theoretically a general turnover tax on commodities 
and services has much to commend it. In practical adminis- 
tration, though, in view of the fact that after careful survey 
it has been established that books are not kept in many retail 
stores, the cost of administration would be unduly great and 
difficulties of collection many. 

Instead of extending the tax, it is proposed to confine its 
operation to the sales of manufacturers, wholesalers, jobbers and 
importers, and to continue a list of special exemptions which, 
broadly speaking, will cover foodstuffs in their natural state, 
initial sales of farm produce by the farmer of his own production, 
as well as the first products of the fisheries, mines and forests. 

The 1 per cent and 2 per cent rates on domestic transactions 
will become 1} per cent and 3 per cent respectively, and the 
present import rates will become 23 per cent and 4 per cent. 
The import rates thus become 1 per cent higher than the like 
domestic rates. The necessity for this lies in the fact that 
more than one sales tax is included in the finished article made 
in Canada, while the materials entering into the manufacture 
or production of the foreign article are not subject to any such 
tax. 

Mr. Speaker, we in Canada have a great task before us. 
The world is sadly out of tune. May we help in restoring 
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harmony. Trust and confidence are sadly lacking. Class 
interests are advanced with selfish insistence. Unemployment 
is with us. Faith in our fellow-men is weakened. Doubt of 
the future is often voiced. And what is the trouble? The sun 
still shines—the rivers still sparkle—our lands are as great and 
fruitful as ever—our resources just as vast. Shall it be said 
that the work and sacrifice of the past few years were in vain? 
That we Canadians of to-day do not think that that Canada for 
whom so great a stream of heroic blood was shed—a Canada 
great enough to die for—is a country not worth while living for? 
Living for Canada! To do that means living for and helping 
our fellow Canadians, means the realization that no real advan- 
tage can be taken by this class at the expense of that—that 
the wrong of one works to the injury of all—that Canada 
requires honest, clear thinking and the abandonment of racial, 
class and political prejudice—that our task is worthy of the 
efforts of a united Canada and the best, unselfish, constant 
work of each and all of us. If we can but again renew faith 
the one in the other and in our country, live for Canada and 
in the faith of our forefathers, the future holds no shadows for 
Canada. 


RESOLUTIONS 


I beg to give notice that upon the House resolving itself 
into committee I shall move the following resolutions: 


West INpies PREFERENCE 


1. Resolved, That it is expedient to amend The Customs 
Tariff, 1907, by inserting the following section immediately 
after section 8: 

8a. Notwithstanding anything in this Act, goods, other 
than tobacco, cigars, cigarettes, spirituous or alcoholic lquors 
and articles specified in Schedule A of The West Indies Trade 
Agreement Act, the produce or manufacture of 

British Honduras; 

Bermuda; 

the Bahamas; 

Jamaica; 

Turks and Caicos Islands; 

the Leeward Islands (Antigua, St. Christopher-Nevis, 
Dominica, Montserrat, and the Virgin Islands); 

the Windward Islands (Grenada, St. Vincent and St. 
Lucia) ; 

Barbados; 

Trinidad and Tobago; and 

British Guiana 
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when imported direct therefrom shall not be subject at any 
time to more than fifty per centum of the duties imposed on 
similar goods as set forth in the General Tariff under regulations 
by the Minister of Customs and Inland Revenue. 


TARIFF CHANGES 


2. Resolved, That Schedule A to The Customs Tariff, 
1907, as amended by Chapter 15 of the Acts of 1913, by Chapter 
26 of the Acts of 1914, and by Chapter 5 of the Acts of 1914 
(second Session) be further amended by striking thereout tariff 
items 20, 21, 22, 23, 39b, 77a, 101, 101a, 103, 104, 110, 111, 
113, 134, 135, 150, 151, 153, 156, 159, 160, 162, 163, 164 and 
165, the several enumerations of goods respectively, and the 
several rates of duties of Customs, if any, set opposite each 
of said items, and to provide that the following items, enumera- 
tions and rates of duties be inserted in said Schedule A: 


Tariff British |Intermed- 
ae ——— Preferential iate pon 
c Tariff. Tariff. y 


j 

20 |Cocoa paste or “‘liquor’’ and chocolate 

paste or “‘liquor’’, not sweetened, in 

| blocks or cakes, per pound..............-| 4 cents. 5 cents. | 5 cents. 
Val eeye ” 

21 |Cocoa paste or liquor’? and chocolate 
paste or ‘‘liquor,’’ sweetened, in blocks 

or cakes, not less than two pounds in 


weight, per pound... 2.0.52 -cemeceee see 43 cents. 53}. cents| 5} cents 
22 |Preparations of cocoa or chocolate in powder 
Pe Fora oe oes ee Seen cal ae ae ae 274 p.c. 35 p.c. 35 p.c. 


23 Preparations of cocoa or chocolate, n.o.p., 
| and confectionery, coated with or con- 

taining chocolate, the wieight of the 
| wrappings and cartons to be included 


in the weight for duty, per pound........| 1} cents. 1} cents. ; cents. 
and| 223 p.c. 35 p.c. 35 p.c. 
39b |Arrowroot, per pound.............-..+++++.| 2 Cent. 13 cents} 1} cents. 
77a\Cocoa beans, not roasted, crushed or ground 
per one hundred pounds.............----- Free. $1.50 $1.50 
87a|Onions in their natural state...........-.-- Free. 30 p.c. 30 p.c. 
101 |Oranges and lemons.........-.--.+- Se eae RIES: Free. Free. 
101la\Shaddocks or grape fruit, per one hundred 
} poMNde ong bee ane eae eer an ei tang 50 cents. $1.00 $1.00 
101 b. Widens... cso eee eas eer ee a ree ins Free. 15 p.c. 15 p.c. 
103 |Fruits preserved in brandy, or preserved 
in other spirits, and containing not more} 
than forty per cent of proof spirit in the 
liquid contents thereof, per gallon........ $2.50 $2.50 $2.50 
and) 60 p.c. 60 p.c. 60 p.c, 
104 |Fruits preserved in brandy, or preserved | 
in other spirits, and containing more than) 
| forty per cent of proof spirit in the liquid) 
| contents thereof, per gallon...........-- $10.00 $10.00 $10.00 
and) 30 p.c. 30 p.c. 30 p.c. 
110 |Cocoanuts, n.o.p., per one hundred..... 50 cents. $1.00 » $1.00 


111 Cocoanuts, when imported from the place; 
of growth, by ship, direct to a Canadian} 


port, per one hundred PC ty ae | Free. 75 cents.| 75 cents 
113 Cocoanut, desiccated, sweetened or not, | 
per pound... : : : .| 5 cents. | 6cents. | 6 cents. 


Tariff 
Items 
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134 |All sugar above number sixteen Dutch 


135 


standard in colour, and all refined sugars 
of whatever kinds, grades or standards, 
not covered by tariff item No. 135, when 
not exceeding eighty-eight degrees of 
polarization, per one hundred pounds.. 
when exceeding eighty-eight degrees but 
not esceeding eighty-nine degress, per one 
hundred pounds cee eee eee 
when exceeding eighty-nine degrees but 
not exceeding ninety degrees, per one 
hundred sHounGS eon eee eee 
when exceeding ninety degrees but not 
exceeding ninety-one degrees, per one 
hundred poundsa.o.0 emesis ces ee se ae 
when exceeding ninety-one degrees but 
not exceeding ninety-two degrees, per 
One: Hundred pounGs: yee ee eee 
when exceeding ninety-two degrees but 
not exceeding ninety-three degrees, per 
one hundred pounds... 9 uses. dae oe 
when exceeding ninety-three degrees but 
not exceeding ninety-four degrees, per 
Gne hundred) pounds-4..se.7dse. eon 
when exceeding ninety-four degrees but 
not exceeding ninety-five degrees, per 
one hundred poundses foya. selec aac rales a 
when exceeding ninety-five degrees but 
not exceeding ninety-six degrees, per 
one hundred pounds. . 
when exceeding ninety- six ‘degrees ‘but 
not exceeding ninety-seven degrees, per 
one hundred pounds.. 
when exceeding ninety-seven ‘degrees ‘but 
not exceeding ninety-eight degrees, per 
one hundred pounds..............-...+. 
when exceeding ninety-eight degrees but 
not exceeding ninety-nine degrees, per 
one hundred pounds.c.2- 2-3 .se eae eer 
when exceeding ninety-nine degrees, per 
hundrediipounds..acsae ee eee 
Provided that refined sugar shall be 
entitled to entry under the British 

Preferential tariff upon evidence satis- 

factory to the Minister of Customs and 

Inland Revenue, that such refined sugar 

has been manufactured wholly from raw 

sugar produced in the British colonies and 
posessions, and not otherwise. 

Sugar above number sixteen Dutch 
standard in colour when imported by a 
recognized sugar refiner, for refining pur- 
poses only, under regulations by the 
Minister of Customs and Inland Revenue; 
and sugar, n.o.p., not above number 
sixteen Dutch standard in colour, sugar 
drainings or pumpings drained in transit, 
melado or concentrated melado, tank 
bottoms, sugar concrete, and molasses 
testing over fifty-six degrees and not 
exceeding seventy-six degrees, when not 
exceeding seventy-six degrees of polar- 
ization, per one hundred pounds......... 
when exceeding seventy-six degrees but 
not exceeding seventy-seven degrees, per 
one hundred! pounds..cc5 ooee aceon 
when exceeding seventy-seven degrees 
but not exceeding seventy-eight degrees, 
per one hundred pounds.............++++- 
when exceeding seventy-eight degrees 
but not exceeding Beye ne eer: 
per one hundred pounds. . Ae Raimiascatorle 


British 


Preferential |Intermed-| General 


Tariff. 


$1.79 
$1.79 


70 cents. 


70-75 cents 


71-5 cents 


72-25 cents 


iate Tariff. 
Tariff. 
$2.00 $2.00 
$2.03 $2.03 


$2.06 $2.06 
$2.08 $2.08 
$2.12 $2.12 
$2.15 $2.15 
$2.18 $2.18 
$2.20 $2.20 
$2.24 $2.24 
$2.27 $2.27 
$2.30 $2.30 


$2.39 $2.39 
$2.39 $2.39 


$1-16080 | $1-16080 
$1-18366) $1-18366 
$1-20652| $1-20652 


$1-22938| $1-22938 
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when exceeding seventy-nine degrees but 
not exceeding eighty degrees, per one 
hundred pounds...........-..++2ses000 
when exceeding eighty degrees but not 
exceeding eighty-one degrees, per one 
lumdred pounds /. 9. so San vn esac. se 
when exceeding eighty-one degrees but 
not exceeding eighty-two degrees per 
one hundred pounds..........-+--+-++0+> 
when exceeding eighty-two degrees but 
not exceeding eighty-three degrees, per 
one hundred pounds.......2....35-0---% 
when exceeding eighty-three degrees 
but not exceeding eighty-four degrees, 
per one hundred pounds........-..-.-+-- 

when exceeding eighty-four degrees, but 
not exceeding eighty-five degrees, per 
one hundred pounds:<i4% . (Ua. Speesis ns 
when exceeding eighty-five degrees but 
not exceeding eighty-six degrees, per one 
hundred pounds.......--...:-+-seeesees: 

when exceeding eighty-six degrees but 
not exceeding eighty-seven degrees, 
per one hundred pounds............-.---- 
when exceeding eighty-seven degrees 
but not exceeding eighty-eight degrees, 
per one hundred pounds..............-.- 
when. exceeding eighty-eight degrees 
but not exceeding eighty-nine degrees, 
per one hundred pounds..........-..++-++ 
when exceeding eighty-nine degrees but 
not exceeding ninety degrees, per one 
hundred pounds...........-6ssereeeeeees 
when exceeding ninety degrees but not 
exceeding ninety-one degrees, per one 
hondred pounds... 2... 0.52800 teens 
when exceeding ninety-one degrees but not 
exceeding ninety-two degrees, per one 
hundred pounds. .........20ssi00eceee ees 
when exceeding ninety-two degrees but 
not exceeding ninety-three degrees, per 
one hundred pounds.........----+2-++-+- 
when exceeding ninety-three degrees 
but not exceeding ninety-four degrees, 
per one hundred pounds...........-.+.-- 

when exceeding ninety-four degrees but 
not exceeding ninety-five degrees per one 
hundred pounds.........5062ceeseee ences 
when exceeding ninety-five degrees but 
not exceeding ninety-six degrees, per one 
hundred pounds..........6.30.eaeer> 

when exceeding ninety-six degrees but 
not exceeding ninety-seven degrees, per 
one hundred pounds.............+0e0008 
when exceeding ninety-seven degrees 
but not exceeding ninety-eight degrees, 
per one hundred pounds.........--.-+++-- 
over ninety-eight degrees, per one 
hundred pounds.......-.----+++seese25+> 
Provided that all raw sugar, including 
sugar specified in this item, the produce 


Preferential|Intermed- 


of any British Colony or possession, shall 
be entitled to entry under the British 
Preferential tariff, when imported direct 
into Canada from any British country. 
Provided that sugar imported under 
this item shall not be subject to special 
duty. 

Sng ae and fruit juices, fortified with 
or containing not more than twenty-five 
| per cent of proof spirits, per gallon........ 


$1-25224 


$1-27510 


$1-29796 


$1-32082 


$1 -34560 


$1-37038 


$1-39516 


$1-41994 


$1-44664 


$1-47334 


$1-50388 


$1-53442 


$1-56496 


$1-59550 


$1-62604 


$1-65658 


$1-68712 


$1-71766 


$1-74820 
$1-83250 
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British 
Preferential 
Tariff 


156a 


Lime juice and fruit juices, fortified with 
or containing more than twenty-five per 
cent of proof spirits per gallon............ 


Lime juice, raw and concentrated, not 
refined: per-vallonies see aces oe 
Ethyl alcohol, or the substance commonly 
known as alcohol, hydrated oxide of 
ethyl] or spirits of wine, n.o.p.; gin of all 
kinds, n.o.p.; whisky and all spirituous 
or alcoholic liquors, n.o.p.; amyl] alcohol 
or fusel-oil, or any substance known as 
potato spirit or potato oils; methy] 
alcohol, wood alcohol, wood naptha, 
pyroxylic spirit or any substance known 
as wood spirit or methylated spirits, 
absinthe, arrack or palm spirit, brandy, 
including artificial brandy and imitations 
of brandy, n.o.p.; cordials and Hicueuts of 
all kinds, n.o.p.; mescal, pulque, rum 
shrub, schiedam and other sc hnapps; 
tafia, angostura and similar alcoholic 

bitters or beverages; and wines, n.o.p.; 

containing more than forty per cent of 

proof spirit, per gallon of the strength of 

DrOOl. Wert te ks SE ee 
Rum, per gallon of the strength of proof. ... 

Provided, as to all goods specified in 
items No. 156 and No. 156a when of less 
strength than the strength of proof, that 
no reduction or allowance shall be made in 
the measurement thereof for duty purposes, 
below the strength of fifteen per cent under 

proof. 

Provided also, that when the goods 
specified in these two items are of greater 
strength than the strength of proof, 
the measurement thereof and the amount 
of duty payable thereon shall be increased 
in proportion for any greater strength than 
the strength of proof. 

Provided further, that bottles and flasks 
and packages of gin, rum, whisky. and 
brandy of all kinds, and imitations thereof, 
shall be held to contain the following quan- 
tities (subject to the provisions for addition 
or deduction in respect of the degree of 
strength), viz:— 

Bottles, flasks and packages, containing 
not more than three-fourths of a gallon per 
dozen, as three fourths of a gallon per dozen; 

Bottles, flasks and packages, containing 
more than three-fourths of a gallon but 
not more than one gallon per dozen, as one 
gallon per dozen; 

Bottles, flasks and packages, containing 
more than one gallon but not more than 
one and one-half gallon per dozen, as one and 
and one-half gallon per dozen; 

Bottles, flasks and packages, containing 
more than one and one-half gallon but nor 
more than two gallons per dozen, as two 
gallons per dozen; 

Bottles, flasks and packages, containing 
more than two gallons but not more than 
two and four-fifths gallons per dozen, as 
two and four-fifths gallons per dozen; 

Bottles, flasks and packages, containing 
more than two and four-fifths gallons but 
not more than three gallons per dozen, as 
three gallons per dozen; 


Bottles, flasks and packages, containing 
more than three gallons but not more than 


$10-00 
30 p.c. 


Free. 


$10.00 
$ 8.00 


Inter- 
mediate 
Tariff. 


$10-00 
30 p.c. 


15 cents 


$10-00 
$10.00 


Tariff. 


General 


$10-00 
30 p.c. 


15 cents 


$10.00 
$10.00 


Tariff 
Items 


159a 


160 


162 


163 


164 


three and one-fifth gallons per dozen, as 
three and one-fifth gallons per dozen. 
Provided further, that bottles or phials 
of liquors for special purposes, such as 
samples not for sale to the trade, may be 
entered for duty according to actual meas- 
urement, under regulations prescribed by the 
Minister of Customs and Inland Revenue. 
Spirits and strong waters of any kind, mixed 
with any ingredient or ingredients, as 
being or known or designated as essences, 
extracts, or ethereal and spirituous fruit 
essences, n.o.p., per gallon................ 
and 
Spirits and strong waters of any kind, 
mixed with any ingredient or ingredients, 
as being or known or designated as 
anodynes, elixirs, tinctures or medicines, 
TEATS | OT MUIR econ ete Pei see ee ear 


Aleoholie perfumes and perfumed spirits, 
bay rum, cologne and lavender waters, 
lotions, hair, tooth and skin washes, and 

| other toilet preparations containing 

spirits of any kind :— 

(a) when in bottles or flasks containing 
not more than four ounces each........ 

(b) when in bottles, flasks or other pack- 
ages, containing more than four ounces 
each. per gallon. o.W.05 0 che eee 
and 

Medicinal or medicated wines, including 
vermouth and ginger wine, containing 
not more than forty per cent of proof 

Ti. EME 2 tence eye a eee 

Wines of all kinds, n.o.p., including orange, 

lemon, strawberry, raspberry, elder 

and currant wines, containing twenty- 
six per cent or less or proof spirit, whether 
| imported in wood or in bottles, per gallon 
| an 

jAnd in addition thereto, for each degree 


cent of proof spirit until the strength 

reaches forty per cent of proof spirit...... 
Provided that six quart bottles, or twelve 

pint bottles shall be held to contain a 

gallon for duty purposes under this item. 
‘Wines of all kinds, except sparkling wines, 
| containing not more than forty per cent 
of proof spirit, whether imported in wood 
or in bottles (six quart bottles or twelve 
pint bottles to be held to contain a gallon) 
when the produce or manufacture of any 
British Colony or territory in the South 
African Customs Union Convention, per 
F PRIMI Ces onesie Meanie mine cata 
\Champagne and all other sparkling wines :— 


(a) in bottles containing each not more 
than a quart but more than a pint (old 
wine measure), per dozen bottles...... 

and 

(b) in bottles containing not more than 
a pint each but more than one-half pint 
(old wine measure), per dozen igre 

an 

(c) in bottles containing one-half pint 


of strength in excess of twenty-six per]. 


British 
Preferential 
Tariff. 


$10-00 
30 p.c. 


$3.00 
30 p.e. 


90 p.c. 
$ 5.00 
40 p.c. 


80 p.c. 


55 cents. 


3 cents 


55 cents 


Ce a ae 


(d) in bottles containing over one quart 
each (old wine measure), per gallon.... 


| 
/ 
each or less, per dozen bottles......... 
an 


Inter- 
mediate 
Tariff. 


$10.00 
30 p.c. 


$ 3.00 
30 p.c. 


90 p.c. 


$5.00 
40 p.c. 


80 p.c. 


55 cents. 


3 cents 


General 
Tariff. 


90 p.c. 
$5.00 
40 p.c. 


80 p.c. 


55 cents 
30 p.c. 


3 cents 
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3. Resolved, That any enactment founded on the foregoing 
resolutions shall be deemed to have come into force on the tenth 
day of May, 1921, and to have applied to all goods mentioned 
in the foregoing resolutions imported or taken out of warehouse 
for consumption on and after that day, and to have also applied 
to goods previously imported for which no entry for consumption 
was made before that day. 


MarkInG OF IMPORTATIONS 


4. Resolved, That the Customs Tariff, 1907, be amended 
by inserting the following section immediately os section 12: 
12a. That all goods imported into Canada which are 
capable of being marked, stamped, branded, or labelled, without 
injury, shall be marked, stamped, branded, or labelled in legible 
English or French words, in a conspicuous place that shall not 
be covered or obscured by any subsequent attachments or 
arrangements, so as to indicate the country of origin. Said 
marking, stamping, branding, or labelling shall be as nearly 
indelible and permanent as the nature of the goods will permit. 

Provided that all goods imported into Canada after the 
date of the coming into force of this section which do not comply 
with the foregoing requirements shall be subject to an additional 
duty of ten per centum ad valorem to be levied on the value 
for duty purposes and in addition such goods shall not be 
released from Customs possession until they have been so 
marked, stamped, branded or labelled under Customs super- 
vision at the expense of the importer. 

Provided further that if any person shall violate any of the 
provisions relating to the marking, stamping, branding, or 
labelling of any imported goods, or shall deface, destroy, remove, 
alter, or obliterate any such marks, stamps, brands, or labels, 
with intent to conceal the information given by or contained 
in such marks, stamps, brands, or labels, he shall be liable on 
summary conviction to a penalty not exceeding one thousand 
dollars, or to imprisonment not exceeding one year, or to both 
fine and imprisonment. The Minister of Customs and Inland 
Revenue may make such regulations as are deemed necessary 
for carrying out the provisions of this section for the enforcement 
thereof. 

5. Resolved, That any enactment founded on the preceding 
resolution shall be deemed to have come into force on the first 
day of September, nineteen hundred and twenty-one. 


Excise Duties on Spirits 


1. Resolved, That it is expedient to amend The Inland 
Revenue Act as amended by Chapter 6 of the Acts of 1914 
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(second Session) by repealing section 154 thereof and sub- 
stituting therefor the following :— 

154. There shall be imposed, levied and collected on all 
spirits distilled, the following duties of excise, which shall be 
paid to the Collector, as herein provided, that is to say:— 

(a) when the material used in the manufacture thereof 
consists of not less than ninety per centum, by weight, of raw 
or unmalted grain, or when manufactured from sugar, syrup, 
molasses or other saccharine matter not otherwise provided for, 
on every gallon of the strength of proof by Sykes’ hydrometer, 
nine dollars, and so in proportion for any greater or less strength 
than the strength of proof, and for any less quantity than a 
gallon; 

(6b) when manufactured exclusively from malted barley, 
taken to the distillery in bond and on which no duty of customs 
or excise has been paid, or when manufactured from raw or 
“unmalted grain, used in combination, in such proportions as 
the department prescribes, with malted barley taken to the 
distillery in bond and on which no duty of customs or of excise 
has been paid, on every gallon of the strength of proof by 
Sykes’ hydrometer, nine dollars and two cents, and so in pro- 
portion for any greater or less strength, and for any less quantity 
than a gallon; F 

(ec) when manufactured exclusively from molasses, syrup, 
sugar or other saccharine matter, taken to the distillery in bond 
and on which no duty of customs has been paid, on every 
gallon of the strength of proof by Sykes’ hydrometer, nine 
dollars and three cents, and so in proportion for any greater 
or less strength, and for any less quantity than a gallon; 

Provided however than any person licensed by the Minister 
of Customs and Inland Revenue to manufacture patent and 
proprietary medicines and pharmaceutical preparations by the 
use of spirits in bond subject to The Inland Revenue Act and 
regulations thereunder, the following duties of excise shall be 
imposed, levied and collected, that is to say:— 

(a) when the material used in the manufacture thereof 
consists of not less than ninety per centum, by weight, of raw 
or unmalted grain, or when manufactured from sugar, syrup, 
molasses or other saccharine matter not otherwise provided for, 
on every gallon of the strength of proof by Sykes’ hydrometer, 
two dollars and forty cents, and so in proportion for any greater 
or less strength than the strength of proof, and for any less 
quantity than a gallon; 

(b) when manufactured exclusively from malted barley, 
taken to the distillery in bond and on which no duty of customs 
or excise has been paid, or when manufactured from raw or 
unmalted grain, used in combination, in such proportions as 
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the department prescribes, with malted barley taken to the 
distillery in bond and on which no duty of customs or of excise 
has been paid, on every gallon of the strength of proof by Sykes’ 
hydrometer, two dollars and forty-two cents, and so in propor- 
tion for any greater or less strength, and for any less quantity 
than a gallon; 

(c) when manufactured exclusively from molasses, syrup, 
sugar or other saccharine matter, taken to the distillery in bond 
and on which no duty of customs has been paid, on every gallon 
of the strength of proof by Sykes’ hydrometer, two dollars and 
forty-three cents, and so in proportion for any greater or less 
strength, and for any less quantity than a gallon. 

Provided further that when such spirits testing not less 
than fifty per centum over proof are sold and delivered in such 
limited quantities as may be prescribed by the Minister of 
Customs and Inland Revenue to any university or scientific 
and research laboratory for scientific purposes only, or to any 
bona fide hospital, certified to be such by the Department of 
Public Health, for medicinal purposes only, a drawback of 
ninety-nine per centum of the duty paid may be granted, under 
regulations to be made by the Minister of Customs and Island 
Revenue. 

2. Resolved, That any enactment founded on the preceding 
resolution shall be deemed to have come into force on the tenth 
day of May, nineteen hundred and twenty-one. 


Excise DutiEs 


Resolved, That it is expedient to amend The Special War 
Revenue Act, 1915, as amended by Chapter 71 of the Acts of 
1920, by striking thereout sections 19BB and 19BBB, the 
several enumerations of goods respectively, and the several 
rates of excise taxes specified therein, and to provide that the 
following sections be substituted therefor:— 

19BB. (1) The following excise taxes shall be imposed, 
levied and collected on the articles hereinafter specified, namely: 

(a) A tax on playing cards for every fifty-four cards or 
fraction of fifty-four in each package,—when selling at twenty- 
four dollars or less per gross packages, eight cents per pack; 
when selling in excess of twenty-four dollars per gross packages, 
fifteen cents per pack; 

(2) The excise taxes as imposed by the preceding subsection 
one shall be payable at the time of importation or when taken 
out of warehouse for consumption in addition to the present 
duties of customs or at the time of sale by the Canadian manu- 
facturer, but shall not apply on playing cards when exported, 
and shall be accounted for to His Majesty in accordance with 


25 


such regulations as may be prescribed by the Minister of Cus- 
toms and Inland Revenue. 

(3) (a) A tax of thirty cents per gallon on wines of all 
kinds, except sparkling wines, containing not more than forty 
per cent of proof spirits; 

(b) A tax of three dollars per gallon on champagne and all 
other sparkling wines. 

(4) The excise taxes as imposed by the preceding subsection 
three shall be payable at the time of sale by the Canadian 
manufacturer, but shall not apply to such wines when exported, 
and shall be accounted for to His Majesty in accordance with 
such regulations as shall be prescribed by the Minister of 
Customs and Inland Revenue. 

(5) Every person selling or dealing in the articles upon 
which taxes are imposed as prescribed by this section may be 
required by the Minister of Customs and Inland Reveuue to 
take out an annual license therefor, for which license a fee not 
exceeding two dollars shall be paid and the penalty for neglect 
or refusal to obtain a license shall be a sum not exceeding one 
thousand dollars. 

2. That any such tax, costs or penalties may, at the option 
of the Minister, be recovered and imposed in the Exchequer 
Court of Canada, or in any other court of competent jurisdiction, 
in the name of His Majesty. 

3. Resolved, That any enactment founded on the preceding 
resolution shall be deemed to have come into force on the 
tenth day of May, nineteen hundred and twenty-one. 


SaLEs Tax 


19BBB (1) That in addition to the present duties of 
customs and excise there shall be imposed, levied and collected 
an excise tax of one and one-half per cent on sales and deliveries 
by Canadian manufacturers or producers, and wholesalers or 
jobbers, and a tax of two and one-half per cent on the duty 
paid value of the goods imported, but in respect of sales by 
manufacturers to retailers or consumers the excise tax payable 
shall be three per cent and on goods imported by retailers or 
consumers the excise tax payable on the duty paid value shall 
be four per cent. 

Provided that in respect of lumber an excise tax of three 
per cent shall be imposed, levied and collected on sales and 
deliveries by the Canadian manufacturer and further excise 
tax will not be payable on resale. 

Provided also that the taxes specified in this section shall 
not apply to sales or importations of :— 
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Bread; flour and oatmeal when in packages weighing not 
less than forty-eight pounds each; animals living; live poultry; 
meats and poultry, fresh; milk including buttermilk; cream; 
butter; cheese; oleomargarine, margarine, butterine or other 
substitutes for butter; lard, lard compound and similar sub- 
stances, made from animal or vegetable stearine or oils; eggs; 
vegetables, fruits, grains and seeds in their natural state; hay; 
straw; hops; nursery stock; chicory, raw or green; bees; honey; 
sugar; molasses; other farm produce sold by the individual 
farmer of his own production; ice; fish and products thereof 
not canned or medicated; ores of metals of all kinds; fuel of all 
kinds; gold and silver in ingots, blocks, bars, drops, sheets or 
plates unmanufactured; British and Canadian coin and foreign 
gold coin; logs and round unmanufactured timber; fence posts, 
railroad ties, pulpwood, tan bark, and other articles the product 
of the forest when produced and sold by the individual settler 
or farmer; newspapers and quarterly, monthly and_ semi- 
monthly magazines and weekly literary papers unbound; 
materials for use only in the construction, equipment and repair 
of ships; ships licensed to engage in the Canadian coasting trade; 
calcium carbide; electricity; gas manufactured from coal, 
calcium carbide or oil for illuminating or heating purposes; 
materials for use solely in the manufacture of oleomargarine or 
any substitute for butter or lard or for the production of cotto- 
lene; artificial limbs and parts thereof; artificial eyes; donations 
of clothing and books for charitable purposes; settlers’ effects; 
War Veterans’ badges; memorials or monuments erected in 
memory of soldiers who fell in the Great War; articles imported 
for the use of the Governor General; articles imported for the 
personal or official use of Consuls General who are natives or 
citizens of the country they represent and who are not engaged 
in any other business or profession; Bibles, prayer-books, 
psalms and hymn-books, religious tracts, and Sunday school 
lesson pictures, and the Governor in Council shall have power 
to add to the foregoing list of articles exempted from the excise 
taxes on sales, as he may deem it expedient or necessary to 
exempt from the said excise taxes; 

Provided further that the excise taxes specified in this 
section shall not be payable on goods-exported, or on sales of 
goods made to the order of each individual customer by a busi- 
ness which sells exclusively by retail, under regulations by the 
Minister of Customs and Inland Revenue who shall be sole 
judge as to the classification of a business; and a drawback 
may be granted of ninety-nine per cent of the said taxes paid 
on materials used, wrought into or attached to articles exported. 

(2) That the Minister may require every manufacturer, 
producer, wholesaler or jobber to take out an annual license for 
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the purposes aforesaid, and may prescribe a fee therefor, not 
exceeding two dollars, and the penalty for neglect or refusal 
shall be a sum not exceeding one thousand dollars. 

(3) That any such tax, costs or penalties may, at the 
option of the Minister, be recovered and imposed in the Exche- 
quer Court of Canada or in any other Court of competent 
jurisdiction, in the name of His Majesty. 

(4) That the provisions of this resolution respecting a tax 
on sales shall be deemed to have come into force on the tenth 
day of May, nineteen hundred and twenty-one, and to have 
applied to all goods imported or taken out of warehouse for 
consumption on and after that day, and to have also applied 
to goods previously imported for which no entry for consumption 
was made before that day. 
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BUDGET SPEECH 


DELIVERED BY 


HON. WILLIAM S. FIELDING, M. P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, MAY 23, 1922 


WAYS AND MEANS—THE BUDGET 


Hon. W. 8. FIELDING (Minister of Finance, Member 
for Shelburne and Queen’s) moved: 

That Mr. Speaker do now leave the Chair for the House to go 
into Committee of Ways and Means. 

He said: Mr. Speaker, eleven years have passed since I 
last had the pleasure of delivering the Budget Speech in this 
House of Commons. During these years, and particularly 
since the year 1914, a great change has come over the financial 
position of the Dominion. I am sometimes afraid that the 
full character and the consequence of that change are but inade- 
quately appreciated and understood by the majority of our 
people. That Canada has built up a very large public debt; 
that the interest alone on that debt calls for an enormous sum 
of money, greater indeed than the total expenditure of Canada 
but a few years ago; that we have a large pension list; and 
that in various ways we have added enormously to our obliga- 
tions, are facts well understood by all close students of 
our publie affairs. I think they may possibly be understood in 
a way, a vague and hazy way perhaps, by the broader public 
whom we sometimes typify as “the man in the street.” He 
has an opinion, no doubt, that things are a little more serious 
than they used to be; but I do not think he has quite appreci- 
ated the full consequences of the change. Some things are 
happening as in the good old days. The board of trade, the 
chamber of commerce, the city council, the town council, and 
all the other excellent organizations which exist for the 
advancement of the community, hold their meetings and pass 
their resolves. They decide at once that for some particular 
thing which is dearest to their hearts they must instantly have 
a large appropriation, and then they send sheaves of resolu- 
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tions to that effect, sometimes following those up with delega- 
tions in carload lots to impress upon the Government the neces- 
sity of complying with their request. Have these people no 
notion whatever of the situation? It would hardly be fair to 
say that. Yes, they have a notion in a way; they have a 
formula of their own; and they will say to the ministers: 
“Gentlemen, of course we understand that the situation isa 
little more anxious than it was wont to be; of course, there is 
need of economy. But the particular thing we want, everyone 
must admit, is entirely an exception to the rule.” We are all 
in favour of economy for the other fellow, but we are not so 
ready to recognize the need of economy in the case of the things 
that are nearest and dearest to us ourselves. 

I must to-day present two thoughts which are of para- 
mount importance. The first is as to the need, the deep and 
earnest need, of economy. That means that we must appeal 
both to members of Parliament and to the people to pass what 
I may call self-denying ordinances. They must not expect all 
the things which in the good old days they got so readily,— 
it may be a railway, a bridge, a public work of some kind, a 
public building, a breakwater, a pier, or any one of the numer- 
ous things which we should all like to have, all in their way 
useful in the development of the community, all desirable, 
some of them even urgent under better conditions. But it 
is unpleasant to have to tell people, in most cases, that these 
things must for the present stand aside. The second thought 
is that, with all the economy that we can practise, there will 
still be need of severe examination into our taxation system. 
It is not pleasant to have to increase taxes, but the fact is that 
under our present taxation system, I am afraid, with all the 
economy we can practise, there will not be sufficient means to 
meet the various obligations of the country. And so we will 
have to ask the consideration of hon. members and of the 
public in order that there may be a proper appreciation of 
these new conditions that have arisen. 

The accounts for the fiscal year 1920-21 have been pub- 
lished and distributed, so that one need not dwell upon them 
to any extent. The budget speech necessarily takes some 
account of three years—the year which has passed and for 
which we have the public accounts, the year that is some- 
times current—in this case it happens to be just finished ;— 
and we have to have some regard to the year ahead. 


Income AND EXPENDITURE 


For the year 1920-21 the public accounts show what is 
called a surplus, to the amount of $73,268,391. Old members 


5 


may recall the discussions that have taken place in this House 
from time to time with regard to the manner in which a surplus 
is declared. A Finance Minister who has the good fortune to 
produce a surplus—I have had that good luck on a number of 
occasions—may find, and very often will find, that he meets 
with this criticism: Oh, you have no such surplus; you actu- 
ally have run into debt during the year. The method in the 
past of showing a surplus has been to take what is called the 
ordinary expenditure of the country—the everyday expendi- 
ture, if I may so call it—and set against it the revenue of the 
year, which left you either a surplus or a deficit. If that 
revenue is more than the ordinary expenditure you will have 
a surplus; if it is less than the ordinary expenditure you will 
have a deficit. 

But every year there are expenditures which do not appear 
in that calculation. The objection made in times past was 
well founded. Jt was and is a fact that there are always 
expenditures of a special character, and the criticism that has 
been made in times past is in that respect correct. The dis- 
tinction that is drawn between capital expenditure and ordin- 
ary expenditure has often been a subject of debate. This 
much is clear, that where you have important public works. 
large undertakings—such, for example, as this building— 
they are a legitimate charge to capital account. There is very 
often much dispute as to what is a proper charge and what is 
not, but I have observed that notwithstanding criticism of that 
character, whenever a change of government occurred the new 
Minister of Finance coming into office fell into the old ways 
and claimed a surplus even when the country was running into 
debt. 

It is not an unfair claim to make if the facts be clearly 
understood. It has always been the method by which our 
public accounts have been conducted. So when the accounts 
for 1920-21 claimed that there was a large surplus of 
$73,000,000, the method of bookkeeping was being followed 
that had existed in the past, yet as a matter of fact during that 
year there was actually an increase in the public debt of 
$92,000,000 and over, the difference, of course, representing 
the charges to capital and special account and that now ever- 
growing account, the railway service of the country. 

If we turn to the year 1921-22, the year that has just 
closed, although the accounts are not quite complete we are 
sufficiently informed to be able to make a substantially correct 
statement of the outcome. 

The income tax and business profits tax for this last year 
show an increase of $14,276,774 over the receipts of the 
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previous year. That, of course, is very gratifying; but on 
the other side the Customs Department shows a decrease 
of $57,000,000. The total revenue from all sources we place 
at $381,271,000, against in 1920-21 $434,386,000. There 
was, therefore, a very large decrease in the revenue of the 
year. ; 
‘The expenditure charged to consolidated fund was 
$348,145,000, a decrease of $12,972,000, as compared with 
the previous year. With a revenue of $381,271,000, and an 
expenditure on consolidated fund of $348,145,000, there is 
therefore an apparent surplus, according to the method which 
I have spoken of, of $33,125,000 on the year just closed. 
There were, however, other expenses on capital account of 
$23,073,000, cost of loan flotations $80,218, demobilization 
$9,180,000. Then there are other payments which are classi- 
fied as investments, active or non-active; only the active invest- 
ments are taken in the reduction of the public debt. 

The result of the operations for the year just closed is 
that while we have according to one calculation a surplus, we 
have to acknowledge an addition to the public debt of 
$86,417,000. 

For the fiscal year, 1922-23, on which we have entered, 
on the basis of our present taxation I would estimate that the 
revenue would be $332,629,000. In this we are including 
customs at $103,000,000, which is $2,500,000 less than the 
receipts of the past year. If our anticipations of improving 
business are realized, we should do a little better than this. 

With regard to income tax we could not expect to be so 
fortunate. ‘This tax is levied on the income of the past year, 
which was not a good business year, indeed, I think it was a 
year of exceptional depression, and the effect of that depression 
will be marked in the reduction of our income tax receipts 
for the present year. We received last year from income tax 
and from business profits tax $101,500,000. We would not 
feel justified in estimating for the coming year more than 
$60,000,000 from that source. 

With a loss of revenue last year as compared with the 
previous year of $53,000,000, and with a prospect of a short- 
age of $40,000,000 on the income tax for the current year, 
the House will see that the situation is a very serious one 
indeed. 

From these and other receipts we estimate a total revenue 
for the present year of $332,629,000, based, of course, upon 
our present system of taxation. 

The estimates of expenditure which we have submitted 
to Parliament called for a total of $466,983,359. Supple- 
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mentary estimates yet to come will add something to this 
total, but 1 hope not much. 

From our present sources of revenue we could provide 
for all our ordinary expenditure and have a modest surplus— 
in the way that surpluses are now made up—but there would 
still be a large expenditure on capital account and for the 
railways, and this would have to be provided for by additions 
to the public debt. That would not be a very cheerful pro- 
spect. We must soon begin to consider the question of the 
reduction of our public debt rather than aim to increase it. 
Great Britain with all her troubles has since the war paid 
off £500,000,000 of her public debt. The United States is 
making efforts to reduce her public debt. We have not only 
made no reduction, but we have to acknowledge a steady 
increase in the public debt every year since the war. Last 
year, three and a half years after the armistice, we increased 
our debt by $86,500,000. If we cannot reduce our debt, we 
should at all events make strenuous efforts to guard against 
increasing it. We should endeavour to balance our budget, 
that is, to pay all classes of our expenditure. It would be a 
joy to me if I could tell the House that we have an expecta- 
tion of that during the present year. I am afraid, however, 
the situation will not permit us to do so much. Let us ever 
recognize our obligation to move in that direction and make 
every possible effort toward the end in view. We cannot do 
this if we are content to rest on our present methods of taxa- 
tion. Even if our estimates of revenue, which are conservative, 
should be exceeded—and I hope they will—we shall find our- 
selves short by a considerable sum. If we are to avoid that 
situation we must accept the responsibility of additional 
taxation. 


Tue Pusriic Dresr 


I want to call attention now to the increase of our public 
debt. Against the gross debt are set off what are called the 
assets of the Dominion. In former years practically all our 
assets were treated as good. When the amount was not very 
great in proportion to our business, perhaps there was no need 
of any discrimination, but when these assets, under the opera- 
tion of our railways, grew to very large figures, it became 
desirable or necessary that there should be discrimination. 
My predecessor in office, very properly I think, made that dis- 
crimination by dividing those assets into active and non- 
active. It makes no difference with regard to the general 
expenditure, but if only the good assets are set off against the 
gross debt we get a fairer statement of the real debt of the 
country. Now, we are continuing this method of treating the 
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assets: we treat these railway moneys as loans. Perhaps there 
can be some just objection to that. The Grand Trunk and 
the Canadian Northern are now virtually owned by the Domin- 
ion of Canada, and when we advance money to them we are, 
in a sense, lending money to ourselves. When we represent 
these debts as assets, a keen critic might find some fault. But it 
may be that it will be necessary to continue that system; we 
are following out the accounts for 1922 in that way. There 
may be an advantage and a convenience in separating the rail- 
way operations from the rest of our expenditure. However, 
there is another view of the matter. We have a justification 
for charging to capital or to a special account some particular 
thing—the building of a railway, for instance. Various 
classes of public expenditure having permanent results may 
properly be classified as assets, may properly be classified under 
capital account. But if from year to year we are to provide 
for the ordinary expenses of the railway; if we are to provide 
for the deficit, the difference between receipts and expendi- 
ture; if we are also to provide large sums for interest on the 
bonds and other securities of these so-called railway companies 
—if we are to do that unfailingly every year, with a reducing 
figure we may hope, it will be open to some to say, with much 
justice, that this is no longer a special account but part of the 
ordinary expenditure of the country; and if so, that ordinary 
expenditure should be included before we undertake to declare 
a surplus. However, as I said a moment ago, there may be 
some advantage in keeping the accounts of the railways for the 
present as separate and apart from the others. If we clearly 
and definitely understand the nature of the transaction, I sup- 
pose there may be no serious objection to it. 

The net debt on the 31st March, 1914—I am taking that 
year as one of great events—was $335,996,850. That was the 
accumulation of half a century of confederation. It included 
what remained of all the old provincial debts taken over by the 
Dominion. It included the construction of great public works. 
It included what we once thought were large expenditures. 
The result of it was that that debt in 1914 was a shade under 
$36,000,000. _ That was considered in its day a large debt, 
and many a speech was made in this House as to its magnitude, 
many a cautious member wondered how we were ever going to 
stand it. But what are we to say of it to-day in comparison 
with the enormous debt that we now have? As against a little 
less than $336,000,000 in 1914, our estimated net debt on the 
3ist March of the present year was $2,427,296,798. Our 
largest increase was in 1920—$674,000,000; the smallest in- 
crease was in the year recently closed —$86,000,000. 


9 
Loans 


During the year four Canadian government loans have been 
floated. Three of these have been in the names of the railway 
companies and one a direct government obligation. We still 
keep up the theory of corporations in regard to these railways ; 
the railway loans are issued in the names of the railway com- 
panies, with guarantees by the government. As a matter of 
fact, the government to-day are both makers and endorsers of 
those securities; so that practically they are now government 
loans. Three of these loans, therefore, have been railway 
loans guaranteed by the government; the fourth was a direct 
government loan, of which I shall speak in a moment. In 
July, 1921, there were sold $25,000,000 of 635 per cent 
Canadian Northern Railway bonds guaranteed by the govern- 
ment. These were sold at 925; they were afterwards sold to 
the public at 963. There was thus on that transaction a clear 
margin of profit to the buyers of 4 per cent—the spread between 
what the government got and what the investors who got them, 
paid. This, I think, indicates that it was rather a better trans- 
action for the buyers of the bonds than it was for the govern- 
ment. In September, 1921, a $25,000,000 fifteen year 6 per 
cent loan of the Grand Trunk, guaranteed by the government, 
was placed. It was sold in New York to realize 92; subse- 
quently it was issued to the public at 954, a spread in this case 
of 34 per cent—a little less than in the case of the previous 
loan, but still a pretty large margin for a transaction of that 
kind. A third loan was one of+$11,000,000, floated by the pres- 
ent Government in March of this year, $11,000,000 of three 
year Canadian Northern Railway five per cent notes guaran- 
teed by the government. We neded $11,000,000 to retire obli- 
gations of the Canadian Northern Railway arising in New York 
and London. We thought the arrangements that had been made 
on former occasions for the sale of these bonds had not worked 
out to the advantage of the Government, and we adopted a 
different method: we invited tenders in New York for the 
loan, received the bids, awarded the contract, and sold these 
notes at 99.03. They were sold again to the public at 998, a 
spread between what we received and what the investor paid 
of 59 cents on the $100, as against $4 on the hundred in one 
case and $3.25 on the hundred in the other. 

Then, we come to the $100,000,000 5 per cent loan which 
we recently placed in New York. That loan was to run thirty 
years, with our right to redeem it, if we wished to do so, in 
twenty years. It was sold at 974; it was afterwards placed 
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on the market at par. Some reference has occasionally been 
made to commissions. I ought to say that the word is not 
appropriate. In all these transactions to which I have referred 
there was no question of commissions; the price mentioned in 
each case was the net price received by the Government. Our 
$100,000,000 loan sold for 974 net; there were no commis- 
sions or charges of any sort to reduce it. We shall probably 
need for our financial operations some further borrowing at. 
no distant date. I am hoping that when the moment arrives 
the condition of the money market in Canada will be such 
that we can have a domestic loan. I think many people regard 
it as important that we should place our loans at home, because 
the interest then is payable to our own people. That is an 
excellent idea, but it may be pushed too far. There are times 
when it would be manifestly advantageous to Canada to go 
abroad. But to begin with, times are not so favourable now 
for placing loans at home. The loans which were so success- 
fully placed a few years ago had for their support the war 
spirit and the war fever of the time. Men entered into these 
transactions largely from patriotic purposes, and they had 
money to invest in those days, for money was being made. 
That situation is not exactly repeated to-day. The last year 
has not been a good business year. Not many men have made 
money. Not many men have money to invest in government 
bonds to-day, and there is no longer the patriotic zeal for the 
war. A loan to-day must be looked upon as a cold-blooded 
proposition. It might be you would have to offer, to induce 
our Canadian people to invest in a loan, a higher rate of inter- 
est than could be obtained elsewhere. On anything like even 
terms I should prefer the domestic loan, if the money is avail- 
able. 

There is still another thought. Canada is still, I won’t 
say an undeveloped country, but a partially developed country; 
Canada will still have to be a borrowing country for many 
years. We shall have to go abroad for capital. If we have 
too much money locked up in government bonds at home, there 
will be less money available for mortgages and industrial enter- 
prises in this country. Much will depend on the condition of 
the money market. If there is an abundance of money, it may 
be wise for us to have a domestic loan. If there is not an 
abundance of money, it may be wise to go abroad, because if 
foreign capital is to be brought in it is easier for the govern- 
ment to bring it in probably than it would be for others. We 
may still hope, however, that conditions will favour a domestic 
loan when the moment arrives for us to make another move of 
that kind. 
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There is an interesting account that we have with the 
British government of which it is perhaps worth while passing 
mention should be made. In the early days of the war, 
arrangements were made by the government of the day with 
the British government whereby moneys were advanced by the 
Mother Country for the payment of our troops in England and 
France. For a considerable time that continued, and 
at one time we owed a very considerable amount to 
the Imperial government. In 1915, on December 31, 
we owed the British government almost $141,000,000. 
Then a change took place. The British government desired 
to buy munitions and supplies of various kinds in Canada, and 
they arranged with the Canadian government that advances 
should be made in Canada to the charge of the British govern- 
ment. Since that point was reached, the account has turned 
the other way, and we have ever since that been the creditor 
of the British government to a large amount. At one time, on 
the 31st of August, 1919, the British government owed us the 
enormous sum of $333,000,000. On March 31, 1922, the year 
just closed, subject to some questions of readjustment with 
regard to exchange, Great Britain owed us on that date, $117,- 
859,630. Arrangements have now been made by which this 
account is to be paid off in installments of $5,000,000 per 
month. We have received two payments of that character 
and no doubt in due course the whole matter will be settled. 


TRADE 


Coming to the question of our trade, the effects of the 
depression of the past year are clearly seen in the returns of 
our import and export trade. As compared with 1921 our 
imports from the United Kingdom fell from $213,000,000 to 
$117,000,000, and our imports from the United States drop- 
ped from $856,000,000 to $516,000,000. Our exports to the 
United Kingdom held better, the amount for 1922 being $299,- 
000,000, and for 1921 $312,000,000. Our exports to the 
United States showed the course of the decline, being $293,- 
000,000 against $542,000,000 in the previous year. I do not 
wish to ask the privilege of the House to put in many statis- 
tical documents, but there is one statement prepared by our 
3ureau of Statistics which I shall ask the House to let me 
insert. It shows in a condensed form the trade of Canada 
with each country of the world for a number of years. It will 
not oceupy a great deal of space, and it presents that aspect 
of the matter in a very quick form. If the House has no 
objection, I shall see that it is included in my speech. 
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' (The following is the statement referred to) :— 
IMPORTS AND EXPORTS BY PRINCIPAL COUNTRIES 


Twelve Months ended March 


1920 1921 1922 
Imrorts FOR CONSUMPTION $ $ $ 

United MkGne Gomi-cneseeeereeeetereee 126,362,631) 213,973,562} 117,134,570 
ATIBtTA lian ws cence oto yan eee tS Ree 1,371,775 791, 980 1,041,027 
Bermuda titi bt bee ee cee ee 55, 604 76,959 98, 246 
British Mastindiess sc: .--4- ae. ae 16, 236, 412 14, 307, 404 8,928,420 
British Guiana: tance cee 7,412,931 9,085,108 6,166, 664 
British outa AIGA encore ie 735,948 146,798 127,738 
British / West Atrica.. 10.25 scenes ne 174, 928 104,719 19, 202 
British/ West indiesea..¢- eee ee oe 12,114,790 14, 833, 746 8,113,453 
Hong Kiongsie, eater eae Ee 3, 208, 836 3,516, 760 2,114,394 
Newfound land:s.ae ener eee 2,146,414 2,886,203} - 1,387,766 
New Zealand. ss... ce ae eee 3,494, 600 4,219,965 1,783,500 
Other BritishyMimpirey.ceee. eke ae 1,036,790 2,059, 484 2,144, 672 
Argentine: RepubliCs.+a.42= een eee 3, 402, 554 2,552,831 2,355, 100 
Belsiimi 3 33 eo ee eee 911,407 4,693,368 3,817,931 
Brazile aod. sca are eee 1,973,768 2,151,066 1,495,245 
@hingits4.) oo ee eee aa 1, 205, 229 1,897,349 1,411,135 
Cuba weep aa ee ee eee 17,585, 528 30, 743, 239 13,042,568 
Branco: 2. 4:c,2 see coke ere eee ee 10, 630, 865 19,138, 062 13, 467,803 
Germanys ch anc teens See ee 44,255 1,547,685 2,006,513 
GTeOCE shee ee ee ne nee ae 729,830 817,157 1,033,981 
Ttallivainniaed attas ee ae een ares 999 , 040 1,745,330 1,387,370 
Jaan don tree oa eo eee 13, 637, 287 11,360,821 8,192, 238 
Mexicoyd tre retnat tee fe een ee 2,648,915 2,185,399 3,798, 202 
INetherlandaiaan a eee eee eee eee 2,266,169 4,237,791 4,002,145 
IN OFWay Ae ce Oe are Caen 461,848 616,978 409, 359 
MROUMENINS sas 20 Free eae un eral oe eaten ee 688 688 
Swedonn gore eee eae eee 360, 353 55,927 245,295 
SWALZERLANncl ey wey inah eee ter astre te ab. 7,758,051 14, 143, 448 8,671, 608 
iWnitedi Statesmen at meee earner 801,097,318} 856,176,820) 516,105,107 
Other Foreign Countries............... 24,464, 047 19,592,235 17,302,386 

Motal-amportsasss tse se eere 1,064, 528,123] 1,240,158,882} 747,804,332 

Exports (CANADIAN) 

United? Kane domo, ac accents ee oe 489,152,637| 312,844,871) 299,361,675 
Atiatralia ee nce ee oan ane 11,415, 623 18,112,861 10, 678, 600 
Bermudas eee rt eee eee 1, 249, 020 1,523,992 989,113 
British Wastindies..) + one ee eee 6, 762, 259 6, 388, 898 2,341,175 
BrtishiGpianace ene: eet eee 3,109, 381 3,594,118 2,298,105 
IBrigish SOUbOEAITL CAs ee ners he nee ee: 8, 649,756 14, 648, 879 3,890,390 
British; West Altes atta wert eneiee eee 1,067, 639 666, 576 144,778 
British’ West.indies....: «sre eae ook 10, 869, 276 13, 030, 225 9,976, 969 
Hone Kona iss. eee eee ee 1,343, 867 2,000, 825 1,411,699 
Newioundlandi.ne rear eee 16,175,443]. 16,676,728 9, 317, 639 
Now Zealandit.is...hhereokes oe cee 6, 987, 008 11,873,000 4,128,531 
Other British’ Mmpire:,.......-.-.-.-48 5,006,094 2,091, 246 1,303, 224 
JAT PONTING REDE LLG naa ae eet ee ere 6, 126, 457 8,171,980 3,233, 423 
Belgium. Socket eee ee 28, 463,855 40, 252, 487 12,359,300 
Brazil.) ose eR ee en 2,703, 488 2,835,191 2,002,449 
China at iekres oh oe ee eee 6, 665, 805 4,906,570 1,900, 627 
Cuba csi S eae in > eee 6,329, 783 6,573, 768 3,974,432 
RYAanee o.oo eee ee ee 61, 108, 693 27, 428,308 8, 208, 228 
Germanyeicna- core hee eee 610, 528 8,215, 337 4,509,547 
Greeces) 2 htack Oona eee ee 29, 588,984 20,834,577 5, 247,035 
Rta 2i0.ehe ceca ee eae eee 16,959, 557 57,758, 343 15,335,818 
DADA as ox cons ete ss eee ones Pe 7,782,514 6,414, 920 14,831,520 
MexiGG:i4.4 acai Siteged oC ee 410,825 1,086,197 1,197,597 
Netherlandsisc.seenatco ee een 5, 653, 218 20, 208,418 9,582,924 
INOrnway.tencska ot hot oe eee ee 4,798,299 5,119,365 2,599,447 
RRoumantay io. nee ee eee 12,953, 605 3,801, 584 15,383 
Sweden..0)00 i Ree ee ret 4,449,105) . 5,528,361 1, 220, 196 
Switzerland. ses a. een Seen eee eee 1,484,416 1,410,777 345, 626 
United Statesvate we eee 464,028,183} 542,322,967) 293,906,643 
Other Foreign Countries............... 17, 636, 780 22,842,332 13,928, 587 

“Rotal/expontssaiiee eee een 1, 239,492,098) 1,189,163, 701 740, 240, 680 


13 
Trapt AGREEMENTS AND NEGOTIATIONS 


Several things have happened with regard to the tariff 
lately with other countries. An agreement was made by the 
late government, as the House will remember, with the 
British West Indies, which came into operation at an early 
date, and affected most of those islands. One of the islands, 
however, which remained outside for a considerable period, 
was Jamaica, but she has now joined the arrangement, and the 
agreement of that day is in force as between Canada and all 
the British West Indies. 

We have many inquiries with regard to our relations with 
Australia. There have been communications for some time, 
under the late government, and under the present government, 
with the Australian government in relation to that. In the 
early days of our preferential arrangements, one of the Aus- 
tralian colonies received the benefit of the preference. New 
South Wales was a low tariff country and she was entitled to 
the preference. The neighbouring colony of Victoria had 
higher tariffs, and was not entitled to the preference. Soon 
after the Australian Commonwealth was formed a new tariff 
was adopted, which was less favourable than that of New 
South Wales and from that time forward Australia has not 
had the benefit of our preference. Efforts have been made by 
the late government and by this to bring about a friendly 
arrangement between the two countries. Récently a member 
of the Australian government passed through Ottawa and we 
had an opportunity to discuss the subject with him. He 
manifested a warm interest in the matter and gave us every 
reason to expect that’ the Australian government would take a 
friendly view of our proposal. Thereupon we proposed to the 
Australian government that they should give us the preference 
which the United Kingdom enjoys, and we in return would 
give them the benefit of our preference. That proposal has 
not been accepted nor have we received any counter-proposal. 
However, we fully anticipate that some opportunity will oceur 
for further negotiations, and our hope is that we will be able 
to make a satisfactory arrangement with the Australian 
Commonwealth. 

Not many months ago this House ratified a treaty that 
had been made with France. It seemed to have been of a 
temporary character, contemplating a larger treaty at a later 
date. I believe the French Consul General approached the 
late government with a view to further negotiations, but the 
time was not then deemed opportune and nothing was done. 
We have recently been asked by the French Consul General 

42776—3 


14 


to take up the matter, and have intimated our willingness to 
do so. That is the way the matter stands at the present. I 
hope at no distant date we shall have some further negotia- 
tions, and possibly we may be able to revive the old treaty 
with France, or make some other treaty which will be fair 
and just to both sides. 


TarirF REVISION 


Now I come to the question of tariff revision. In the 
Speech from the Throne His Excellency the Governor Gen- 
eral said :— 

You will be invited to consider the expediency of making some 
changes in the Customs Tariff. While there are details of revision, 
the consideration of which will require time and care that are not at 
present available, there are features of the tariff which it is felt may 
properly be dealt with during the present session. 

The work of tariff revision may be divided into two 
parts. What I shall call part 1, the part which most con- 
cerns the public, I think, is that which touches the revision 
in the direction of reduction, if there is to be a reduction, in 
the duties of customs. That is probably the subject most 
keenly interesting both to those desiring the reduction and 
to those who do not desire it. ‘The other part relates to what 
I may call readjustments in a different way. With the pro- 
gress of time new conditions arise, new interpretations of the 
Customs tariff are given, new questions come before the 
Board of Customs, allegations are made that there is inequal- 
ity between the duty on the raw material and the duty on the 
finished article. Many questions of that kind arise, not of 
wide concern to the public generally, but each of concern to 
some interest which is affected by it. There may be ques- 
tions of that character to which we shall have to give atten- 
tion at another time. Some of such there certainly will be, 
perhaps not so many as some people imagine, but with that 
portion of the question which relates to the matter of tariff 
reduction we propose to deal at once. 

The line upon which we ought to be expected to deal, 
and upon which we intend to ton is expressed in a resolu- 
tion that I had the pleasure of moving in this House a year 
ago :— 

That, while recognizing that existing financial requirements of 
the Dominion demand the maintenance of a Customs Tariff, the House 
is unable to concur in the declarations by the Government that the 
tariff should be based on the principle of protection; the tariff is a 
tax, and the aim of legislation should be to make taxation as light 
as circumstances will permit; 


That the aim of the fiscal policy of Canada should be the en- 
couragement of industries based on the natural resources of the coun- 
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try, the development of which may reasonably be expected to create 
healthy enterprises, giving promise of enduring success; 

That such changes should be made in the Customs duties as may 
be expected to reduce the cost of living, and to reduce also the cost 
of implements of production required for the efficient development of 
the natural resources of the Dominion; 

That, while keeping this aim clearly in mind, the House recog- 
nizes that in any readjustment of the tariff that may take place, 
regard must be had to existing conditions of trade, and changes made 
in such a manner as will cause the least possible disturbance of 
business. 

This resolution declares for tariff reduction—a tariff 
reduction that should be made with great care, guarding against 
any interference of a serious character with the business of 
the country. The policy so laid down is the policy we are pre- 
pared to carry out to-day. With the exception of one item, 
an increase for strictly revenue purposes, every change I shall 
propose to-day is a reduction in the Customs tariff; it is a 


revision downward at every point. 


British PREFERENCE 


We maintain the British preference which the Liberai 
government established in 1897 and 1898. When that prin- 
ciple was adopted by the Canadian government it gave offence 
for a while to some of the people of other nations. Germany, 
in particular, took offence at it, and for a while undertook to 
penalize us because of the action we had taken. Other coun- 
tries, perhaps, did not like it, but still took no very strong part 
against us. Germany and Belgium were in a particularly 
favoured position. Other nations had the benefit of what is 
called “ favoured nation treatment.” That is, that any nation 
having what is called a “favoured nation” treaty shall, at all 
times, be on even terms with any other nation. That is the 
general principle of what the favoured nation condition re- 
quires. Germany and Belgium had more than that. Germany 
and Belgium had made treaties—Lord Salisbury called them 
“those unlucky treaties””—under which they had a right to 
claim not only the same conditions that were extended to other 
foreign nations, but the same terms and conditions that were 
extended to our Mother Country. We had to get rid of those 
old treaties before we could establish the British preference, 
and in the end we did. 

In the United States some objection was taken, but not 
in an official way. There was a good deal of discussion in the 
American press as to this, as was said, “unfriendly act’; but 
the American government never took objection. When the 
matter came up they understood that it was entirely a ques- 
tion within our own family circle. And that is the situation 
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to-day. We stand by the British Preference to-day, and the 
world recognizes that it is our right to make any arrangement 
we desire within the Imperial family without any other nation 
having cause to take offence at it. So we adhere to the British 
Preference in the arrangement we make, and the effect of the 
change that we make will be to increase, in some respects, that 
preference. 


Trapr with tun Untrep States 


For many years we regarded the United States as pur- 
suing an unfriendly policy towards Canada in tariff matters. 
I do not think it was ever deliberately intended to penalize 
Canada; but we were the nearest neighbour and the tariff 
policy of the United States unquestionably did seriously affect 
us, and produced a good deal of hostile feeling in Canada; 
for years we had reason to complain and we did complain. 
There came, however, a happier moment when a change 
occurred. There came a moment when the American govern- 
ment sent representatives to Ottawa to ask us to reopen nego- 
tiations, and see whether we could not come to a friendly 
arrangement. The result of that negotiation—first held in 
Ottawa and afterwards in Washington—was the making of a 
comprehensive agreement. It was not a treaty but a compre- 
hensive agreement which was entered into in 1910-11 as the 
House will remember. J am wondering whether we did not 
miss the golden opportunity then. 


There is a tide in the affairs of men 
Which, taken at the flood, leads on to fortune. 


The flood tide of goodwill in trade matters from our 
American neighbours came to us in 1910-11, but unhappily 
the Canadian people did not accept the agreement. I do not 
want to dwell upon that further than to have the fact clearly 
understood that though, in former years, we had reason to 
complain of unfriendly action, at that moment we had every 
reason to recognize the fairness of the American government. 
A happy combination of circumstances arose then which has 
not arisen since; which perhaps may not come again. A 
Republican administration, an administration representing 
the party of high tariff, was in power at Washington; and 
yet that Republican administration had come to us with a 
willingness to give us what we thought was a fair deal. The 
Democratic party was traditionally a low tariff party; and 
so, with the Republican administration supporting the agree- 
ment, the Democratic party naturally gave it their good will. 
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The agreement was confirmed by the American Congress. It 
was not confirmed by Canada, much, as I think, to the regret 
of many of the people to-day who at that time did not view 
it with favour. Now many things have happened since that 
time. The Democratic party coming into power established 
trade arrangements which, for some years, gave us some of 
the benefits which reciprocity would have given us. The 
Democratic tariff gave us a chance still to do business, and we 
did a very extensive business. Unfortunately, however,—no 
I should not say that; we do not want to meddle in the poli- 
tics of our neighbours—the people of the United States in 
their wisdom turned out the Democratic party, and the 
Republican party were restored to power. Since they were 
restored to power they have introduced what is called the 
Fordney Emergency Act, which deals largely with agricul- 
tural products. That Act unquestionably worked great harm 
to the Dominion of Canada, and especially to our western 
provinces. There is no doubt in the world—we may frankly 
acknowledge it—that the trade relations that had grown up 
between the two countries were sadly marred by the Emer- 
gency Tariff Act, and our western country in some branches 
of industry—notably the cattle business—has suffered severely 
in consequence. Now there is another Tariff Bill at Wash- 
ington—a bill that has passed the House of Representatives 
and is now before the Senate—which proposes to enlarge on 
the Fordney Emergency Act. It includes, I think, all the 
duties of that Act, and in some instances they are increased. 
It proposes to establish a schedule of duties which is very 
high indeed. We have no right to complain of our American 
friends for doing that; but if they assume that position they 
cannot expect us in Canada to be as willing as we otherwise 
would to deal liberally with them. If our American brethren 
try to persuade themselves that you can sell all the time and 
never buy, we can only regret that they are failing to under- 
stand an economic truth; but since they want to pursue that 
policy we regret it because it must affect our own attitude 
towards them. I have had the privilege of being at Wash- 
ington to diseuss this question. I have had the opportunity 
to say to the President of the United States, and to the lead- 
ing Congressmen of the Union, that Canada, notwithstanding 
the events of 1911, was prepared to open negotiations. We 
were glad that we had a friendly offer before. We were sorry 
on account of the difference with respect to it amongst our 
own Canadian people. However, we thought that was past 
and gone. We thought that the Canadian people _ to- 
day were prepared—at all events we the Government 
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of Canada were now prepared—to undertake negotiations 
with the desire to obtain something like the agreement of 
1911. Anyhow we took that course feeling that it would 
bring about better relations, believing that good relations 
will be better for both countries. We do not say that we 
are dependent on the United States, and still less that the 
United States would admit that they are dependent on us; 
each country can live and prosper and flourish without the 
other, but both will live and prosper and flourish more if 
they have friendly relations and intercourse as good neigh- 
bours should. A distinguished American, who himself was 
closely identified with the reciprocity movement in 1911, said 
some months ago that if the reciprocity movement was ever 
to be revived it must come from Canada. The United States, 
having made a friendly offer which was rejected, could not be 
expected to come to Canada again. That was a fair criticism. 
It was our move; we have made the move, and we have inti- 
mated to the American Government in the way that I have 
described, that we are quite ready to re-open negotiations, with 
every desire to make a friendly arrangement. Whether any- 
thing will come of that or not remains to be seen. For the 
present, while our American friends are not prepared to meet 
us in the generous spirit they did in 1910 and 1911, while, in 
their judgment, it is nesessary to adopt the high tariff policy 
which is now before Congress and which, in all probability, 
will become law, they will surely admit that, at such a 
moment, they cannot reasonably expect us to make concessions 
towards them. Therefore, we propose to hold our hands in that 
respect and to await the turn of events at Washington. We 
shall be open at all times to friendly negotiations; but for the 
present, we are about to make tariff reductions which we are 
not prepared to extend to them. Whether we shall later be 
able to extend any of them to the United States or not depends 
entirely upon the attitude which they assume. I think myself 
there is a hope for better things. The bill at Washington is 
not universally popular; there is very strong opposition to it, 
and there is a possibility that it may not pass. But at all 
events, I think—and I am sure the House will agree with me 
—that until we have a clear understanding of what our Ameri- 
can friends are going to do, we should hold our hands as regards 
the United States. 

The reductions which we are going to make are almost 
entirely in the British preference. We are not going, except 
in a few cases, to reduce duties on American goods, which come 
to us under the operation of the general tariff. There are a 
few things which we desire in Canada, which can be obtained 
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most conyeniently from the United States. As regards agri- 
cultural implements, for example, to offer a reduction of the 
British preferential tariff on agricultural implements would 
only provoke a smile, because such things are not brought from 
Great Britain; they are made in the United States. In that 
case, and in a few similar eases, we reduce the tariff on Ameri- 
can goods, that is, the general tariff, because that is the tariff 
that applies; but speaking broadly and generally, our reduc- 
tions are being made in the British preferential tariff and not 
in the general tariff which would apply to the United States. 


MarkineG aNp VALUATION 


I shall come shortly to the details of what we propose in 
that direction. Meantime, let me say that there are some other 
features to which I wish to call attention. The budget of last 
year introduced a number of features which, though I am sure 
they were well intended by the minister who introduced them, 
did not work out well. They have proved to be unsatisfactory, 
and I think there is no question about that now. One of these 
provisions was an amendment to the Customs Tariff Act pro- 
viding that all goods that were imported should, where possible, 
be marked, stamped, branded and so forth, and penalties were 
imposed for failure to do this. The government which passed 
that regulation evidently had occasion to reconsider their judg- 
ment on the matter; at all events they were reluctant to en- 
force it. The law required that the act should take effect on 
the 31st of October, 1921, I think it was; but when that date 
arrived, the then government decided that they would not 
enforce the act, and they gave notice by Order in Council that 
its enforcement was postponed until the 31st of December. 
When the 31st of December came, another Government was in 
power by one day—it got in on the 30th—and the Minister 
of Customs and Inland Revenue of the present Government 
shortly after advised that the thing was unworkable and that 
it be postponed until the present Parliament should be con- 
sulted. We are now in a position to determine what to do. 
Our opinion is that, as a general law, this provision should be 
repealed. We propose, in any particular case of an excep- 
tional character, when there are reasons why articles imported 
from abroad should be marked, that we should have the right 
by Order in Council to deal with the matter; but we propose 
that, as a general law, this provision shall be repealed. 

Another provision of that kind was with regard to the 
valuation of goods. The time-honoured system of Canada was 
that the value of goods for customs purposes was the fair 
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market value in the country of production. That has been our 
custom for ages. A proposal was made last year to enact that 
the customs officer must determine the value; that the value 
for duty must be not less than the cost of production in the 
country which produces the goods, plus a fair profit. How an 
unfortunate customs officer; any one of the hundreds scattered 
throughout Canada, was going to be able to determine the cost 
of production of these things in a far-away country, I cannot 
readily understand, and still more would be his difficulty to 
determine what, under all the circumstances, was a fair profit. 
However that may be, we are of opinion that that also is an 
unnecessary interference with trade, and we propose to wipe 
it. out. 

Another regulation of a somewhat similar character 
dealt with the question of depreciated currency. The German 
mark, for example, is normally worth nearly twenty-four cents; 
it is actually worth to-day one-third of a cent. The act of last 
year provided that in no case should depreciation of currency 
be recognized below 50 per cent. That is to say, in the case of 
German trade, whatever might be the value of goods, for cus- 
toms purposes the mark was to be declared worth 50 per cent 
of its original value; that is, roughly speaking, it should be 
worth about 12 cents. The normal value of the mark is 24 
cents; it is declared to-day to be worth 12 cents, whereas, the 
actual value to-day is one-third of a cent. What you do by this | 
is really to multiply the duty by a fictitious value, to multiply it 
by 36 times to-day. That is to say, the thing which is worth 
only one-third of a cent, you say shall be worth 12 cents. That 
multiplies its value, as I said, 36 times. So, while you keep 
up the pretence of a duty of 35 per cent, you are actually taxing 
those goods 1000 per cent. If you want to say that German 
goods shall be prohibited, say so; if you shrink from saying that 
in such a direct way, then put on the 1000 per cent duty; but 
do not humbug the world at large by pretending that we have 
a duty of 35 per cent when the real duty is about 1000 per 
cent. 

Another feature of the matter to which I should like to 
draw attention is this: The design, no doubt, was to give an 
enhanced protection to some industries which desired Iss but 
what was the effect? The late government have not succeeded 
in shutting out German goods. What they have succeeded in 
doing is in shutting out the Canadian merchant from an oppor- 
tunity of doing direct trade and in obliging him to pay tribute 
to somebody else. For example, if a merchant in Holland 
buys goods in Germany, takes them to Holland and then sells 
them to a merchant in Canada, the invoice is expressed, not in 
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German marks, but in the currency of Holland which is not 
depreciated. The Hollander is allowed to purchase the goods 
at their real value, and the Canadian merchant can go to 
Rotterdam and buy the goods; but he has to pay the real 
German price plus the cost of transportation to Holland, plus 
the Holland merchant’s profit—that is, the invoice price of the 
goods. The Canadian merchant can bring the German goods 
into Canada in that way; but he cannot bring them in direct. 
He can do better than that: he can go to England, where there 
isno duty. The English merchant can buy the German goods 
at the real value of the mark; he takes them to England, and 
he sells them to the merchants in Canada at an English price. 
The merchant in Canada still gets the goods; he is getting 
them to-day; but he has to pay tribute to the merchant in 
Holland or in London, and the real effect of this is to prevent 
the Canadian merchant from doing a direct trade and to oblige 
him to pay tribute to somebody else. We propose to abolish 
the whole thing. 

Another regulation at that time—it was a busy time in 
the Budget last year—contemplated the establishment of 
commercial agencies abroad and the requirement that a com- 
mercial agent of Canada should have his certificate attached 
to every invoice of $100 or more. It could be seen at once that 
if that was to be effected, we would have to have a large army 
of commercial agents, scattered throughout the wide world. 
After adopting that, the government seem to have had some 
hesitation in applying it. They did not bring it into force 
at once. They provided that it should be brought into opera- 
tion by order of the Governor in Council. They have never 
brought it into operation. To-day it is a dead issue and we 
propose to make it doubly dead by wiping it out. 

We are making a numerous list of reductions. I shall not 
detain the House by giving every one. My recollection is that 
there are forty-nine or fifty items in the tariff that are affected. 
The resolutions to be placed on the Table immediately will 
give them all in detail. In the meantime I can state some of 
the particular items. Last year an arrangement was made 
whereby the duty on alcohol was increased to a very high 
figure. It is now $9 per proof gallon. Provision was made 
that in the ease of men engaged in the making of pharmaceuti- 
cal preparations, where they are largely engaged in the busi- 
ness, and are put to the expense of keeping a bonded ware 
house, they are allowed to get aleohol at $2.40 per proof gallon 
as against the rate of $9 charged others. Now, the druggists 
of Canada, a very large and respectable body, require alcohol 
in the making of various preparations, and they are obliged 
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to pay a duty of $9 per proof gallon for it, while the man who 
has a big warehouse and does business on a large scale pays 
only &2.40. We think that is inequitable. It was a great 
mistake on the part of the late government to adopt that scale, 
and we propose now that the druggists of the country shall be 
allowed—and we think we can devise a scheme whereby this 
can be done—to obtain alcoho] for their own legitimate pur- 
poses, for the manufacture of the preparations they make, at 
the same rate enjoyed by the large manufacturing concerns. 
Of course, it is a matter that might easily lend itself to abuse. 
I realized that, and my first thought was that there might be a 
danger of that kind. The druggists of Canada, however, are a 
most respectable body. They are, as a rule, among our fore- 
most citizens, being organized under provincial laws, and I do 
believe that they will be only too anxious to see that this 
privilege is not abused. We believe, at any rate, that we can 
surround it with devices that shall make it absolutely sure 
that the druggists will use the alcohol only for their legitimate 
purposes and in no other way. We are doing this in order 
to meet what we feel to be a reasonable demand on the part 
of a large section of the Canadian people. 

Now I shall give an imitation of some of the reductions in 
duty that have been made. We are making some changes in the 
law respecting tobacco, and these I may as well mention. It is 
proposed to change the duties on cigarettes and cigars and on 
Canadian raw leaf tobacco when taken into a licensed tobacco 
or cigar manufactory. ‘The excise duty on all weights of cigar- 
ettes is increased $3 per thousand. The present rate is $6 per 
thousand for cigarettes weighing not more than 3 pounds per 
thousand, and $11 on cigarettes weighing more than 3 pounds. 
It is proposed to increase the rate in the customs tariff on 
imported cigarettes from $4.10 per pound, and 25 per cent, to 
$5.25 per pound and 25 per cent. It is estimated that the 
increase in both excise and customs tariff will give an additional 
revenue of over $5,000,000 per annum, after allowing for a 
reduction of 10 per cent in the consumption owing to the 
increased rate. ‘The consumption of -cigarettes has grown to 
immense proportions in Canada, the number consumed last year 
being equal to 267 for each man, woman and child in the coun- 
try. It is proposed to readjust the duties on cigars. This will 
have the effect of reducing the duties on the low priced, and 
increasing it on the higher priced, cigars. The intention is to 
impose a graduated rate according to the value of the cigars. 
At present there is a tax of $6 per thousand irrespective of the 
value or character of the cigar. We want to introduce some- 
thing like the principle of ad valorem, so that a cigar of mediur 
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character will still pay about the same rate, while the more 
expensive cigar will pay a higher rate. We think it is only 
reasonable that the cheaper cigars should be allowed to come in 
and be sold at a lower rate than the expensive cigars, and one 
effect will be to increase largely the consumption of Canadian 
native leaf. 

Then with regard to the duty on raw leaf tobacco. There 
is a duty of 5 cents per pound on raw leaf tobacco. At present 
raw leaf tobacco is of very low value. I was told the other day 
—possibly the case was an extreme one—that the value in some 
cases is little more than the tax, and therefore the tax seems to 
be a heavy burden. We propose now not to abolish the duty 
altogether, but to abolish it when the tobacco is taken into a 
licensed tobacco or cigar factory. We think that in that way it 
will lead to an increased quantity of native tobacco being used 
in the cigar factories, and when the tobacco is used in the fac- 
tories we shall get the duty of 20 cents per pound. This, 
therefore, is a move that is intended to help the native tobacco 
industry, which we all desire to see flourish, while it will not 
involve us in any considerable loss of revenue. 


ReEpUcTIONS AND THE INDUSTRIES 


There are some reductions in duties to which I desire to 
draw attention. These reductions of duties will benefit the 
several industries on the following articles. First, I take the 
farming industry, in relation to which reductions include :— 


Per cent 
Mowing machines, harvesters, binders and reapers, reduced 


ider-the peneraltaritan et) mee Sa eM, ok, 24 
Cultivators, harrows, horse-rakes, seed drills, manure spread- 

ers and weeders, reduced under the general tariff .. .. 23 
Ploughs and threshing machines, reduced under the general 

PATI I nae Oe ete he pee oe Tile Gh LER 2 coe 2% 
Milking machines, reduced under the general tariff .. 5 


Vegetable grading machines, reduced under the general tariff 5 
Nearly all other agricultural implements are reduced under 

the general tariff By | RE Sak age, tom Ay Rae Ne Dey oe cota 

There is a corresponding reduction on these articles under 
the British Preferential Tariff, but practically all are imported 
under the general tariff. Tractors for farm purposes valued at 
$1,400 or less and parts thereof, are now free by Order in Coun- 
cil: It is proposed to make these articles free by Act of Par- 
liament. Wrought iron tubing four inches and under in 
diameter is reduced five per cent under both preferential and 
general tariffs. Wrought iron tubing over four inches and 
not over ten inches is reduced five per cent under the preferen- 
tial tariff. Tools are reduced five per cent under the pre- 
ferential tariff. Harness is reduced 24 per cent under the pre- 
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ferential tariff. Farm wagons are reduced 5 per cent under 
the preferential tariff and 24 per cent under the general tariff. 

For the dairying industry a reduction is made on paper 
milk bottle caps of 74 per cent under both the preferential and 
general tariffs. 

Glass Milk Bottles are. reduced 5 per cent under both 
tariffs, 

Dairy tin hollow-ware and cans for milk and cream are 
reduced 23 per cent under the preferential tariff and 5 per 
cent under the general tariff. 

Milking machines are reduced 24 per cent under the pref- 
erential tariff and 5 per cent under the general tariff. 

In regard to the fruit-growing industry, fruit-grading 
machines are reduced 24 per cent under the preferential tariff 
and 5 per cent under the general tariff. 

In the lumber industry there are several reductions. 
Machinery for saw mills is reduced 2$ per cent under the gen- 
eral tariff. Wrought iron tubing 4 inches in diameter or less 
is reduced 5 per cent under both tariffs. Tools and cantdogs 
are reduced 5 per cent under the preferential tariff. 

For the mining industry: Porcelain parts of pumps are 
reduced from 20 per cent preferential tariff and 30 per cent 
general tariff to free under all tariffs. Wrought iron tubing 4 
inches and under in diameter is reduced 5 per cent under both 
tariffs; and tubing over 4 inches and not over 10 inches is 
reduced 5 per cent under the preferential tariff. _ 

For the fishing industry: Gasoline over .725 specific 
gravity and not exceeding .750 is reduced from 24 cents per 
gallon to 1 cent under the general tariff. Manila rope not 
exceeding 14 inches in circumference is made free of duty to 
all fisheries,—under the present tariff it is free only for hold- 
ing traps used in the lobster fisheries. Oiled clothing is 
reduced five per cent under both tariffs. Oiled hats are 
reduced 2$ per cent under the preferential and 5 per cent 
under the general tariff. . 

The plumbing industry benefits by. the reductions already 
stated on wrought iron tubing and tools. 

For the general public there are a number of reductions. 
Certain liquid medicines, non-alcoholic, are reduced 35 per 
cent under the preferential tariff and 20 per cent under the 
general tariff. Cocoa, unsweetened, is reduced 1 cent per 
pound under the preferential tariff; cocoa, sweetened, one-half 
cent per pound under the preferential tariff, and cocoa in 
powder form five per cent under the preferential tariff; and 
preparations are reduced 24 per cent under the preferential 
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tariff. On refined sugar the preference is increased from one- 
quarter off in the general tariff to practically one-third off. 
Other reductions include the following: 


Per cent 
Enamelled ware reduced under the Preferential Tariff .. .. 24 
Window shades reduced under the Preferential Tariff .. 23 
Cotton fabrics, grey, bleached or dyed reduced under the 
Preferential Tariff .. . 2% 
Corsets and cotton clothing “reduced under ‘the Preferential 
Tarif... ss 2% 
sop eee lustres, mohair “reduced - under ‘the ’ Preferential 
ariff 23 
Alpaca and Italian. linings reduced under “the Preferential a 
ari 
Woollen fabrics, woollen. clothing, cloths, doeskins, ‘cassimeres, 
tweeds, coatings, overcoatings, and felt cloth, n. +e re- 
duced under the Preferential Tariff.. . : 23 
Rubber clothing reduced under the Preferential Tariff. 23 
Knitted goods reduced under the Preferential Tariff... .. .. 2h 
Boots and shoes reduced under the Preferential Tariff... .. 2% 
Collars and cuffs reduced under the Preferential Tariff.. .. 5 
Blankets, cotton, reduced under the Preferential Tariff.. .. 23 


Clothes wringers—2% per cent reduction under both Tariffs. 
Dairy tin hollow-ware reduced 24 per cent, under Preferential 
Tariff and 5 per cent under General Tariff. 


Automobiles are now entitled to be entered as settlers’ 
effects by farmers only. It is proposed to admit automobiles 
valued at not more than $1,000 by other settlers as well as by 
farmers. It is also proposed to admit boats for fishing pur- 
poses by settlers as settlers’ effects. 

This is a long list, Mr. Speaker, and one which I hope 
will find favour with the House. ; 

I have already intimated that while we could with our 
present taxation system meet what might be called ordinary 
expenditure, we are not content to do that. We could with our 
present sources of revenue probably meet what is called ordi- 
nary expenditure, possibly even some of our capital expendi- 
ture, but it is quite certain that if we do not adopt some other 
method of taxation we should be adding enormously to the 
publie debt, and I think I speak the wish of the House when 
I say that that is a course to be guarded against. So we are 
proposing some new rates of taxation. 

The sales tax we propose to increase by 50 per cent. We 
propose that automobiles up to $1,200 shall pay a tax of 5 
per cent, and those above $1,200, 10 per cent. On confec- 
tionery we propose a tax of 5 per cent; on ale, beer, ete., 15 
cents per gallon; on mineral waters and other soft drinks, 10 
cents per gallon. Cheques now pay 2 cents. We maintain that 
2 cents up to $50, but we impose a tax of 2 cents on each addi- 
tional $50. We propose a small tax of 5 per cent on certain 
classes of insurance premiums which are not at present reached. 
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We propose that telegrams and cables, which are now taxed 
1 cent, shall hereafter pay 5 cents. On transfers of stock which 
now pay 2 cents per $100 share, we propose 5 cents. Beet sugar 
is to be subjected to an excise duty of 49 cents per 100 pounds. 

The beet sugar industry is in a very fortunate position. 
The ordinary refiner imports his material from abroad and 
pays duty on it. The value he gets in the way of protection, 
if you call it such, is the difference between what he pays on 
his raw material and the duty fixed on the refined article. But 
in the case of the beet sugar refiner he has no duty to pay on 
his raw material at all, and therefore when the duty was in- 
creased, as it has been increased largely on sugar, he is getting 
the full benefit to an extent which he really does not need. We 
think he can well afford to pay a duty of 49 cents per 100 
pounds, almost haif a cent a pound on beet sugar made in 
Canada. This will not affect the price of sugar because the 
price is governed by the duty on the refined article, and that 
is not increased. 

These taxes are all to be made under what is called the 
Special War Revenue Act, excepting beet sugar, which will be 
under the Inland Revenue Act. 

I have already explained the change we propose in the 
cigar duty. 

Last, but not least, we are going to ask the banks to bear 
some share of these new burdens which we all have to 
shoulder. There is at present a nominal tax of 1 per cent on 
the circulation of the banks, but when you come to the income 
tax you find that whatever the banks have paid as tax on their 
circulation is deducted from the income tax. We propose to 
abolish the exemption and say that the 1 per cent tax on cir- 
culation shall be paid and shall come into the revenue of the 
country. As the circulation in the beginning is really supplied 
by the Government—by the people of Canada, who give the 
banks large privileges in this way, we think this demand that 
they shall pay us 1 per cent tax on the circulation is not un- 
reasonable in these hard times. 


FInancraL SrTuaTION 


I am not going to detain the House by referring to all 
the items dealt with. I shall lay the resolutions on the Table, 
and they of course will be scanned carefully by hon. members 
as opportunity occurs. 

I have deemed it proper in this address to present very 
clearly what I regard as the gravity of the financial situation. 
T would not, however, hrve any one draw the impression that 
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I have a gloomy view of the future. There is, happily, a 
brighter side. I have unbounded faith in the resources of our 
country and in the intelligence and patriotism of the Cana- 
dian people. The worst of the commercial and industrial de- 
pression is, I believe, over. Already the sun of better times 
is beginning to shine. I do not look for any rapid restoration 
to prosperity, but I believe that from this time forward there 
will be a quiet and steady improvement. Everywhere there 
seems to be hope and confidence that such improvement is 
coming. That hope and that confidence will have much influ- 
ence in bringing about a better day. If Providence sends us 
a blessing of good crops this year, we may look for the begin- 
ning of the prosperity of former times. While we have diver- 
sified industries, all of them entitled to careful consideration, 
we shall do well to remember that agriculture is and will con- 
tinue to be the occupation of the largest class of our people and 
the industry that has the widest influence on general prosperity. 

No nation in these days liveth to itself. Whether we like 
it or not, every country is in some degree dependent upon 
events in other countries. It has been a topsy-turvy world that 
we have been living in, and we cannot look for satisfactory 
conditions until the world generally recovers in some degree 
its balance. In our own country, if one thing more than another 
is necessary, it is the establishing of better relations between 
labour and capital. 

Admirers of the British constitution claim as a virtue for 
it that wherever a grievance exists a way of relief can be found. 
Why should it not be so with labour and capital to-day? In 
nearly every relation of life we are obliged to submit to the 
judgment of authority. Why cannot labour and capital 
agree upon tribunals to which disputes can be referred? The 
lockout and the strike of to-day are evidences that our so-called 
civilization is still far from perfect. Why should either 
labour or capital deem it necessary to resort to force? The 
genera! public, whose interests are so often affected by the con- 
flict, have a right to expect that both capital and labour will 
endeavour to find a better way of settling their disputes. If 
labour at times seems to be unreasonable, let us not forget that 
in the days that have gone, too often the workingman, so-called, 
did not receive a fair share of the wealth which his labour 
created; too often he saw his employer grow rich and prosper- 
ous while the workingman had little more than an existence. 
There has been a happy change in this respect. We cannot 
return to pre-war conditions. The workingman’s position has 
advanced. His standard of living has improved. He is 
unwilling to go back to pre-war conditions, and nobody should 
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expect him to be content to do so. He has a right to expect 
better conditions for himself and his family than in former 
days. But he has duties to perform on his part. Labour 
has come to a sense of its power. Has it come to a sense of 
the responsibility and duty which should always accompany 
power? We cannot doubt but the mass of the workingmen, 
as we call them, wish to be good citizens of Canada. They 
hold interests in common with other classes of the community. 
They have wives and mothers and children and homes to 
protect, and protection for these can only come when law is 
upheld and order observed. There are so-called labour leaders 
who, unfortunately, preach the doctrine that the employer is 
the enemy of the workman. They preach the doctrine that 
the workingman should play an entirely selfish part, that his 
duty is to get all that he can in the way of wages and give as 
little as he can in the way of labour. Such men are a menace 
to the true interests of labour as well as to the interests of 
society generally. There are in Canada many labour leaders 
who refuse to preach these dangerous doctrines and who, while 
zealous in defending the interests of labour, are no less zealous 
in maintaining the interests of society. Let us pray that on 
this vital question capital and labour may alike recognize their 
responsibilities, that they may put aside every temptation to 
play a selfish part and co-operate in efforts which will mark 
Canada in the eyes of the world as a land of peace, and 
progress, and prosperity. 

(The resolutions, as amended later, are printed at the 
end. ) 


SPEECH ON THE AMENDED RESOLUTIONS 


BY 


Hon. W. S. FIELDING, M.P. 
IN THE HOUSE OF COMMONS, JUNE 12, 1922 


Hon. W. S. FIELDING (Minister of Finance): Mr. 
Speaker, my first duty—and it is a pleasure as well—is to 
offer my grateful acknowledgment of the very many kind words 
that have been said in the course of this debate concerning 
myself and my public career. In what, I suppose, must be 
called the evening of life it is a pleasure to me to feel that, in 
a somewhat long political career, through all the storm and 
strife which seem to be incidental to political discussion, not 
only have I had the good fortune to have the loyal support 
of the great party to which I belong, but it has been my great 
good luck, I so count it, that, in almost all these movements, 
I have had, in a very large degree, the goodwill and friendship 
of hon. members whose sense of public duty obliged them to 
differ from me. For all the good words that have been said 
from all portions of the House, for the loyal support of friends, 
and the very generous observations of my political opponents, 
I desire to offer sincere thanks. 

Before I proceed to inform the House of the changes 
which the Government desire to propose in the budget resolu- 
tions, I shall ask permission of the House to call attention to 
some of the criticisms that have been offered. The field is a 
broad one, and the temptation is strong, but I shall try to 
resist it, except to deal with a few points. First, let me say 
that I shall deal with the attitude that has been assumed by my 
good friends of the Progressive party in relation to this budget. 
I think we had a right to expect a rather more generous criti- 
cism c# the budget than has come from them. We expected no 
help, no aid and no sympathy, from my hon. friends of the 
offici1l Opposition. It is not their business to be pleased with 
anything we do, naturally. On the trade question there is a 
broad line of demarcation between the official Opposition and 
the Government. They boast that they stand for protection. 
We of the Liberal party have never stood for protection, and 
we do not stand for it now. In our resolution of the last 
session, which I had occasion to read at an earlier stage of this 
debate, we distinctly took issue with them on that ground. 
They declared for protection. We declared in our resolution 
that we were not prepared to accept that principle. 
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Our Progressive friends do us the justice of saying that, 
as far as we have gone, the budget is all right, but they think 
it should go much further. Well, from their point of view, 
it is reasonable, perhaps, that they should think that. But 
then most of us learn that we cannot in all things have our 
own way. All political matters are essentially matters of 
compromise, in some degree, and, so long as the compromise 
is not one of principle, there is no reason why men should not 
compromise, because it is only by a policy of that nature that 
government can ever be carried on. So I say to my friends 
the Progressive party, that they are not asked to compromise 
any principle, but if they believe, as most of them have said, 
that as far as the budget has gone, it is in their direction, then 
it seems to me they should be willing to accept it, they may 
say, as a temporary measure; but, whatever view they may 
want to take of it, it is a step in the right direction, and, for 
that reason, I think they should give it their support. A 
year ago the Liberal party voted for a certain resolution. I 
read it in the House before. May I call atention again to 
a portion of it, as follows :— 


That, while recognizing that existing financial requirements of 
the Dominion demand the maintenance of a Customs Tariff, the House 
is unable to concur in the declarations by the Government that the 
tariff should be based on the principle of protection; the tariff is a 
tax, and the aim of legislation should be to make taxation as light 
as circumstances will permit; 

And further on— 


That, while keeping this aim clearly in mind, the House recognizes 
that in any readjustment of the tariff that may take place, regard 
must be had to existing conditions of trade, and changes made in 
such a manner as will cause the least possible disturbance of business. 

{ want to call attention, Mr. Speaker, to the fact that 
this was not only our own policy, but it was the Progressive 
policy, because every Progressive in the House did us the 
honour of voting for it. We had not as large a Progressive 
group as we have to-day, but the hon. member for Marquette, 
then as now, was their leader. He did not have a large group, 
but he had a very energetic group. They found the Liberal 
policy of that day was entirely in harmony with their own 
policy. That resolution called for a revision downward, and 
made in such a manner that business should not be disturbed, 
and that is exactly what the budget proposes. I say, in all 
sincerity, that this budget ought to commend itself to our 
Progressive friends, not as a finality, not as something that is 
entirely in line with their own views, but.as something which 
follows the right direction, and, so far as it goes it should 
have their cordial support. If, instead of having the large 
group they have to-day, being the second group in this House, 
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they had the good fortune, or the misfortune, to be group 
No. 1 and to be charged with the responsibility of carrying 
on the government of this country, and if the hon. member 
for Marquette (Mr. Crerar) were standing in my place at 
this moment, I venture to say that he would be obliged, in 
the light of that resolution, to bring forward a budget sub- 
stantially in line with that which I have presented. The 
responsibility is over the whole of us, and I believe if any 
hon. gentleman of the Progressive party were charged with 
the responsibility that has come to us to-day, he would feel, 
if he listened to the representations that have been made, that 
this was not a time for radical changes, but a time for caution, 
for moderation, for seeking to take into consideration the 
interests of the whole country. We are apt, each of us in our 
own part of the country, to look at things from a sectional 
point of view, and that is unavoidable. One of the great 
things of Parliament is that mind meets mind, from east and 
west and from north and south; and while we look at things 
from different angles, we discover, for the first time, many 
of us, that there is another side to every question. As we 
meet together in the contact of mind and mind we discover 
that we are able to take broader views. I said in opposition 
and I say it now that, while I believed the Liberal party 
would win, I had no fear that the Progressive party would do 
any great wrong to this country. I believed a sense of sober- 
ness would come to all men placed in a position of responsi- 
bility and would lead those men to apply moderately the doc- 
trines to which they had committed themselves. So I say, 
in all sincerity, if hon. gentlemen of the Progressives were 
standing in our place to-day, they would be obliged to pursue 
a policy very much along the line of that which we are trying 
to follow now. It is a policy of moderation, a policy which 
conforms entirely to the resolution that I have read. 

Very much attention has been called to the fact that 
although we make small reductions in the tariff, we have 
increased the sales tax, and emphasis is laid on that fact. 
The sales tax and the customs tax are two different things. 
No matter what customs duty you might have at the present 
time, you would need to have a sales tax. The hon. member 
for Marquette expressed his disapproval of the principle of 
the sales tax, and that is a fair matter of opinion; but to the 
best of my recollection, he did not propose any substitute for 
it. Last year we received $60,000,000 from the sales tax. 
We are increasing it one-half, and this year we expect to get 
$90,000,000 and possibly $100,000,000 from that tax. One 
or two hon. gentlemen in the Progressive party have suggested 
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other things. One suggested a land tax, another an inherit- 
ance tax. There may be merit in either or both of these sug- 
gestions; but they are not what we might call “ready 
reckoners ”; they would not yield money very quickly. We 
have not the machinery to establish a land tax, and even an 
inheritance tax would not bring us much revenue in a hurry. 
Death is sure; but sometimes it is slow, and I am not sure that 
either by an inheritance tax or a land tax we could get much 
money in this year of our Lord. I am not condemning either 
of those taxes. I regret to say that all that we can get out of 
these proposed new taxes will still leave us short of money at 
the end of the year; whoever may stand in my place a year 
hence will probably have to devise new taxes, and, perhaps, 
some of the suggestions coming to us to-day will be found to 
be exceedingly useful. Therefore, because a tax is not adopted 
to-day, it does not follow that it may not have to be adopted 
at no distant date. . 

As regards the question of the tariff proposals, I think 
my hon. friends of the Progressive party should have given 
the matter more consideration. They should not be antagon- 
istic to them; they should regard them as being in their own 
direction, although they do not go as far as they wish the 
reductions to go. The leader of the Opposition (Mr. Meighen) 
and the ex-Minister of Finance (Sir Henry Drayton) have 
both treated the reductions that we make as small things. The 
leader of the Opposition said that they were microscopic; the 
ex-Minister of Finance said that they were so unimportant that 
they were hardly worth mentioning, and I think it was the 
hon. member for West Toronto (Mr. Hocken) who said that 
they were piffling. Well, I hope they will tell that same story 
when they go back to the manufacturers of the country and 
when they are asked what they think of this thing; but I get 
an inkling of what they will say then, because before the 
leader of the Opposition had finished his speech, he pictured, 
and called the attention of the hon. member for Brantford (Mr. 
Raymond) to what he said was a fact, that as a consequence 
of these reductions, microscopic and piffling, the workmen of 
Brantford were going to walk the streets in idleness. When 
he goes to the manufacturing districts, he will not find that 
these are viewed as mild or piffling reductions. They are re- 
ductions which account for a great deal. Two and a half per 
cent off an item in a manufacturing industry is often regarded 
as a very serious injury, and I know to-day there are many 
interests in Canada which are alarmed at the reductions that 
are made. I think their alarm is needless. Capital is usually 
easily alarmed; manufacturers are easily alarmed. 
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I remember that two days before the budget of 1897 was 
brought down, I was waited upon by a deputation of bankers. 
I do not think I have ever made this statement in public before. 
They came to me and pleaded that we should not touch the 
tariff at all. They pointed out, as men always do, the inter- 
blending and the interdependence of interests. It was not the 
manufacturer alone; it was the banker, the labourer, the mer- 
chant. All interests were interwoven into a network, and if 
we touched the tariff at all, dreadful things would happen. 
If we had acted on their views, we would have made no changes 
at all. We made changes, important changes, as I shall pro- 
ceed to show. What happened? Was the business of the 
country ruined? How far the tariff had anything to do with 
the matter, I will not venture to say, because it is not for me 
to boast. But for many years afterwards, the business of 
Canada flourished as it had not flourished for years before. 
So, if there are manufacturers who are disturbed over this, I 
ask them to look back to the records of 1897 and to remember 
that the alarm which they then felt was uncalled for, and it is 

unealled for to-day. 
We have been delving into ancient history in this matter. 
I am not sure that that is very profitable; but if we are to have 
ancient history, we had better have it correctly. The state- 
ment has been frequently made in this discussion that the 
Liberal party in 1897 made no material changes in the tariff. 
Perhaps, when men hear a statement made first, they do not 
look into it closely; but when they hear it made a dozen times, 
they begin to believe it. I suppose that when my hon. friend 
from West Toronto, who is a decent, respectable and God-fear- 
ing man, stated the other day in this House that the Liberal 
party in 1897 adopted the tariff of Sir John A. Macdonald, 
he was repeating an ancient fabrication which at one time he 
had heard, and which possibly had gradually grown upon him 
until he believed it himself. There is no shadow of founda- 
tion for such a statement. The Liberal tariff of 1897 was not 
the tariff policy of Sir John A. Macdonald. It made important 
changes. To begin with, it introduced the British preference. 
Did that distinguished statesman ever introduce such a tariff ? 
Yet, my hon. friend from Toronto only echoes what other people 
have said when he declares that in 1897 we simply adopted 
the Conservative tariff policy. But that was not all. The 
sritish preference itself brought considerable reductions in 
the tariff, but beyond that there was a long list of reductions, 
and substantial reductions, made by the dozen in the general 
tariff at that time. Therefore, when we are told that the 
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Liberal tariff policy of 1897 was a policy adopted from the 
Conservative party, I want to tell my Conservative friends 
who make that statement that they are simply repeating an 
ancient fabrication which never had any foundation, and which 
should no longer be imposed upon this House. I could read 
the items if I had time. 


Mr. MEIGHEN: That statement was embodied in the 
campaign literature of hon. gentlemen behind my hon. friend, 
including the hon. member for St. Antoine (Mr. Mitchell) in 
the last election. 


Mr. FIELDING: What statement ? 


Mr. MEIGHEN: The statement which my hon. friend 
has just denounced as a fabrication. 


Mr. FIELDING: I have never seen it in that form. I 
have never heard it made by any Liberal; I have always heard 
it made by my Conservative friends. I am willing to be gen- 
erous and to believe that they are misinformed, and that gradu- 
ally the thing has grown upon them until they imagine it to 
be a fact. 

I think that instead of undertaking to prove what the 
Liberals said at the time I might do as well by producing 
another witness. It will be remembered that at that time the 
leader of the Conservative party was Sir Charles Tupper. 
Now, bear in mind that we are told that the policy we adopted 
was the policy of the Conservative party; it is said that we 
were merely continuing the National Policy. I was under the 
impression, Mr. Speaker, that I had by me the extract from 
the speech of Sir Charles Tupper, but I find that it is not 
among my papers. However, I remember distinctly hearing 
Sir Charles Tupper denounce that policy. He declared that a 
greater crime could not very well be committed against the 
industries of Canada than was to be found in the tariff of 
1897. He said, virtually, “I have heard the sorrowful wail 
of the manufacturers and the workmen of the city of Montreal 
rising up in protest against this tariff.” Well, if it was the 
National Policy, the old Conservative policy, if there was no 
material change from that policy, why in the world did that 
veteran leader of that day find it necessary to denounce it as 
a crime against the industries of the country? I am going to 
ask my hon. friend from Toronto to forget that dream of his 
and never to repeat that ancient proposition. 

Now, we have heard in this debate a good deal about reci- 
procity. I am glad we have, and we shall hear more about 
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it again. And there we have another broad line of demarea- 
tion between the official Opposition and ourselves. My right 
hon. friend the leader of the Opposition (Mr. Meighen) has 
said distinctly that he does not want any reciprocity. Well, I 
am glad to have that open confession. He gets back to the old 
slogan: “No truck or trade with the Yankees.” I am glad 
to have the statement from him, if it is his view. 


Mr. MEIGHEN: I cannot sit while my hon. friend mis- 
represents me. I stated that I was opposed to any extensive 
reciprocal arrangement with the United States, but I have 
never used the words, “ No truck or trade with the Yankees,” 
nor have I ever heard any one on this side, supporting this 
party, use that expression. I have only heard the hon. gentle- 


man himself make use of it in seeking to put up a shadow that 
he might knock down. 


Mr. FIELDING: I never attributed to the right hon. 
gentleman the words “ No truck or trade with the Yankees,” 
but the sentiment is there. Those words express the senti- 
ment of the Conservative party. 


Mr. MEIGHEN: Oh, no. 
Mr. BUREAU: It was the Conservative slogan of 1911. 


Mr. FIELDING: Will the right hon. gentleman deny that 
in the debate the other day he said that we had reciprocity and 
it took years to recover from it?’ Why did we have to recover 
from it? And who tried to recover from it? From the time 
we had reciprocity, between 1854 and 1866, up to the time 
the Tory party were driven out of power in 1896, ‘there never 
was a leading public man in Canada, Grit or Tory, who did 
not stand for reciprocity. My right hon. friend says that it 
took ns years to recover from the effects of that reciprocal agree- 
ment. How and where does he get his evidence in support of 
that statement? I repeat, Sir, that there was never a public 
man, either Grit or Tory, who sat in the seats of government 
during all that period who did not stand for reciprocity. Did 
they not send delegate after delegate to Washington, almost 
beggiag for reciprocity? Yet we are told now that it took 
us years to recover from reciprocity. If it was an evil from 
which it was considered desirable, in the interests of the coun- 
try, that we should recover as quickly as possible, why did the 
Conservative party go begging for reciprocity ? 

Mr. MEIGHEN: That was during the period of 
recovery. From the breaking of the pact, those pilgrimages 
ceased, and Sir Wilfrid Laurier announced that they had 
ceased for good. 
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Mr. FIELDING: He stated that we would not go to 
Washington, and he was right. And we did not go to Wash- 
ington; Washington came to us. Washington sent her dele- 
gates to us after years, as we thought, of ungenerous treatment. 
Washington sent to Ottawa delegates who said: “ Never mind 
the past, we are prepared to meet you in a fair spirit now.” 
Were we right or wrong, then, in treating with them? What 
would this country have said if we had replied to those dele- 
gates: “Get you gone. You quarrelled with us in bygone 
days and refused to consider terms with us. Go away; we 
will have no truck or trade with you at all.” What would the 
country have thought had we made any such reply? That 
would have been the attitude of the Conservative party, how- 
ever, if I understand, and am to judge by, their position to-day. 
Now we have a clear understanding from hon. gentlemen 
opposite; they do not want reciprocity. Indeed, Sir, it may 
now le a difficult thing for us to secure reciprocity; I am 
afraid we lost the golden opportunity in 1911. It will not 
come again, I fear, but if it does come, there is this difference 
between our friends opposite and us. We, the Liberal party, 
say that if at any moment our American neighbours are pre- 
pared to meet us in the spirit in which they came to us in 1910 
and 1911 we are ready to discuss the matter with them, with 
a willingness to make a satisfactory arrangement so long as 
we protect the interests of Canada just as we did in 1911. 
My right hon. friend and his associates, on the other hand, 
take ihe opposite stand. They say: “Don’t come; keep off 
the grass!” And that is a big enough and broad enough 
difference to divide two parties in this country. I do not 
hesitate to say that, in my judgment, any political party that 
deliberately declares that it does not want to establish friendly 
and better trade relations with the great Republic beside us 
can never win the confidence of the people of this Dominion. 
Hon. members of this House have been discussing to-night 
the estimates of my hon. friend the Minister of Trade and 
Commerce (Mr. Robb). Let them take up that little booklet 
his department issues, “ Commercial Intelligence,” if that is 
the proper title, and they will find therein a list of men whom 
we are sending out with the object of helping to encourage 
trade between other countries and Canada. We have these 
men in Enrope, in Asia, in Africa, in fact all over the wide 
world, and we want trade from all these various countries. 
But right alongside us are 110,000,000 ofthe richest people 
on earth; and what are we told? Hon. gentlemen opposite 
would tell them we do not want to trade with them. I say 
that it is in the interest of Canada and, indeed, of the Empire, 
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that we should cultivate friendly relations with this great 
nation beside us, and my only fear is that we have lost our 
opportunity. But let it be known that there is this broad line 
between hon. gentlemen opposite and ourselves, that when the 
same opportunity comes again we shall be ready to grasp it, 
while they say they do not want to have anything to do with 
the United States on any such conditions. That is a big ques- 
tion. I had occasion to diseuss this matter some years ago, 
and while I do not often indulge in the vanity of quoting from 
speeches of my own, I shall venture to do so to-night. 


Mr. GRAHAM: You cannot do better. 


Mr. FIELDING: During the campaign of 1911 I 
addressed a meeting in Windsor Hall, Montreal, and I am 
going to ask the indulgence of the House while I read a 
passage or two from that speech, which I think has a bearing 
on th> present situation in Canada. I said: 


Four years ago, I think it was, I had the pleasure of addressing 
a meeting in this same hall, at which I ventured to discuss the ques- 
tion of the tariff in its relation to East and West. I would like to 
quote for you a passage in my speech then, but I will give you the 
substance of it. I ventured to point out to the manufacturers of 
Canada that it was a mistake for them to array themselves in anta- 
gonism to the people of the western provinces. That opinion I want 
to express again to-day. There is the danger that East and West 
may be brought into antagonism. The danger is not to be found in 
reciprocity itself, but the danger is that the manufacturing interests 
of this country and their allied moneyed interests will array them- 
selves in hostility to the growing feeling of the western farmers. 
Don’t make any mistake about it—the day is within sight of the 
younger men here, and of some who are not so young, when there 
will be more people west of the Great Lakes than east of the Great 
Lakes. The West is going some day to dominate Canada, and we 
who live in the East, if we are wise, may as well look ahead and see 
this. What kind of a West is it to be? Is it to be a wise and 
prudent and sympathetic West, or it is to be a rash and reckless and 
dangerous West? The answer can be made by the manufacturers 
of the Dominion and the allied moneyed interests to-day. I do not 
hesitate to say that with proper care, with fair treatment, with 
reasonable argument, we can bring the western farmer to be 
sympathetic and to be willing to work in harmony with the people 
of this eastern country, who have done so much for the building up 
of the West. 

A Voice: Will there be no factories in the West? 

Hon. Mr. Fielding: That is a very proper question to ask. Cer- 
tainly there will be factories in the West. But I think the gentleman 
will agree with me that while factories will grow as they grow 
everywhere with population, for the present and in the early future 
agriculture is to be the dominant force in that Western land. My 
friend will admit that. There will come factories, but for the present 
and for the future, and may be for the future far ahead, the agricul- 
tural interest is going to dominate that country. We must consider 
whether we are going to antagonize and irritate that interest or 
whether we are going to meet them as brethren and deal out to them 
fair consideration. 


Then after some further remarks, I said :— 


Now, I believe that if we meet the farmers in a right spirit, if 
we point out their extreme views, as we have to point out their 
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extreme views when they insist on free agricultural implements, if, 
I say, you meet these people in the right spirit, if you reasen with 
them, if you let them understand that you are not trying to oppress 
them, if you give them a kind and sympathetic hand, they will be 
disposed to be more reasonable and fair and to take their full share 
of the burden of developing our vast Dominion. 

But suppose you do not do that. Suppose the manufacturers 
should organize to-day with their money to defeat this agreement, I 
want to tell you, my brethren, that there will grow up in that 
western country a dangerous feeling. Don’t make any mistake about 
it. I beg the manufacturers of this country—I always talk frankly 
to them and I am doing so now—I beg them not to range themselves 
up against the farmers of the West. The manufacturers are not 
hurt; they are more frightened than hurt. I give it to you as my 
opinion, worth much or worth little, that if by the forces of the 
manufacturers this agreement be destroyed, there will grow up in 
that western country a feeling that will be dangerous to the manu- 
facturing interests of Canada and dangerous to the welfare of this 
Dominion. 

That was eleven years ago, Mr. Speaker, and I do not 
hesitate to say that while other causes may have had an in- 
fluence in upsetting the western pecple, if I may so express 
it, yet the gravest charge the western people were able to 
bring against eastern Canada was that that reciprocity agree- 
ment, which gave them some help, was destroyed by the atti- 
tude of the manufacturers and their allied moneyed interests. 
In the West, if there is unrest to-day, if we have men in that 
western country saying things against the integrity of the 
Dominion, make no mistake, you can trace their origin to the 
fatal error made by eastern Canada in 1911. I do not want 
to dwell further on that question of reciprocity, but I should 
like you distinctly to understand that we accept the broad 
issue that is laid down on that question. 

A curious phase of this debate has been the picture pre- 
sented to us of the industrial condition of Germany. There 
is an economic condition in Germany to which our attention 
must be drawn. But it seems to me that hon. gentlemen 
opposite have not been content to deal with the economic 
question only; they have traded, if I may say so, on the anti- 
German feeling. Now, undoubtedly the picture they present 
is this. Germany has a remarkable depreciation of the mark. 
But Germany is prosperous, her people are willing to work 
long hours for low wages, industry is humming, business is 
good, and Germany is flourishing, because the mark has depre- 
ciated. Well, if that is true, what fools we mortals be in 
Canada and the rest of the world! Here we have been strug- 
gling to keep our credit good, here we have been fighting to 
make our dollar 100 per cent, and when a few months ago 
our dollar in New York was worth 15 cents less than par we 
did not know whether to be angry or sorry, but we all felt it 
was something to regret; and when a few days ago my hon. 
friend from Marquette mentioned incidentally in debate that 
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he was glad to know our dollar to-day is worth almost par the 
sentiment was applauded all over the House. Evidently we 
are wrong; we should be sorry that the Canadian dollar is 
worth 994 cents to-day, for if worth only 50 cents, 40 cents, 
10 cents, then, according to this picture of Germany, we 
would be in a happy and prosperous condition. Well, I refuse 
to believe that. ’ 

There is a situation in Germany which demands some 
attention. It is an economic law, which usually is found in 
operation, that where a country’s currency is severely depre- 
ciated, that depreciation, if not accompanied, is soon followed 
by a corresponding advance in the price of commodities and 
wages. There is to-day a race on in Germany betiveen the 
continued depreciation of the mark and the relative advance 
in the price of commodities and wages. At present the mark 
has won. It used to be that about 44 marks would buy a gold 
dollar; to-day it would take nearly 300 marks. That is a 
condition which cannot continue much longer. There is now 
coming an increase in the price of commodities and wages, 
and there ean be no doubt that as the months roll on that 
increase will be very pronounced, and when conditions become 
very bad we will not of course hear such glowing reports of 
German prosperity. 

However, there is that economic condition to which atten- 
tion must be drawn. But, as I remarked a moment ago, my 
hon. friends have not been content with calling attention to 
that economic condition; they have tried to drag in all the 
horrors of the war. I think it was my hon. friend from Van- 
couver (Mr. Stevens) who pictured the horrors of the war 
and asked: Are we going to trade with these German people ? 
And my hon. friend from St. John (Mr. Baxter) went fur- 
ther, if I am not mistaken; he thundered his denunciations 
against the Germans and asked beseechingly: Are we going 
to trade with these Germans? Every other nation in the 
world is trying to trade with the Germans to-day, and we 
should not be too proud to trade with them. I have an indi- 
vidual right as a citizen to say whether or not I want to buy 
German goods, and I know what my preference is in the mat- 
ter; but as a nation we have no right to legislate against Ger- 
many. 

“My hon. friend from St. John paid a high compliment— 
and one which I am sure we all admired—to his leader, and 
declared his loyalty and devotion to him, but before he finished 
his speech he denounced in vigorous terms one of the great 
acts of his leader’s career, at least the Conservative party think 
it so, that is the Treaty of Versailles. When my hon. friend 
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waves the bloody shirt and thunders out his denunciation 
against what he terms the premature peace, and regrets that 
the cities of Germany were not devastated as were the cities 
of France—when he does all that, I tell him he is denouncing 
his leader, because that leader and his friends were the people 
who brought about that peace. 


Thou canst not say I did it! Never shake thy gory locks at me! 


I was not one of those who joined in the joy-ride to Paris, 
nor did any colleague of mine, when our friends opposite went 
through the amusing farce of pretending to negotiate the peace 
treaty. Be it good or be it bad, I had no responsibility in the 
matter. They are the men who signed, sealed and delivered that 
document, which on the first page declared that its purpose was 
to put an end to the state of war and bring about between 
Germany and the allied countries, including Canada, a firm, 
just and durable peace. That is what my hon. friend’s leader 
and his colleagues did. But they did more than that—they 
wasted $1,000,000 of the money of the people of Canada in a 
special session of Parliament for the purpose of approving 
that treaty—about as useful and necessary a proceeding as 
the fifth wheel of a coach. However that may be, they signed, 
sealed and delivered that bond, and declared that Canada and 
the Empire were at peace with Germany. Now they come here 
and talk about the harm that would be done if we trade with 
Germany. I am not more anxious to trade with Germany than 
other people, but in view of their action at Versailles I do not 
like to see my hon. friend waving the bloody shirt and denoune- 
ing Germany. We have made our peace with Germany and 
we ought to treat her decently; and that is all I propose to do. 

Now, on the economic question relating to Germany, 
much can be said. The German mark is worth to-day one- 
third of a cent; under normal conditions it was worth 23 cents 
and a fraction. By the act of last year the government declared 
that for customs duty purposes it should be valued at 12 cents— 
for convenience I take that figure as half of the 23 cents and 
a fraction. The hon. member for Centre Vancouver, who gave 
much attention to this matter the other day, rather held that 
that was a mistake; that if anything the percentage was too 
high; it was piling on the taxes too heavily. He said it might 
be better to make the percentage 35, and there is merit in that 
suggestion. After studying this question we have formed a 
conclusion of our own as to what will be the best method of 
dealing with this matter, and at a later stage of my remarks 
I will inform the House what that is. 
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It has been stated over and over again that we are taking 
off 24 per cent on agricultural implements and adding a certain 
percentage by way of sales tax. Now, I want to put a fair 
question, and I will put it to my hon. friend from Vancouver, 
who generally takes a fair view of these things when politics 
allow him to do so. Does my hon. friend say that we can carry 
on efficiently the government of Canada and meet our obliga- 
tions without new taxation? He will not say that; I am sure 
he would admit at once that if we are to meet our obligations— 
I do not say whose obligations they are; I am not making any 
point in that regard; they are the obligations of Canada—if 
we are to meet those obligations; if we are to pay interest, if 
we are to pay our pensions, if we are to make provision decently 
at all for the public service of the country, we must have in- 
creased taxation. That being the case, why alarm the people 
saying we are taking off 24 per cent and piling the taxation on 
in the form of sales tax ? 

Hon. gentlemen opposite are constantly saying that the 
sales tax hits everybody. I think it was the hon. member for 
Carleton-Victoria who said the other day that the sales tax affects 
one hundred per cent of the people. Now, that is rather a magni- 
fied statement. There is a very large list of exemptions from 
the sales tax, chiefly foodstuffs. The only change we have 
made in the matter is that we have increased the list of exemp- 
tions. I do not see how in the world it can be said that there 
is anything wrong in that respect. We do adopt the sales tax, 
and we increase the amount of it, because the country needs it. 

With further reference to the German business, I think 
one hon. gentleman said that if we had any favours to give in 
this matter we should give them not to Germany, but to our 
friends. Well, one of the misfortunes of this matter of depre- 
ciated currency is that it hits one of our friends. Is Italy our 
friend? Was Italy our ally in the war? In what we are doing 
we are penalizing not only Germany, but Italy as well. 


Mr. STEVENS: If my hon. friend will permit me, the 
suggestion that I made to reduce the percentage to 35 would 
meet the case of Italy. 


Mr. FIELDING: The hon. gentleman’s suggestion as 
far as it went, was a good one, and I have given him credit 
for that. The Italian lira is usually worth the same as the 
French franc, a fraction under 20 cents; I call it 20 for con- 
venience of caleulation. Under the law of Canada, as it was 
last year, goods coming from Italy have been valued for duty 
purposes as if the lira were worth 10 cents. The actual value 
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of the Italian lira was 54 cents, the value for duty purposes 
being, therefore, really doubled. I know there is trouble in 
connection with these depreciated currencies, but I would like 
to point out that it is not only Germany that is hit; it reaches 
Italy also, one of our friends. I will come to that a little later 
and suggest what I think will be a reasonable way of meeting 
the difficulty. 

I have been surprised to be told that this is a protectionist 
budget. I cannot understand the logic of that statement. With 
the exception of one or two items in relation to tobacco for 
purely revenue purposes, every change that is made in this 
budget is a downward revision of taxation. How can anybody 
make a protectionist budget out of a reduction of taxation ? 
Is this to be the final word? There is no finality in politics. 
I say again, with all due respect to my Progressive friends, 
that if they stood in our place to-night they would not be able 
to go any further than we have gone. Whether we shall be 
able to go further another time is a question that we must 
leave to the future. But let me add this: You know the mind 
of our Conservative friends; you know the direction in which 
they are looking in regard to the tariff, and you know the direc- 
tion in which the Liberal party has been looking through all 
the years. That is the direction in which they will continue 
to look. 


Mr. MEIGHEN: Is not all my hon. friend says with 
regard to this budget true of the 1919 budget ? 


Mr. FIELDING: Well, I have not studied the 1919 
budget. 


Mr. MEIGHEN: Everything a reduction, and the hon. 
gentleman opposed it. 


Mr. FIELDING: I do not think the hon. gentleman 
will find that I opposed any reduction at all. 


Mr. MEIGHEN: Opposed the budget. 


Mr. FIELDING: No, I think my hon. friend will find 
he is mistaken in that view. However, I am more interested 
in the budget of 1922 than I am in the budget of 1919, though 
I do not mind a little delving into ancient literature for the 
purpose of trying to correct the errors that have been made. 

I think it was the hon. member for East Lambton (Mr. 
Fansher) who dwelt on the payment of drawbacks to various 
companies, and he saw in this some great wrong. Why, he 
said, “ You have paid half a million dollars by way of draw- 
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back to the Ford Motor Company, and a million and a half to 
the Atlantic Sugar Refineries, but I have seen no drawback 
paid to the beet sugar people.” Well, as the beet sugar people 
had not paid a cent into the treasury they could not very well 
have any drawback. There are two phases of that matter to 
which I want to give a little attention by way of explanation. 
If my hon. friends have not already heard it, they will see 
at once that the explanation is very simple and that there is no 
favouring anybody in these drawbacks. First, in regard to 
the Atlantic Sugar Refineries, I may point out the duty on 
sugar varies according to the character and quality of the 
sugar. When a cargo of sugar arrives at Montreal or Halifax, 
it would be a great convenience if you could then and there 
determine the amount of duty to be paid and settle the matter 
forthwith. But you cannot do that; it takes time, and in the 
meantime the steamer is lying at the wharf and expense is 
being incurred. Now, common sense generally prevails in 
government matters; I will say that even of my hon. friends 
when they were in power, because they did have some common 
sense policies. What they do is this: There are two tests in 
the sugar business. There is the colour test, which is called 
the Dutch standard, the value of the sugar being judged by its 
colour, and there is another test of the strength of the sugar 
which is called the polariscope test. It takes time to apply 
these tests and to ascertain exactly the rate of duty to be paid 
on a cargo of sugar. So the customs people say: “ We will 
let you pay your duty now at the very highest rate which can 
apply; we want to take no chances. Then we will test the 
sugar, and if it is found that your sugar is not valued as high 
as that, you will be entitled to a refund.” Is that reasonable ? 
Is that businesslike? Is is simply a refund of duty that was 
overpaid by the Atlantic Sugar Refineries. Is there any- 
thing wrong in that? I think it is a businesslike transaction 
from beginning to end. 

Now, let us turn to the question of drawbacks made to 
the Ford Motor Company. In every case it will be found that 
the drawback paid to the Ford Motor Company was for exports. 
It is a principle of our Canadian law, and I think it is a prin- 
ciple of commercial law everywhere, that you levy your taxes 
upon consumption in your country. If an article comes into 
the country and enters into consumption, it is taxed; if it does 
not enter into consumption, it is not taxed. Suppose two 
bales of goods are landed on the wharf at Montreal. One of 
them goes into warehouse and awaits the judgment of the 
owner, who next day or next week makes up his mind to send 
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it off to the West Indies. It goes out; no tax is paid on it. 
Tt nas contributed nothing to Canada except the labour of the 
men who handled it in taking it off the ship and putting it in 
the warehouse; it is simply passing through. ‘That is reason- 
alle; you do not want to collect duty on goods in transit. 
Well, the man who owns the other bale of goods says: “ [ will 
not jeave that bale in the warehouse. I will send it up to the 
factory; I will put it through the mill; I will give emplcy- 
ment to people; I will turn it into manufactured goods; and 
then I will send it out to the West Indies.” Is he not then 
entitled to a drawback on the duty he has paid? Is he to he 
penatized because he gave employment to a large number of 
people? The other man passed his bale out of customs, but 
he gave no employment. The first man, for his own selfish 
profit, of course—this is a selfish world—takes that bale of 
materials, puts it through his factories, and does other things 
to it. He pays a duty on it and then when it is ready to be 
exported abroad, he says: “That has not been consumed in 
Canada, that is going away to the West Indies; I am entitled 
to a drawback,” and so he is. 


Mr. MORRISON: What was the manufacturer’s object 
in importing the raw material and manufacturing it; was it 
not to make a profit on it? 


Mr. FIELDING: Yes, and he paid the duty when he 


brought it in. 


Mr. MORRISON: And he gets a drawback when he 


exports it? 


Mr. FIELDING: Of course, but if wealthy the income 
tax man will reach him. But after all, in that particular 
transaction what he has done has been a benefit to Canada. 
That is the difference betwen one man and the other. The 
other man pays no duty but does not do anything for the 
benefit of Canada. This man manufactures the material in 
his factory and benefits Canada to the extent of the labour he 
has employed and the business he has caused to be done. That 
is the whole story, Mr. Speaker, of the drawbacks and the 
refunds. There is no favour to anybody in the matter. It 
is a business transaction, it has been going on for years, and 
it will be going on for years even when my good friends the 
Progressives come into power, as I suppose they will one of 
these days. 

Now I do not wish to detain the House any longer, but 
I ought to say a little on the amendment of my hon. friends 
the leaders of the Opposition. It was described by the 
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hon. member for Springfield (Mr. Hoey) as being unworthy 
of a great party. That may have seemed to be a harsh criti- 
cism but really I do not think it was too harsh. The great 
Conservative party has been capable of great things and it 
ought not to descend to little things. With respect to the 
budget, let them, at this time in our history, establish some 
principle and lay down some policy, and do something more 
than indulge in mere nagging and scolding. That is all my 
right hon. friend has done; he scolds the Government. He 
stresses the policy laid down in the Liberal platform in 1919 
and inquires “Is that statement true?’ There are some state- 
ments in it that are true. “Is this budget to-day rigidly 
complying with the Liberal platform of 1919?’ he inquires. 
No, ncbody ever expected it to do so. 


Some hon. MEMBER: Oh, oh. 


Mr. FIELDING: I do not believe the Liberal platform 
of 1919 played any considerable part in the election campaign 
last winter. 


Some hon. MEMBER: Oh, oh. 


Mr. FIELDING: I never mentioned it, I never heard it 
mentioned; it was never discussed in any election in which I 
took vart. I know from reading the press, however, that my 
Conservative friends referred to it. It was always the tariff 
they talked about and the Liberal platform of 1919, and they 
generally talked in that way for two reasons: The first was in 
order to declare that the Liberals were not living up to that 
platform; and they pointed to this, that, and the other constitu- 
ency where they alleged somebody was saying something that 
was not in harmony with the Liberal platform, and therefore 
they argued “ The Liberal platform is dead and gone.” The 
other reason they referred to it was to enable them to take 
the stand that if the Liberal platform was adopted the country 
would be ruined. I do not think the Liberal platform of 1919 
had any material result in influencing the election. The elec- 
tion did turn upon the general tariff policy, but I am going 
to say frankly I do not think that was the reason the people 
voted so enthusiastically for the Liberal party. J think 
something else was responsible for their enthusiasm. They 
made up their minds that whatever was going to happen they 
were not going to have any more of the Tory government. 

My right hon. friend the leader of the Opposition, who 
was then the Prime Minister, made a tour of Canada. We 
will all do him the justice to say he worked very hard. He 
worked very hard and it was greatly to his credit; he travelled 
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the country from ocean to ocean; he was engaged in address- 
ing meetings morning, noon and night. Everything that he 
has told us here about the sins of the Liberal party he told 
on the hustings repeatedly; he repeated it, as I say, morning, 
noon and night. I do not like to say that the people did not 
believe him, but what they probably said to themselves was 
this: “‘ Perhaps these Liberals are no better than they ought 
to be; perhaps these Progressives are worse, but we will take 
the chance rather than have the Meighen government again.” 
That seems to be responsible for the whole result, that is the 
explanation of the whole thing. If we had been hearing 
something new about this Liberal platform of 1919 I might 
be able to draw some other inference. But it was not a new 
story; we had heard it not only in the House but on every 
hustings in Canada. I will do my right hon. friend the jus- 
tice of saying that he told the people on every platform in 
Canada all the things he has been telling us here and they 
said: ‘ Perhaps it is true but we will take no chances; we 
will get rid of the Meighen government.” That was the up- 
shot of the whole matter. 

Now, Mr. Speaker, I desire to call your attention to 
some proposed amendments in the resolutions of which I have 
already given notice. What I propose to do is to lay on the 
Table resolutions in amendment of those tabled on May 23, 
so that the two may stand separately and by comparing them 
hon. members may see exactly what is proposed. Then, after 
the amendments have, in that way, been laid on the Table by 
way of notice, we will consolidate the two, and in consolidated 
form the resolutions will be considered in committee. In the 
meantime I am sure the House will desire to know at the 
earliest possible moment at least what the most important of 
these amendments are, and it is for that purpose I will detain 
hon. members for a few minutes longer. 

In the resolutions already tabled there is provision for a 
tax on confectionery of 5 per cent. The tax remains but we 
are making a proviso that it shall not apply to “ goods packed 
ready for sale in cartons or other packages bearing the name 
of the manufacturer, selling by retail at 10 cents or less per 
carton, nor to include candy known as ‘ gross goods,’ selling 
by retail at 1 cent.” There is a lot of confectionery that is 
made in molds, and the changing of these molds would be a 
very troublesome and expensive business. I have reason to 
believe, therefore, that this modification will go a long way 
towards removing the objection that was raised. 


Sir HENRY DRAYTON: Is that the same modifiea- 
tion we had before ? 
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Mr. FIELDING: In the sales tax? I think it is along 
the same line. 


Sir HENRY DRAYTON: It seems to be the same. 


Mr. FIELDING: That is right. Of course every in- 
terest that is touched feels badly about it. I would. not care 
to say that every interest is going to be completely satisfied. 
Every interest that is touched feels injured, and comes and 
complains that it has been particularly singled out when it 
has not. However, we are doing the best we can to modify 
cases and meet some of these objections. In levying taxes for 
revenue there is always a danger that you may shoot too high 
and miss your mark; that if you put your tax too high you 
may affect consumption and get less revenue. I rather sub- 
scribe to the doctrine that moderate taxation will give more 
revenue than high taxation. Upon reflection we are going 
to apply that doctrine to some of these things. Now we have 
had representations from day to day from numerous large 
and powerful deputations representing each interest, and we 
have had oceans of correspondence, and we have had the 
benefit of a long debate in this House. It would be strange, 
therefore, if, out of all these things we did not learn something 
and find ground upon which to make some changes. In view 
of all these facts we have decided to propose certain changes 
for your consideration. 

I have already mentioned confectionery. We proposed to 
put a tax of 10 cents a gallon on what are commonly called 
“soft drinks.” Complaint was made that as the resolution 
read it discriminated against the “bottled goods” and turned 
business into the hands of the soda fountain man who escaped. 
What we are proposing here is to take in the soda fountain 
man, applying to him an ad valorem tax of 5 per cent, and as 
respects the remainder we reduce the tax from 10 cents to 5 
cents per gallon. I think the 5 cent tax in this way will largely 
meet the objections that are raised. I do not think it will be 
found necessary to increase the price of the bottle which was 
selling, say at 5 cents; I think the small tax of 5 cents will 
probably be absorbed and not reach the consumer. However, 
that is to be seen in the future. In the case of ale, beer, porter 
and stout, we had proposed a tax of 15 cents per gallon. We 
propose that it shall be reduced to 122 cents. In the case of 
cigarettes, we proposed an increase of excise from $6 to $9 
per thousand. We now make it $7.50 per thousand. 


Sir HENRY DRAYTON: The existing tax on cigarettes 
being how much ? 
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Mr. FIELDING: The excise was $6. We proposed to 
make it $9 and now we are making it $7.50. We are proposing 
to add to the exemptions from the sales tax two items, fer- 
tilizers and dried beet pulp, the fertilizer being what its name 
implies and the dried beet pulp being something the farmers 
will recognize as a cattle food. In the case of the stamp tax, 
the present tax is 2 cents on all cheques. We had proposed to 
make it 2 cents per unit of $50. We still keep that principle 
of a unit of $50 with 2 cents on each $50, but we place a limita- 
tion on it. We provide that the graduated tax shall extend 
up to $5,000 which would mean a tax of $2. It has been shown 
very clearly that very many large transactions, involving ap- 
parently a great deal of money, are handled on exceed- 
ingly small margins, and if these are subject to the 
heavy tax | first proposed, it would really wipe out 
the profits, and would work a _ great ' hardship. We 
propose that the maximum tax shall be $2. The rate will 
remain 2 cents per unit of $50. The large proportion of the 
cheques of the country are $50 or less, and this will remain as 
at present at 2 cents. On all cheques above $50 the graduated 
tax will apply until we reach $5,000. That will mean a sum 
of $2, and from there on there will be no increase. It willbe 
a $2 tax on everything above $5,000. In the case of stock 
transfers there is a tax of 2 cents per share. We had proposed 
to make it 5 cents per share. We now propose to make it 3 
cents per share, but we will include bonds as well as stocks, so 
that we think in that way we will probably have a very slight 
falling off in revenue. 


Sir HENRY DRAYTON: Is that per unit of $100 in 
the case of the bond ? 


Mr. FIELDING: The same as stock. 


Sir HENRY DRAYTON: A unit of $100 in the case 
of a bond 2 


Mr. FIELDING: Yes; it is 2°cents per share already. 
Now we make it 8 cents per share. I have not the exact 
words of the resolution. I think it is intended to make it a 
unit, but I make the statement with that reservation. 

On beet root sugar we proposed an excise tax which would 
have netted 49 cents per 100 pounds. We propose to make it 
24 cents per 100 pounds. 

Canadian raw leaf tobacco has a tax now of 5 cents a 
pound upon it. We did propose to remove that tax, as respects 
the portion of the raw leaf sold to the Canadian factory, 
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because when it goes in there and later on comes out, we get 
the tax on the manufactured article. There remained a tax 
on that portion which was not to be sold to the factory. It has 
been represented to us that there is a very large quantity of 
raw leaf tobacco on hand almost unsaleable, and that where 
they get sale for it, it does not command more than 6 to 10 
cents a pound at the most. It would mean a tax of 5 cents on 
goods which, in some cases, had to be sold at 7 or 8. Therefore, 
we have concluded to abolish the tax altogether. We propose 
to put a tax on receipts. There is an English tax on them now 
of two pence, I think. We propose in the case of receipts that 
up to $10 they shall be exempt, but for every receipt of $10 or 
upwards we propose a tax of 2 cents—simply a straight tax. 
In the case of cigars we had proposed a readjustment of the 
duty the object of which was to make the tax on the cheaper 
cigar a little less, on the medium cigar the same as at present, 
while on the higher priced cigar—the rich man’s cigar—the 
tax would be increased. The duties are somewhat readjusted, 
as will be seen in the notice, but the substance is the same. 
The higher priced cigar will pay a little more, the medium 
cigar will be as at present, and the lower priced cigar will be 
a little cheaper. 


Sir HENRY DRAYTON: That will be a change in the 
classification. Do you continue the exemption of $120? 


Mr. FIELDING: There will be a readjustment of the 
figures, but, substantially, it will be what I say. We are not 
aiming to get more revenue out of it, we are aiming to cheapen 
the lower priced cigar. That is the essence of the whole move- 
ment. To do that the medium priced cigar pays the same, the 
higher priced cigar a little more and the lower priced cigar a 
little less. Any change made is to correspond with that. 

In regard to automobiles, we had proposeed a tax of 5 
per cent to be levied on automobiles up to $1,200 and 10 per 
cent on the larger and more expensive vehicles. We propose 
that the 5 per cent shall apply to all automobiles, up to the 
cost of $1,200, whether they be small or large, and the 10 per 
cent will apply to the excess. The small automobile costing 
$1,200 will pay 5 per cent. The more expensive will pay 5 
per cent up to $1,200 and 10 per cent on the balance. The 
figures are the same, but there is a little readjustment in the 
way they are stated. All bona fide sales of automobiles up to 
the 23rd May shall be made exempt from taxation. ‘That will 
apply not only to automobiles owned in Canada, but to the 
imported automobiles, provided they can prove a bona fide 
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sale, and that they shall be entered into Canada not later than 
the Ist July coming. 

I think I have mentioned all the important items. There 
are some minor ones I will not trouble about. Then there is 
the question of depreciated currency. I have referred to the 
past history of the matter. . The effort of the late government 
was to obtain a standard of valuation by valuing the mark 
and determining what value should be put upon it, having 
regard to various considerations. What we are trying to do 
is this: We are not thinking of the value of the mark, but we 
propose to have the value of the article determined by the 
standard of the English value. If two parcels come into Can- 
ada on the same day, one being from England and one from 
Germany, both of the same character, the value shall be deter- 
mined by the value of the English article, if articles are made 
in England of like class. Where the articles are not made in 
England, and, therefore, you cannot get the English standard 
of value to serve your purpose, you take the value in a neigh- 
bouring country where the currency has no substantial depre- 
ciation. We might take Holland or Switzerland, or some of 
those countries where there is no substantial depreciation. 
The standard is the English value. Whatever is the English 
value of the article we will take as the value of the foreign 
country in any case in which there is a depreciation of cur- 
rency. We have approached it in a different way from my - 
hon. friends opposite, and, perhaps, we shall accomplish the 
same purpose. 

I think I have spoken of all the important changes. I 
need not say that the increase in taxes is not a very agreeable 
thing for any government. I have told more than one friend 
that by the time I get through the budget I do not expect to 
have a friend on earth. But I am going to ask the House and 
the country to regard this budget as an earnest effort to meet 
a condition which however we may regret it, faces us, and 
which we must face seriously and courageously. With all the 
taxes we will get under the new system, we will fall short of 
the needs of the year, and whoever may stand here a year 
hence may have to adopt some other means of taxation. But 
I say that in the budget that we are presenting to the House, 
we have carried taxation about as far as we think the country 
can stand it, and though there will be difference of opinion 
here and there as to the method, we hope that on reflection this 
budget will recommend itself to the country as an earnest 
effort to meet conditions which face us, and which, I am sure, 
we all agree must be faced bravely and courageously. 
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RESOLUTIONS OF MAY 23rn, AS AMENDED BY RESOLU- 
TIONS OF JUNE 12, 1922 


CUSTOMS ACT 


1. Resolved, That it is expedient to amend The Customs Act and 
Amending Acts, including The Department of Customs and Excise 
Act (chapter twenty-six of the Statutes of 1921), as follows:— 


1. By repealing section six of The Department of Customs and 
Excise Act, being chapter twenty-six of the Statutes of 1921, and 
amending section thirty-one of the said Customs Act accordingly. 

2. By repealing section seven of The Department of Customs and 
Excise Act aforesaid, and amending section forty of the said Customs 
Act accordingly. 

3. By amending section fifty-nine of the said Customs Act, as 
follows :— 


(1) By striking out subsection three thereof, and substituting 
therefor the following :— 

“(3) Whenever the value of a currency has not been proclaimed, 
or whenever there is no fixed standard value, or whenever from any 
cause the value of a currency has become depreciated or appreciated, 
there shall be attached to the invoice of the goods imported the eertifi- 
cate of some Consul or Canadian Trade Commissioner, resident in 
such place or country, or the certificate of a bank showing the extent 
of such depreciation or appreciation, or the true value at the time of 
the exportation of the goods of the currency in which such invoice 
is made out, as compared with the standard dollar of Canada: Pro- 
vided that the Collector of Customs and Excise may compute the 
value for duty at the rate of exchange certified by the bank through 
which the same is drawn as current at the time and place when and 
whence the goods were exported to Canada.” 

(2) By amending subsection four of the said section fifty-nine by 
adding after the word “'Consul’s” in the second line thereof the 
words “or Canadian Trade Commissioner’s.” 

(3) By repealing section eight of The Department of Customs 
and Excise Act aforesaid and amending said section fifty-nine accord- 
ingly. 

4, Resolved, That any enactment founded on the foregoing reso- 
lution shall be deemed to have come into force on the twenty-fourth 
day of May, one thousand nine hundred and twenty-two, and to have 
applied to all goods imported or taken out of warehouse for consump- 
tion on and after that day and to have also applied to goods pre- 
viously imported for which no entry for consumption was made before 
that day. 

5. Resolved, That it is expedient to amend section forty of The 
Customs Act by providing that in the case of importations of goods 
the manufacture or produce of a foreign country, the currency of 
which is substantially depreciated, the value for duty shall not be 
less than the value that would be placed on similar goods manufac- 
tured or produced in the United Kingdom and imported from that 
country, if such similar goods are made or produced there. If similar 
goods are not made or produced in the United Kingdom, the value 
for duty shall not be less than the value of similar goods made or 
produced in any European country the currency of which is not 
substantially depreciated. 
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The Minister may determine the value of such goods, and the 
value so determined shall, until otherwise provided, be the value 
upon which the duty on such goods shall be computed and levied 
under regulations prescribed by the Minister. 


6. Resolved, That it is expedient to amend the said Act ‘by add- 
ing at the end of section one hundred and one thereof the following 
proviso :— 

“Provided, however, that upon the entry outwards of 
wines and spirituous liquors to be exported from a Customs 
warehouse either by sea or by land or inland navigation, as 
the case may be, the person entering the same for such purpose 
shall give security by bond of an incorporated Guarantee 'Com- 
pany authorized to do business in Canada and whose bonds are 
acceptable to the Dominion Government, such bond to be in 
form approved by the ‘Minister, in double the duties of importa- 
tion on such goods, that the same shall, when the entry afore- 
said is for exportation by sea, ‘be actually exported to the 
place provided for in said entry, and when the entry afore- 
said is for exportation by land or inland navigation, shall be 
landed and delivered at the place for which they are entered 
outwards, unless in either case the said goods were after leaving 
Canada lost and destroyed, and that such proof or certificate 
that such goods have been so exported, landed or delivered, or 
lost and destroyed, as the case may be, as shall be required 
by any regulation of the Minister, shall be produced to the 
Collector or other proper officer within a period to be appointed 
in such bond. This proviso, however, shall not apply to wines 
and spirituous liquors in a Canadian port, without entry there- 
at for warehouse and for no other purpose than their trans- 
portation in transitu on a through bill of lading, from a port 
outside of Canada to another port of destination outside of 
Canada via a Canadian port or ports.” 


7. Resolved, That it is expedient to amend section one hundred 
and two of the said Act by inserting the words “or in such bond” 
between the word “ exportation” and the word “ there” in the second 
line thereof, and by adding at the end of the said section the words 
“and if security by bond is given, the said bond may be cancelled.” 


CUSTOMS TARIFF 


1. Resolved, That The Customs Tariff, 1907, be amended, by 
repealing Section 12A, added thereto by Section 5 of The Customs 
Tariff Amendment Act, 1921, and ‘by inserting in place thereof the 
following Section :— ; 

12A. The Governor in Council may from time to time as he 
deems it expedient, order that goods of any description or class speci- 
fied in such order, imported into ‘Canada, shall be marked, stamped, 
branded or labelled in legible English or French words, in a con- 
spicuous place that shall not be covered or obscured by any subse- 
quent attachments or arrangements, so as to indicate the country 
of origin. Said marking, stamping, branding, or labelling shall be as 
nearly indelible and permanent as the nature of the goods will permit. 

All orders made by the Governor in Council under this Section 
shall have effect from and after the day on which the same are pub- 
lished in The Canada Gazette, or from and after such later day as 
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is appointed for the purpose in such orders, and during such time 
as is therein expressed, or if no time is expressed for that purpose, 
then until the same are revoked or altered. 


Provided that all such goods imported into Canada after the date 
of the coming into force of any such order of the Governor in Council 
which do not comply with the requirements of such order, shall be 
subject to an additional duty of ten per centum ad valorem to be 
levied on the value for duty purposes, and in addition such goods 
shall not be released from Customs possession until they have been 
so marked, stamped, branded or labelled under Customs supervision 
at the expense of the importer. 


Provided further that if any person shall violate any of the 
provisions so established relating to the marking, stamping, branding 
or labelling of any such imported goods, or shall deface, destroy, 
remove, alter, or obliterate any such marks, stamps, brands or labels, 
with intent to conceal the information given by or contained in such 
marks, stamps, brands or labels, he shall be Hable on summary convic- 
tion to a penalty not exceeding one thousand dollars, or to imprison- 
ment not exceeding one year, or to both fine and imprisonment. 


The Minister of Customs and Excise may make such regulations 
as are deemed necessary for carrying out the provisions of this 
Section and for the enforcement thereof. 


2. Resolved, That schedule A to The Customs Tariff, 1907, as 
amended by Chapter twenty-six of the Statutes of 1914, by Chapter 
five of the Statutes of 1914 (second session), by ‘Chapter seventeen 
of the Statutes of 1918, by ‘Chapter forty-seven of the ‘Statutes of 
1919, by Chapter twenty-seven of the Statutes of 1921, and by Orders 
in Council, be further amended by striking thereout tariff items :—20, 
21, 22, 23, 134, 143, 208, 219a, 220, 326, 398, 399, 427, 445, 446, 446b, 447, 
448, 517, 520, 521, 522, 523, 565, 566, 567, 568, 575, 591, 611, 611a, 
612, 619, 621, 631, 638a, 657a, 660, 682, 705a, the several enumerations 
of goods respectively, and the several rates of duties of Customs, if 
any, set opposite each of said items, and to repeal section (b) of the 
Orders in Council, PC. 2654, dated twenty-seventh day of November, 
1907, designated as item 715 of The Customs Tariff, section 2 (b) of 
Orders in Council, P.C. 16/1556, dated fifth day of June, 1912, desig- 
nated as item 762 of The Customs Tariff, P.C. 224 and P.C. 2/283, 
dated thirtieth day of January, 1919, and P.C. 383, dated twentietn 
day of February, 1919, and to provide that the following items, 
enumerations and rates of duty be inserted in schedule A:— 


British Inter- 


Tariff, — oe Preferential | mediate General 
Items Tariff Tariff Tariff 
20 |\Cocoa paste or “liquor’’ and chocolate 
paste or “‘liquor’’, not sweetened, in 
blocks or cakes, per pound.. hare 3 cents 4 cents 5 cents 
21 |Cocoa paste or “liquor” and chocolate) 
paste or “‘liquor’’, sweetened, in| 
blocks or cakes, not less than two 
pounds in weight, per pound...... ; 4 cents 4} cents 5} cents 


| 


22 |Preparations of cocoa or chocolate in| 


powder form............. | 224 p.c. 274 p.c. 35 p.c. 
| 
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British Inter- 

Tariff a Preferential | mediate General 

Items Tariff Tariff Tariff 
23 |Preparations of cocoa or chocolate, 
n.o.p., and confectionery, coated with 
or containing chocolate, the weight of 
the wrappings and cartons to be in- 
cluded in the weight for duty, per 

POUNG) «ose eceetreriecm eat 13 cents 134 cents 14 cents 

and] 20 p.c. 274 p.c. 35 p.c. 

134 |All sugar above number sixteen Dutch 
standard in colour, and all refined 
sugars of whatever kinds, grades or 
standards, not covered by tariff item 


No. 135, when not exceeding eighty- 
eight degrees of polarization, per one 
hundredipoundsienccac ee ee eer $1.33 $2.00 $2.00 
when exceeding eighty-eight degrees 
but not exceeding eighty-nine degrees, 
per one hundred pounds.............. 
when exceeding eighty-nine degrees 
but not exceeding ninety degrees, per 
Onevhundred. pounds sasenceel- cee $1.37 $2.06 $2.06 
when exceeding ninety degrees but 
not exceeding ninety-one degrees, per 
one hundred poundsy..- eee eee = $1.39 $2.08 $2.08 
when exceeding ninety-one degrees 

but not exceeding ninety-two degrees, 

per one hundred pounds.............- $1.41 $2.12 $2.12 
when exceeding ninety-two degrees 
but not exceeding ninety-three de- 
grees, per one hundred pounds...... $1.48 $2.15 $2.15 
when exceeding ninety-three degrees 
but not exceeding ninety-four degrees, 
per one hundred pounds.............- $1.45 $2.18 $2.18 
when exceeding ninety-four degrees 
but not exceeding ninety-five degrees, 
per one hundred pounds.............-. $1.47 $2.20 $2.20 
when exceeding ninety-five degrees, 
but not exceeding ninety-six degrees, 
per one hundred pounds...........-.. $1.49 $2.24 $2.24 
when exceeding ninety-six degrees 
but not exceeding ninety-seven de- 
grees, per one hundred pounds....... $1.51 $2.27 $2.27 
when exceeding ninety-seven degrees 
but not exceeding  ninety-eight 
degrees, per one hundred pounds...} $1.53 $2.30 $2.30 
when exceeding ninety-eight degrees 
but not exceeding ninety-nine degrees, 
per one hundred pounds.............-] $1.59 $2.39 $2.39 
when exceeding ninety-nine degrees, 

per one hundred pounds..............| $1.59 $2.39 $2.39 


$1.35 $2.03 . $2.03 


Provided that refined sugar shall be 
entitled to entry under the British 
Preferential tariff upon evidence satis- 
factory to the Minister of Customs and 
Excise, that such refined sugar has been 
manufactured wholly from raw sugar 
produced in the British colonies and 
possessions, and not otherwise. 


143 |Cigars, the weight of the bands and 
ribbons to be included in the weight 
for duty.) DOr DOUNG ds. pasties eater $3.90 $3.90 $3.90 
and| 25 p.c. 25 p.e. 25 p.c. 


143a|Cigarettes, the weight of the paper 
covering to be included in the weight 
for duty, per pound............. $4.70 $4.70 $4.70 


“and| 25 p.c. 25 p.c. 25 p.c. 
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197a|Super-calendered or. machine finish 


es of book paper, not coated, 
when used exclusively in the produc- 
tion of magazines, newspapers and 
periodicals printed, published or 
issued regularly, under regulations 
prescribed by the Minister of Cus- 
HOTS ANG MOMMA... occ ajecdics vices 


198a|Coated papers, when used exclusively 


in the production of magazines, 
newspapers and periodicals printed, 
published and issued regularly, under 
regulations prescribed by the Minis- 
ter of Customs and Excise........... 


199a| Paper milk bottle caps, printed or not. 


208 |Boracic acid and borax in packages of 


not less than twenty-five pounds 
weight; hydro-fluosilicic acid; oxalic 
acid; tannic acid; ammonia, sulphate 
of; sal ammoniac and nitrate of am- 
monia; cyanide of potassium; cya- 
nide of sodium and cyanogen brom- 
ide; antimony salts, viz.:—tartar 
emetic, chlorine and lactate (anti- 
monine); arsenous oxide; oxide of 
cobalt; oxide of tin; bichloride of 
tin; tin crystals; oxide of copper; 
precipitate of copper, crude; sulphate 
of copper (blue vitriol); verdigris or 
subacetate of copper, dry; sulphate 
of iron (copperas); sulphate of zinc; 
chloride of zinc; sulphur and brim- 
stone, crude or in roll or flour; cream 
of tartar, in crystals or argols; tar- 
taric acid crystals; iodine, crude; 
bromine; phosphorus; sulphide of 
arsenic; carbon bisulphide........... 


210c|Caustic soda in solution............... 


219a| Non-aleoholic liquid preparations for 


disinfecting, dipping or spraying, 
Ws) eee tee ok, Pare Ba) Se 


220 |All medicinal, chemical and pharma- 


ceutical preparations, compounded of 
more than one substance, including 
patent and proprietary preparations, 
tinctures, pills, powders, troches, 
lozenges, syrups, cordials, bitters, 
anodynes, tonics, plasters, liniments, 
salves, ointments, pastes, drops, 
waters, essences and oils, n.o.p.:— 


Giyn Were ay eer scene Sey e's 


(b) Liquid, when containing not more 
than two and one-half per centum 
PU DPOGL SPATAES oss p 6c vie’s Se eit a 


eT AN ceLUGR ores ees ystens heauee eo 


Provided that drugs, pill-mass and 
preparations, not including pills or med- 
icinal plasters, recognized by the 
British or the United States pharmaco- 
poeia, or the French Codex as officinal, 
shall not be held to be covered by this 
item; 


British 
Preferential 
Tariff 


123 p.c. 


Free 


15 p.c. 


10 p.c. 


20 p.c. 


25 p.c. 
60 p.c. 


Inter- 
mediate General 

Tariff Tariff 
22% p.c - 25 p.c. 
324 p.c 35 p.c. 
25 p.c 274 p.c 
Free Free 
173 p.c. 17% p.c. 
15 p.c. 20 p.c. 
25 p.c. 25 p.c. 
40 p.c. 40 p.c. 
60 p.c. 60 p.c. 


British 
Preferential 
Tariff 


Inter- 
mediate 
Tariff 


General 
Tariff 


Provided, also, that any article in 
this item, containing more than forty 
per cent of proof spirit shall be rated 
for‘dtty atsen..-cnae eee ae per gallon 

an 


236a|Paper refills for sputum cups; paper 
pocket sputum cups...........-.-+++- 


272a|Gasoline -725 specific gravity and 
heavier, but not heavier than -770 
specific gravity at 60 degrees tem- 
rerature; oils, coal and kerosene, dis- 
tilled, known as “‘ engine distillate” 
-725 specific gravity and heavier, but 
not heavier than -770 srecific gravity 
at 60 degrees temperature per gallon.. 


326 |Glass demijohns or carboys, bottles, 
n.o.p., decanters, flasks, phials, glass 
jars and glass balls, lamp chimneys, 
glass shades or globes; cut, pressed, 
moulded or crystal glass tableware, 
decorated or not; blown glass table- 
ware and other cut glass ware....... 


326b|Glass milk bottles............-.-.406- 


344a| Dairy tin hollow-ware, including cans 
for fresh milk or fresh cream; kitchen 
tin hollow-ware, not painted, dec- 
orated Or japanned..<. J. veh. seers 


399 |Wrought or seamless iron or steel 
tubing, plain or galvanized, threaded 
and coupled or not, ten inches or less 
in'diametensn.O-, ceniesenet rien 


427 |Agate, granite or enamelled iron or 
Steel waneceers scolar ciite a eters asters 


445 |Mowing machines, harvesters, self- 
binding or without binders, binding 
attachments, reapers, and complete 
parts thereof, not including shafting 
or malleable iron castings..........-- 


446 |Cultivators, harrows, horse-rakes, 
seed-drills, manure spreaders and 
weeders and complete parts thereof.. 


446b|Ploughs and complete parts thereof... . 


447 |Portable engines with boilers, in com- 
bination, horse-powers and traction 
engines for farm purposes, n.0.p., and| 
complete parts thereof.............. 


447a|Gas or gasoline traction engines for 
farm purposes, valued at not more 
than fourteen hundred dollars each, 
and parts thereof for repairs; traction 
attachments designed and imported 
to be combined with automobiles in 
Canada for use as traction engines for 
farm purposes and parts thereof for 
TOPAIES: ssa Asie eee Mineo ieee Meera 


447b|Wind-stackers, and threshing machine 
separators, including baggers, weigh- 

ers and self-feeders therefor, and 

| complete parts thereof............. 


3 cent 


20 p.c. 


15 p.c. 


123 p.c. 


Free 


= cent 


Free 


$3.00 
30 p.c. 


20 p.c. 


1 cent 


20 p.c. 


30 p.c. 


35 p.c. 


17% p.c. 


Free 
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British 


Tariff —_ | Preferential | 


Items 


448 |Fruit or vegetable grading machines, 
incubators for hatching eggs, brood- 
ersfor rearing young fowl, pruning, 
hooks, pruning shears, hay loaders, 
potato-diggers, fodder or feed cutters, 
grain crushers, fanning mills, hay 
tedders, farm or field rollers, post 
hole diggers, snaths, and other agri- 
cultural implements, n.o.p., and 
complete parts of articles specified 
PE ELE EOE GOMOD «onc oi cletalsyeie a oats sm 


448a|Milking machines, milking machine 
attachments, centrifugal machines' 
for testing butter fat, milk or cream 
and complete parts of articles speci- 
Pett Dy TAS WOM de peewee os ne cece 


448b|Street or road rollers and complete 
parts thereof........6.-.2.seseereee 


453b|Machinery for sawing lumber, up to but 
not including the point of planing, 
and complete parts thereof, not to 
include motive poweYr..........+--+-- 


454a|Adzes, leavers, hatchets, metal 
wedges, sledges, hammers, crowbars, 
cantdogs and track tools, picks, mat- 
tocks, and eyes or poles for the same; 
tools of all kinds, n.o.p..........-+-- 


460a|Plungers or valves made of porcelain 
for pumps to be used exclusively in 
mining operationS.........+..-.0-++ 


517 |Window shade or blind rollers......... 


520 |Batts, batting and sheet wadding of 
wool, cotton or other fibre, cotton 
warps and cotton yarns, dyed or not, 
Fe ane PRR AC ACUTE ae ae 


521 |Grey cotton fabrics and fabrics of flax, 
Binion beds Ou, aa aecmiele ss ober 


522 |White cotton fabrics, and fabrics of 
flax, bleached, n.o.p.; tailors’ hollands 
of linen and towelling of linen or 
cotton in the web, coloured or not.... 


523 |Fabrics of cotton or flax, printed, dyed 
BE GOLOOEOO, NiD:Ds lo cass ens oc. vaseline 


543a| Linen yarn, when imported by manu- 
facturers of tailors’ hollands of linen, 
for use exclusively in the manufac- 
facture of tailors’ hollands of linen 
in their own factories........-....5+ 


565 |Blankets of any material...........-.- 


566 |Flannels, plain, not fancy; fabrics of} 
wool or of cotton and wool, common-| 
ly described and sold as lustres, 
mohair, alpaca and Italian linings.... 


567 |Fabrics, manufactures, wearing apparet 
and ready-made clothing composed 
wholly or in part of wool, worsted, 
the hair of the goat, or other like 
animal, n.o.p.; cloths, doeskins, 
cassimeres, tweeds, coatings, over-| 
coatings and felt cloth, n.o.p.....---.! 


Tariff 


10 p.c. 


15 p.c¢. 


123 p.c. 


Free 


224 p.c. 


20 p.c. 


274 p.c. 


j 
| 
| 
| 
| 


| Tariff 


Inter- 
mediate 


22% p.c. 


224 p.c. 


224 p.c. 


30 p.c. 


Free 


30 p.c. 


30 p.c. 


35 p.c. 


General 
Tariff 


15 p.c. 


25 p.c. 


25 p.c- 


25 p.c. 


324 p.c. 


35 p.c. 


35 p.c. 
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Tariff ——. 
Items 


568 |Knitted undershirts, knitted drawers 
and knitted goods, n.o.p............. 


575 |Embroideries, n.o.p.; lace, n.o.p.; 
braids, n.o.p.; tapes of cotton or 
linen not over one and one-quarter 
inches in width, not including 
measuring tape lines; fringes, n.o.p.; 
cords; elastic, round or flat; 
garter elastic, tassels; handkerchiefs 
of all kinds, lace collars and al! 
manufactures of lace; nets and 
nettings of cotton, linen, silk and 
other material, n.o.p.; shams and 
curtains, when made up, trimmed or 
untrimmed nope oe eae 


575a|Corsets of all kinds; linen or cotton 
clothing soup. deanna eon eee 


575b|Oiled clothing and oiled hats made 
fromycottonvor linen pane een 


581a|Silk cloth woven in the gum, not boiled 
or bleached, measuring not less than 
twenty inches in width, when 
imported for the purpose or being 
dyed and finished in Canada, under 
regulations prescribed by the Minis- 
ter of Customs and Excise. . : 


590a|Aeroplanes and other aircraft and 
complete parts thereof, under regu- 
lations prescribed by the Minister 
of Customs and Excise...........4.. 

And on and after July 1, 1923 


591 |Farm wagons and complete parts thereof 


611 |Boots and shoes, pegged or wire fast- 
ened, with unstitched soles close 
edged... Sos-atn che cone are ae ae 


611a| Boots, shoes, slippers and insoles of any 
material: m-Orpaso epee en eee tees 


612 |Harness and saddlery, including horse 
DOOtS Maas) lane atten eee 


619 |India-rubber clothing and clothing 
made water-proof with india-rubber; 
rubber or gutta “percha hose, and 
cotton or linen hose lined with rubber; 
rubber mats or matting and rubber 
packine si 7a.2e eae en ec eR eee 


621 |Window shade cloth in the piece; 
window shades, cut to size or hem- 
med or mounted on rollers, n.o.p.... 


631 |Collars and cuffs, of cotton, linen, xylon- 
ite, xyolite or celluloid.............. 
638a|Hatters’ bands (not cords) and hat 
sweats; hatters’ tipsand’sides when cut 
to shape; and cashmere when cut to 

shape for underbrims and hat covers. 
All articles in this item when imported 
by hat and cap manufacturers for use 
exclusively in the manufacture of hats 

and caps in their own factories..... 


British 
Preferential 
Tariff 


20 p.c. 


10 p.c. 


20 p.e. 


20 p.c. 


20 p.e. 


Free_ 


323 p.c. 


30 p.c. 


Free. 


35 p.c. 
35 p.c. 


30 p.c. 


30 p.c. 


27% p.c. 
27% p.c. 


173 p.c. 


25 p.c. 


30 p.c. 


30 p.c. 


Free. 


Tariff 
Items 
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British 
Preferential 
Tariff 


Inter- 
mediate 
Tariff 


657a|Cinematograph or moving picture 


films, positives, one and one-eighth 
of an inch in width and over, 
per linear foot 


657b|Special parts, in the rough, when 


imported by manufacturers of cam- 
eras, for use only in the manufacture 
Of MAMAS AM that ea cmaesesat 


660 |Clothes wringers for domestic use, and 


PAKES CHETHOR ate caw cied'y cine 56 e%ales ncies 


682 |Fish hooks, for deep-sea or lake fishing, 


705a 


not smaller in size than number 2-0; 
bank, cod, pollock and mackerel fish 
lines; and mackerel, herring, salmon, 
seal, seine, mullet, net and trawl twine 
in hanks or coil, barked or not,—in 
variety of sizes and threads,—includ- 
ing gilling thread in balls, and head 
ropes for fishing nets; barked mar- 
line, and net norsels of cotton, 
hemp, or flax; and fishing nets or 
seines, and manila rope, not exceeding 
one and one-half inches in circum- 
ference, when used exclusively for the 
fisheries, not to include hooks, lines, 
nets or rope commonly used for 
sportsmen’s purposes.......-.---+--- 


Settlers’ effects, viz.:—Machines, 
vehicles and implements for agricul- 
tural purposes, moved by mechani- 
cal power, and motor vehicles, 
valued at not more than one thousand 
dollars, and boats for fishing purposes 
if actually owned abroad by the settler 
for at least six months before 
his removal to Canada, and subject to 
regulations prescribed by the Min- 
ister of Customs and Excise. Pro- 
vided that the said machines, 
vehicles, implements and boats may 
not be so entered unless brought by 
the settler on his first arrival, and 
shall not be sold or otherwise dis- 
posed of without payment of duty 
until after twelve months’ actual use 
nee EAATINE ere Pe Oy Coste bas 


1} cents 


5 p.c. 


20 p.e. 


Free 


Free 


3 cents 


7 p.c. 


30 p.c. 


Free 


Free 


3 cents 


Free 


Free 
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3. Resolved, That schedule B to The Customs Tariff, 1907, as 
amended by Chapter forty-seven of the Statutes of 1919, be amended 
by striking thereout tariff item 1026, the enumeration of goods, and 
the rate of drawback of customs duties set opposite to the said item, 
and to provide that the following items, enumerations and rates of 
drawback of customs duties be inserted in said schedule B:— 


Portion of Duty 
(Not including 


Special Duty or 
Item Goods When subject to drawback Dumping 
No. Duty) Payable 


as Drawback 


1026 |Materials, including all |When used in the manufacture of 


parts not finished. goods enumerated in tariff 
items 446, 446b, 447b 448 and 
BAB GEE IRE saree es ee 40 p.c. 
1027 |Materials, including all |When used in the manufacture of 
parts not finished. goods enumerated in tariff 
items 447, 448b, and 591....... 30 p.c. 
1028 |Materials, including all |When used in the manufacture of 
parts. goods enumerated in tariff 
temas fai Ase sei slebeiacoetes aA 99 p.c. 


1029 |Hatters’ plush of silk or|When imported by hat and cap 
cotton; and hatters’ bind-| manufacturers and used in the 


ings. manufacture of hats and caps 

in their own factories.......... 99 p.c. 
10304) Materials anaes ccm aeeeaee When used in the manufacture of 
surgical trusses, suspensory 

bandages and elastic hosiery. | 50 p.c. 


4. Resolved, That schedule C (prohibited goods) to The Customs 
Tariff, 1907, shall be amended by adding the following :— 


1214 (a) Common mongoose (Herpestes griseus) or mongoose 
of any kind; 
(6) Common Mynah, Chinese Mynah, Orested Mynah, or 
“any other species of the Starling family 
(Sturnide) ; 
(c) Java sparrow, rice bird, nutmeg finch, or other species 
of the weaver bird family (Ploceide) ; 
(d) European Chaffinch (Fringilla coelebs) ; 
(e) Great titmouse (Parus major). 


5. Resolved, That any enactment founded on the foregoing 
resolutions shall be deemed to have come into force on the twenty- 
fourth day of May, one thousand nine hundred and twenty-two, and 
to have applied to all goods mentioned in the foregoing resolutions 
imported or taken out of warehouse for consumption on and after 
that day, and to have also applied to goods previously imported for 
which no entry for consumption was made before that day. 


INLAND REVENUE ACT 


1. Resolved, That it is expedient to amend The Inland Revenue 
Act, as amended by chapter six of the Statutes of 1914, and chapter 
twenty-eight of the Statutes of 1918 by repealing subsections (e), (f), 
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(g) and (h) of section two hundred and seventy-nine thereof and 
substituting therefor the following :— 


279 (e) On cigars of all descriptions, made from raw leaf 
tobacco, three dollars per thousand; 


(f) On all cigars when put up in packages containing less 
than ten cigars each, four dollars per thousand; 

(a) On cigarettes made from raw leaf tobacco or any sub- 
stitute therefor, weighing not more than three 
pounds per thousand, seven dollars and fifty cents 
per thousand; 

(kh) On cigarettes made from raw leaf tobacco or any sub- 
stitute therefor, weighing more than three pounds 
per thousand, twelve dollars and fifty cents per 
thousand; 


2. Resolved, That it is expedient to amend The Inland Revenue 
Act by striking out of the said Act section three hundred and twenty- 
eight A, as enacted by chapter twenty-eight of the Statutes of 1918, 
and by striking out of said Act section three hundred and twenty- 
eight B, as enacted by chapter fifty-two of the Statutes of 1920. 


8. Resolved, That any enactment founded on the preceding reso- 
lutions shall be deemed to have come into force on the twenty-fourth 
day of May, one thousand nine hundred and twenty-two. 


4. Resolved, That is is expedient to amend The Inland Revenue 
Act as amended by chapter six of the Statutes of 1914 and chapter 
thirty-four of the Statutes of 1921, and to provide :— 

That when any druggist is licensed by the Minister of Customs 
and Excise to prepare prescriptions for medicines and pharmaceuti- 
cal preparations in the manufacture or preparation of which spirits 
are used, where such spirits are purchased for such purposes by a 
druggist so licensed the following duties of excise shall be imposed, 
levied and colleeted, that is to say :— 

On spirits testing not less than fifty per centum over proof in 
such limited quantities as may be prescribed by the Minister of 
Customs and Excise— 

(a) When the material used in the manufacture thereof con- 
sists of not less than ninety per centum, by weight of raw or unmalted 
grain, or when manufactured from sugar, syrup, molasses or other 
saccharine matter not otherwise provided for, on every gallon of the 
strength of proof by Sykes’ hydrometer, two dollars and forty cents 
and so in proportion for any greater strength than the strength of 
proof, and for any less quantity than a gallon; 

(b) When manufactured exclusively from malted barley, taken 
to the distillery in bond and on which no duty of customs or excise 
has been paid, or when manufactured from raw or unmalted grain, 
used in combination, in such proportions as the Department prescribes, 
with malted barley taken to the distillery in bond and on which no 
duty of customs or of excise has been paid, on every gallon of the 
strength of proof by Sykes’ hydrometer, two dollars and forty-two 
cents, and so in proportion for any greater strength than the strength 
of proof and for any less quantity than a gallon; 

(c) When manufactured exclusively from molasses, syrup, 
sugar or other saccharine matter, taken to the distillery in bond and 
on which no duty of customs has been paid, on every gallon of the 
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strength of proof by Sykes’ hydrometer, two dollars and forty-three 
cents, and so in proportion for any greater strength than the 
strength of proof and for any less quantity than a gallon. 

(d) Where such spirits are purchased from a ‘(Government vendor 
or other person lawfully authorized to sell the same and where the 
duties imposed by law have been paid thereon, the said druggist may 
be entitled to a drawback of all such duty in excess of the rates of 
duties set forth in this resolution. 


5. Resolved, That it is expedient to provide that no person shall 
receive spirits under the preceding section without a license of the 
Minister of Customs and Excise, that there shall be payable for such 
license a fee of two dollars per annum and that a license shall not 
continue beyond the end of a fiscal year unless renewed; and toa 
provide that a licensee shall jointly with a guaranty company 
approved by the Department enter into a bond to His Majesty in 
the sum of one thousand dollars which bond shall be conditioned 
that the licensee shall use all spirits specified in these resolutions 
exclusively in the preparation of prescriptions and pharmaceutical 
preparations on his own premises and that he shall keep books and 
accounts and make such entries and returns as are called for by 
the regulations of the Department and to faithfully comply with all 
the requirements of such regulations; and to provide that a person 
who violates any of the provisions of these resolutions or of any 
regulations of the Department made thereunder shall incur a penalty 
not exceeding two hundred dollars recoverable in the manner pre- 
seribed for recovery of penalties in the Inland Revenue Act and 
that in addition he may incur other penalties under the provisions 
of the said Act; and also that if a licensee is convicted for any 
violation of these resolutions his license shall be cancelled and shall 
not be renewed within a period of two years from the date of con- 
viction; and to provide that the Minister of Customs and Excise 
may make such regulations as are deemed necessary for carrying 
out the provisions of these resolutions. 


6. Resolved, That any enactment founded on the preceding 
resolutions numbered four and five shall come into force on the 
first day of July, one thousand nine hundred and twenty-two. 


7. Resolved, That it is expedient to amend The Inland Revenue 
Act, chapter fifty-one of the Revised Statutes, 1906, as amended by 
chapter six of the Statutes of 1914, and chapter thirty-four of the 
Statutes of 1921, by adding the following :— 


There shall be imposed, levied and collected on all sugar 
produced in Canada from sugar beets, the following duties 
of excise :— 


Sugar, sugar drainings, melado, sugar concrete 

and molasses testing over fifty-six degrees and not ex- 
ceeding seventy-five degrees of Dog a a per one 
hundred spoundsas a. eee eee ae ee eee ee al OR COTi LS 
and for each additional degree over ‘Seventy- ee, 
degrees, per hundred pounds... .. .. . bake aa Cent: 

Provided that fractions of five-tenths ey a sth ee 
or less shall not be subject to the duty and that frac- 
tions of more than five-tenths shall be subject to the 
duty as a degree. Provided that such duty of excise 
shall not be payable when such sugar is exported. 
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8. Resolved, That it is expedient to provide that no person shall 
produce sugar in Canada from sugar beets without a license and 
that a fee of two dollars per annum be paid for such license and 
to further provide that all the provisions of Part IJ of The Inland 
Revenue Act respecting licenses and the obligations of persons hold- 
ing them, the keeping of books or accounts, the payment of duties 
and making returns and the general regulations as to bonding and 
warehousing, so far as applied by departmental regulations, and ail 
provisions respecting penalties, so far as applicable, shall have full 
force and effect with respect to the manufacture of sugar made 
from sugar beets. 


9. Resolved, That any enactment founded on the preceding 
resolutions numbered seven and eight shall be deemed to have come 
into force on the first day of January, one thousand nine hundred 
and twenty-three. 


SPECIAL WAR REVENUE ACT 


1. Resolved, That it is expedient to amend The Special War 
Revenue Act, 1915, as amended by chapter forty-six of the Statutes 
of 1918, chapter seventy-one of the Statutes of 1920, and chapter 
fifty of the Statutes of 1921, and to provide:— 


1. That subsection two of section five of the said Act be amended 
by removing purely mutual companies from the class of companics 
exempt from the tax imposed by said subsection, and by adding tu 
said section five the following subsections :— 


“(11) Every person resident in Canada, who insures his 
property situate in Canada, or any property situate in Canada 
in which he has an insurable interest, with any British or 
foreign company or British or foreign underwriter or under- 
writers, not licensed under the provisions of the Insurance 
Act, 1917, to transact business in Canada, or with any asso- 
ciation of persons formed for the purpose of exchanging 
reciprocal contracts of indemnity upon the plan known a3 
inter-insurance and not licensed under the provisions of the 
Insurance Act, 1917, the chief place of business of whicn 
association or of its principal attorney-in-fact is situate out- 
side of Canada, shall on or before the thirty-first day of 
December in each year pay to the Minister for the Con- 
solidated Revenue Fund, in addition to any other tax pay- 
able under any existing law or statute, a tax of five per 
centum of the total net cost to such person of all such insur- 
ance for the preceding calendar year, and for the purposes of 
this section every corporation carrying on business in Oanada 
shall be deemed to be a person resident in Canada. 

“(12) Every person to whom this section applies shall on or 
before the thirty-first day of December in each year make 2 
return in writing to the Superintendent of Insurance stating 
the names of the companies, societies of underwriters or 
associations with whom the insurance was effected by him 
or on his behalf, the amount of such insurance and the net 
cost thereof in each case. 
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“(13) Every person who fails or neglects to make such 
return or pay to the Minister within the time limited by sub- 
section (11) hereof the tax hereby imposed, shall incur a 
penalty of fifty dollars for each and every day during whicn 
such default continues.” 


9. Resolved, That subsections two and three of section 
eight of the said Act be amended by providing that the tax 
imposed on cable companies and telegraph companies shall be 
increased from a sum equal to one cent upon each despatch 
or message therein mentioned to a sum equal to three cents 
upon each such despatch or message; and that every company 
may charge the three cents to and collect the same from the 
person paying or liable to pay the regular charges for the 
transmission of the despatch or message, and that any enact- 
ment founded on this paragraph shall come into force on the 
first day of July, one thousand nine hundred and twenty-two. 


3. Resolved, That it is expedient to amend section 12 of 
the said Act by striking thereout subsections two and four 
and substituting the following :— 


(2) No person shall issue a cheque payable at or by a 
bank unless there is affixed thereto an adhesive stamp or un- 
less there is impressed thereon by means of a die a stamp of 
the value of, if the amount of money for which the cheque 
is issued 


(i) does not exceed $50.-.-.> .. .. .-.. ..two'cents 
(ii) exceeds $50, for every $50 or fraction 
THELEOT we) wet ees eee ..two cents 
but not to exceed in any case.. .. .. ..two dollars, 


and every adhesive stamp affixed to a cheque shall be can- 
celled by the bank at which the cheque is payable at or before 
the time of payment. 


“ (4) No person shall sign a receipt for money paid to 
him by a bank chargeable against a deposit of money in the 
bank to his credit until he has affixed to the receipt an 
adhesive stamp or unless there is impressed thereon by means 
of a die a stamp of the value of, if the amount of the money 
for which the receipt is signed 


(i) does not exceed $50.. .. .. .. ..two cents 
(41) exceeds $50, for every $50 or fraction 
GhereGt wees al eee eee cato) Cents 


but not to exceed in any case . .two dollars, 


and every adhesive stamp affixed to such receipt shall be can- 
celled by the bank at the time the money is paid.” 


4. Resolved, That it is expedient to amend section 12 of 
the said Act by striking thereout paragraph (b) of subsection 
3 as enacted by chapter seventy-one of the Statutes of 1920, 
and substituting the following :— 

“(b) If a bill of exchange transferred or delivered to a 
bank or issued by a bank is payable on demand, or at sight, 
or on presentation, or within three days after date or sight, 
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such bill shall, for the purpose of the value of the stamp to be 
affixed thereto or impressed thereon, be deemed to be drawn 
for an amount not exceeding five thousand dollars.” 


5. Resolved, That it is expedient to amend section 12 of 
the said Act by providing that wherever subsections 3 (a), 
8 (c), 3 (d) and 83 (f) of said section 12, as enacted by chapter’ 
seventy-one of the Statutes of 1920, provide for payment of 
a tax at the rate of two cents for every one hundred dollars, 
the said subsections be amended to provide that the tax shall 
be at the rate of two cents for every fifty dollars of the bills,, 
notes, advances or overdrafts therein mentioned. 


6. Resolved, That it is expedient to amend section 12 of 
the said Act by striking thereout subsection 13, as enacted by 
chapter seventy-one of the Statutes of 1920, and substituting 
the following :— 


“ (13) No person shall sell or transfer the stock or shares 
of any association, company or corporation, or any bond, other 
than a bond of the Dominion of Canada issued exempt from 
any taxes imposed in pursuance of any legislation enacted by 
the Parliament of Canada or subject to any agreement specitfy- 
ing the amount of fee to be paid on transfer thereof, by 
agreement for sale, entry on the books of the association, 
company or corporation, by delivery of share certificates or 
share warrants or bond endorsed in blank or bond payable to 
bearer, or in any other manner whatsoever, or accept the 
transfer or delivery of any stock, share or bond unless in 
respect of such sale or transfer there is affixed to or impressed 
upon such stock, shares or bond, or a document showing the 
transfer or agreement to transfer thereof, an adhesive stamp, 
or a stamp impressed thereon by means of a die, of the value 
of three cents for every one hundred dollars or fraction 
thereof of the par value of the stock, shares or bond sold or 
transferred. Provided that in case of sale where the evidence 
of transfer is shown only by the books of the Company the 
stamp shall be placed or impressed upon such books; and where 
the change of ownership is by transfer of the certificate or bond 
the stamp shall be placed or impressed upon the certificate or 
bond; and in ease of an agreement to sell or where the transfer 
is by delivery of the certificate or bond assigned in blank or 
bond payable to bearer there shall be made and delivered by 
the seller to the buyer a bill or memorandum of such sale, to 
which the stamp shall be affixed or impressed; and every bill or 
memorandum of sale or agreement to sell before mentioned 
shall show the date thereof, the name of the seller, the amount 
of-the sale, and the matter or thing to which it refers, pro- 
vided that the first delivery by a corporation or company of 
such shares or debenture stock, in order to effect an issue, 
or the first issue of a bond, shall not be subject to the tax 
proposed by this resolution; and to provide that any person 
who violates any of the provisions proposed by this resolution 
shall be liable to a penalty not exceeding five hundred dollars 
and that any enactment founded on this resolution shall come 
into force on the first day of July, one thousand nine hundred 
and twenty-two.” 
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7. Resolved, That it is expedient to amend section 13 of 
the said Act by striking thereout subsections 2 and 3 and sub- 
stituting the following :— 

“ (9) Every express company carrying on business in 
Canada shall before the issue of a money order or traveller’s 
cheque affix thereto an adhesive stamp of the value of, if the 
amount of money for which the money order or traveller’s 
cheque is issued 


(i) does not exceed $50.. ...... .. ..two cents 
(41) exceeds $50, for every $50 or fraction 

tReN COL mete tim Sides eg sour LIOR CETIES 

but not to exceed in any case. .two dollars, 


and the company may cliarge the amount of the stamps so 
aftixed to and collect the same from the purchaser of the order 
or cheque or from the payee thereof. The company shall before 
delivery of the order or cheque cancel the stamp by writing 
on or across the stamp initials or other identification of the 
company together with the date of the issue of the order or 
cheque.” 

“ (3) No money order shall be issued under the provisions 
of the Post Office Act until there is affixed thereto or to the 
relative advice a postage stamp of the value of, if the amount 
of money for which the money order is issued 


(i) does not exceed $50.. ...... .. ..two cents 
(41) exceeds $50, for every $50 or fraction 

tHereOteaes eat ene eee reer: CW OmCents 

but not to exceed in any case. .two dollars, 


to be paid for by the purchaser of the order. The postmaster 
or other officer of the Post Office Department issuing the 
order shall cancel the stamp by impressing thereon when affixed 
the date stamp of the post office at which the order is issued.” 

“ Any enactment founded on paragraphs three, four, five, 
six and seven of these resolutions shall come into force on the 
first day of August, one thousand nine hundred and twenty- 
two.” 


8. Resolved, That it is expedient to amend the said Act by pro- 
viding that no person shall give a receipt unless there is affixed 
thereto an adhesive stamp or unless there is impressed thereon by 
means of a die a stamp of the value of two cents, which is to be 
cancelled by the person by whom the receipt is given before he 
delivers it out of his hands; that the expression “receipt” shall 
mean any note, momerandum or writing whereby any money amount- 
ing to $10 or upwards, or any bill of exchange or promissory note 
for money amounting to $10 or upwards is acknowledged or expressed 
to have been received, deposited or repaid or whereby any debt or 
demand or any part of a debt or demand of the amount of $10 or 
upwards is acknowledged to have been settled, satisfied or discharged 
or which signifies or imports any such acknowledgment and whether 
the same is or is not signed with the name of any person; and to 
provide that any person who violates any of the provisions of any 
enactment founded on this resolution or who refuses to give a receipt 
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duly stamped, shall be liable to a penalty not exceeding $100; and 
to provide for certain exemptions from the foregoing; and to provide 
that any enactment founded on this resolution shall come into force 
on the first day of January, one thousand nine hundred and twenty- 
three. 


9. Resolved, That subsection one of section sixteen A of the said 
Act as enacted by chapter forty-six of the Statutes of 1918, be 
amended by adding thereto the following: 


Provided that when matches are put up in packages containing 
not more than sixty and not less than thirty matches each, the tax 
shall be payable at the rate of one-half of one cent for each package, 
and when matches are put up in packages containing less than thirty 
matches each, the tax shall be payable at the rate of one-fourth of one 
cent per package. 


10. Resolved, That section nineteen A of the said Actas enacted 
by chapter forty-six of the Statutes of 1918 be amended by adding 
thereto the following: 


Provided that in computing the “duty paid value” of tea pur- 
chased in bond in the United Kingdom the amount of the customs 
duty payable on tea for consumption in the United Kingdom shall 
not be included in the value of such tea for purposes of this Act. 


11. Resolved, That Order in Council 2031, dated the thirteenth 
day of June, 1921, shall cease to have force or effect and that sub- 
section one of section nineteen BBB of the said Act as enacted by 
chapter fifty of the Statutes of 1921, be struck out and the follow- 
ing substituted therefor: 

(1) In addition to any duty or tax that may be payable under 
this section, or any other statute or law, there shall be imposed, 
levied and collected an excise tax of two and one-quarter per cent on 
sales and deliveries by Canadian manufacturers or producers, and 
wholesalers or jobbers, and a tax of three and three quarters per cent 
on the duty paid value of goods imported, but in respect of sales by 
manufacturers or producers to retailers or consumers the excise tax 
payable shall be four and one-half per cent and on goods imported by 
retailers or consumers the excise tax payable shall be six per cent 
on the duty paid value. 


Provided that in respect of lumber an excise tax of three per 
cent shall be imposed, levied and collected on sales and deliveries by 
the Canadian manufacturer and of four and one-half per cent on 
importations, and that no further excise tax shall be payable on 
re-sale. 

Provided also that the taxes specified in this section shall not 
apply to sales or importations of :— 


Bread; flour, including self-raising flour, oatmeal, rolled oate 
and cornmeal; rolled wheat, buckwheat meal and pea meal; animals 
living; live poultry; meats and poultry, fresh; milk, including butter- 
milk, condensed milk, evaporated milk and powdered milk; cream; 
butter; cheese; oleomargarine, margarine, butterine or other substi- 
tutes for butter; lard, lard compound and similar substances, made 
from animal or vegetable stearine or oils; eggs; vegetables, fruits, 
grains and seed in their natural state; bran, shorts, middlings, alfalfa 
meal; oil cake, oil cake meal; grains mixed or crushed for cattle or poul- 
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try feed; hay; straw; hops; nursery stock; chicory, raw or green; bees; 
honey; sugar; molasses; salt; other farm produce sold by the individual 
farmer of his own production; ice; fish and products thereof not 
canned or medicated; ores of metals of all kinds; fuel of all kinds; 
gold and silver in ingots, blocks, bars, drops, sheets or plates un- 
manufactured; British and Canadian coin and foreign gold coin; 
logs and round unmanufactured timber; fence posts, railroad ties, 
pulpwood, tan bark, and other articles the product of the forest when 
produced and sold by the individual settler or farmer; newspapers 
and quarterly, monthly and semi-monthly magazines and weekly 
literary papers unbound; materials for use only in the construction, 
equipment and repair of ships; ships licensed to engage in the 
Canadian coasting trade; calcium carbide; radium; electricity; gas 
manufactured from coal, calcium carbide or oil for illuminating or 
heating purposes; materials for use solely in the manufacture of 
oleomargarine or any substitute for butter or lard; artificial limbs 
and parts thereof; artificial eyes; donations of clothing and books for 
charitable purposes; settlers’ effects; War Veterans’ badges; memorials 
or monuments erected in memory of soldiers who fell in the Great 
War; articles imported for the use of the Governor General; articles 
imported for the personal or official use of Consuls General who are 
natives or citizens of the country they represent and who are not 
engaged in any other business or profession; bibles, missals, prayer- 
books, psalm and hymn-books, religious tracts, and Sunday school 
lesson pictures; articles admitted to free entry under Customs Tariff 
item 682; manila fibre for use only in the manufacture of rope not 
exceeding one and one-half inches in circumference for the fisheries; 
boats bona fide purchased by individual fishermen for their own 
personal use in the fisheries; articles and materials used in the manu- 
facture of boats bona fide built for individual fishermen for their own 
personal use in the fisheries; fibre for use only in the manufacture 
of binder twine; job printed matter produced and sold by printers or 
firms, whose sales of job printing do not exceed ten thousand dollars 
per annum; fertilizers; dried beet pulp, and the Governor in Council 
shall have power to add to the foregoing list of articles exempted 
from the excise tax on sales as he may deem it expedient or necessary 
to exempt from the said excise taxes. 

Provided further that the excise taxes specified in this section 
shall not be payable on goods exported, or on sales of goods made to 
the order of each individual customer by a business which sells 
exclusively by retail; and provided that the tax as specified in this 
section shall be payable on sales of goods manufactured for stock 
by merchants who sell exclusively by retail. 

A drawback may be granted of ninety-nine per cent of the said 
taxes paid on materials used, wrought into or attached to articles 
exported, provided that payment of a specific sum in lieu of such 
drawback may be authorized by the Governor in Council in cases 
where specific rates of drawback of Customs duties are granted under 
the provisions of section 288 of the Customs Act. 


42. Resolved, That there shall be imposed, levied and collected 
upon goods enumerated in schedule I to this Part, when such goods 
are imported into Canada or taken out of warehouse on and after 
the twenty-fourth day of May, one thousand nine hundred and 
twenty-two, on the duty paid value in addition to any duty or tax 
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that may be payable under The Special War Revenue Act, 1915, or 
any other statute or law, the rate of excise tax set opposite to each 
item in said schedule I; and there shall also be imposed, levied and 
collected when any such goods are manufactured in Canada and sold 
on and after the twenty-fourth day of May, one thousand nine hun- 
dred and twenty-two, in addition to any duty or tax that may be 
payable under The Special War Revenue Aci, 1915, or any other 
statute or law the rate of excise tax set oposite to each item in said 
schedule I on the price for which the same is sold. 


There shall be imposed, levied and collected upon all goods 
enumerated in schedule IT to this Part, when such goods are imported 
into Canada or taken out of warehouse or when any such goods are 
manufactured in Canada and sold on and after the twenty-fourth day 
of May, one thousand nine hundred and twenty-two, in addition to 
any duty or tax that may be payable under The Special War Revenue 
Act, 1915, or any other statute or law the rate of excise tax set 
opposite to each item in said schedule II. 

Where the goods are imported such excise tax shall be paid by 
the importer and where the goods are manufactured and sold in 
Canada such excise tax shall be paid by the manufacturer; provided 
that if an automobile is, on the twenty-fourth day of May, one 
thousand nine hundred and twenty-two, in the hands of a dealer and 
not sold to a bona fide user the tax shall be paid by such dealer when 
such automobile is sold. 

The Minister may require every manufacturer to take out an 
annual license for the purposes aforesaid, and may prescribe a fee 
therefor, not exceeding two dollars, and the penalty for neglect or 
refusal shall be a sum not exceding one thousand dollars. 

Provided that such excise tax shall not be payable when such 
goods are manufactured for export, under regulations prescribed by 
the Minister of Customs and Excise. 

Provided further that the value on imported cigars shall be the 
duty paid value as defined in section 19A of The Special War Revenue 
Act, 1915; the value on cigars manufactured in Canada shall include 
the amount of the excise duty payable thereon. 


13. Resolved, That it is expedient to amend the said Act by 
providing that any taxes imposed under the provisions of paragraph 
eleven and paragraph twelve of these resolutions on sales and deliv- 


eries by manufacturers, producers, wholesalers or jobbers shall apply 
to eales to and also to importations by His Majesty whether in the 
right of His Majesty’s Government of Canada or His Majesty’s 
Government of any province in Canada for the purpose of resale; 
and by providing further that under the provisions of paragraph 
eleven of the said resolutions the purchaser shall be furnished with 
a written invoice of any sale, which invoice shall state separately 


the amount of such tax. 


14. Resolved, That section 19D of said Act as enacted by chapter 
forty-six of the Statutes of 1918 and subsection four of section three 
of chapter seventy-one of the Statutes of 1920 be struck out and the 
following section substituted therefor :— 


(19D) Every person, who being thereto liable, neglects or 
refuses to pay any War Excise Tax imposed by part four of 
The Special War Revenue Act, 1915, shall be liable, on sum- 
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mary conviction, to a penalty of not less than fifty dollars and 
not exceeding one thousand dollars. 


15. Resolved, That, notwithstanding the provisions of The Bank 
Act and The Bankruptey Act, or any other statute of law, the lia- 
bility to the Crown of any person, firm or corporation, for payment 
of the excise taxes specified inthe said Special War Revenue Act, 
1915, and amendments thereto shall constitute a first charge on the 
assets of such person, firm or corporation and shall rank for payment 
in priority to all other claims of whatsoever kind heretofore or here- 
after arising save and except only the judicial costs, fees and lawful 
expenses of an assignee or other public officer charged with the 
administration or distribution of such assets. 


16. Resolved, That any enactment founded on paragraphs num- 
bered nine, ten, eleven, twelve and thirteen of the preceding resolu- 
tions shall be deemed to have come into force on the twenty-fourth 
day of May, one thousand nine hundred and twenty-two, and to have 
applied to all goods imported or taken out of warehouse for con- 
sumption on and after that day, and to have applied to goods previ- 
ously imported for which no entry for consumption was made before 
that date; 


Provided that any enactment founded on the aforesaid resolutions 
shall not apply to the excise tax provided for in Schedule I on automo- 
biles purchased before the twenty-fourth day of May, one thousand 
nine hundred and twenty-two and sold by a dealer in Canada to a bona 
fide user prior to that date and imported and entered for consump- 
tion on or before the first day of July, one thousand nine hundred 
and twenty-two; and to provide further that any enactment founded 
en the aforesaid resolutions so far as it imposes an exeise tax on 
beverages mentioned in Schedule I shall come into force on the first 
day of July, one thousand nine hundred and twenty-two. 


SOHEDULE I 


Automobiles adapted or adaptable for passenger 
use :— 
(a) valued at not more than twelve hundred 
aollanch cache wnuine © Mer clon thVeapereCelt: 


(b) valued at more than EU eet 
dollars each, on the value of twelve hun- 
dred dollarss. .. a. Bee Vesely cent, 
on the caer in excess tk melts Gani 
dolllangitcads + uste ie De Angee SAI ete ppelaeenit. 
Not to include nuiomebilee Co as sedleng 
effects. 


Confectionery which may be classed as candy or a 
substitute for candy but not to include goods 
packed ready for sale in cartons or other 
packages bearing the name of the manufac- 
turer, selling by retail at ten cents or less per 
carton, nor to include candy known as “ gross 
goods” selling by retail at one cent.. .. ..five per cent. 
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Beverages, when containing not more than two and 
one-half per centum of proof spirit not in 
casks, bottles or other closed containers, as 
follows :— 

Beverages derived wholly or in part from cereals 
or substitutes therefor, unfermented fruit 
juices and imitations thereof, carbonated bev- 
erages or aerated waters, all other compounded 
or mixed soft drinks, sold by a person con- 
ducting a soda fountain, ice cream parlour, 


or other similar place of business.. .. .. ..five per cent. 


SCHEDULE II 


Ale, beer, porter and stout, per gallon.. .. ..twelve and 


Beverages when containing not more than two and 
one-half per centum of proof spirit, in casks, 
bottles or other closed containers, as follows :— 


Beverages derived wholly or in part from cereals or 
substitutes therefor; unfermented fruit juices 
and imitations thereof; carbonated beverages 
or aerated waters; all other compounded or 


one-half cents. 


mixed soft drinks, per gallon.. .. .. .. ..five cents. 


Cigars :— 
(a) valued at not more than forty dollars per 


thousand, per thousand.. .. .. .. .. ..fifty cents. 


(b) valued at more than forty dollars per 
thousand and not more than one hundred 
and ten dollars per thousand, per thou- 


Bande te EE So eee taten dollars: 


(c) valued at more than one hundred and ten 
dollars per thousand and not more than 
one hundred and fifty dollars per thou- 


sand, per thousand.. .. .. .. .. .. ..seven dollars. 


(d) valued at more than one hundred and 
fifty dollars per thousand and not more 
than two hundred dollars per thousand, 


per thotieadi: 6 ke eee ees os oo be » ston dollar. 


(e) valued at more than two hundred dollars 


per thousand, per thousand.. .. .. .. ..sixteen dollars 


INCOME WAR TAX ACT 


Resolved, That it is expedient to amend subsection five (a) of 
section four of The Income War Tax Act, 1917, as enacted by chapter 
fifty-five of the Statutes of 1919, by providing that the provisions of 
the said subsection five (a) shall not apply to a bank as defined by 


section three of The Special War Revenue Act, 1915. 
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BUDGET SPEECH 


DELIVERED BY 


HON. WILLIAM S. FIELDING, M.P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, FRIDAY, MAY 11, 1923 


WAYS AND MEANS—THE BUDGET 


Hon. W. 8S. FIELDING (Minister of Finance, Member 
for Shelburne and Queen’s) moved: 

That Mr. Speaker do now leave the Chair for the House to go mto 
Committee of Ways and Means. 

He said: Mr. Speaker, the financial affairs for the fiscal 
year, 1921-1922, which was the last year of which we have the 
public accounts, call now for only a passing notice. With regard 
to that year, the year ended 31st March, 1922, it is worth while 
remembering that while the present government were in power 
at the time the accounts were made up at the close of the year, 
they had only been in power three months, and, therefore, it will 
not be unfair to treat that year as a Conservative year, inasmuch 
as the Conservative government of the day, in the discharge 
of their duties, prepared the estimates and voted the money, 
made the contracts, and practically controlled the expenditure 
of the year. So that I think we may count that year, practically 
speaking, as a Conservative year. I am going to ask at this 
stage, and at one of the other stages during my remarks, that 
the courtesy of the House be extended to me, which is 
usual, to enable me to put into Hansard, in the form of a 
summary, some figures which I may present. 


INCOME AND EXPENDITURE 


The revenue for the year was $381,952,386.99 against ordin- 
ary expenditure of $347,560,690.63. If the surplus is to be ascer- 
tained by comparing the ordinary revenue with the ordinary 
expenditure—and that was the time-honoured way of determin- 
ing surpluses—then on that year there was a surplus of $34,391,- 
696.36. But there was a capital expenditure of $16,295,332.55. 
If we take that into account, both ordinary expenditure and 
capital expenditure, there was still a surplus of $18,096,363.81. 
Then there were certain special expenditures, including demobili- 
zation charges, of $1,526,583.22. So, if we take into account 
ordinary expenditure, capital expenditure, and what is called 
special expenditure, there still was a surplus of $16,569,780.59. 
So far this is a story of surpluses; but there is a further statement 
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to be made which quite destroys that happy picture. There 
were charges for advances to railways of $97,950,645.36. If we 
take, then, the whole expenditure for the year, ordinary, capital, 
special and railways, there was a deficit in that year of $81,- 
380,864.77. After allowances for some deductions are made, the 
net result was that in that year we added to the public debt 
$81,256,818.04. 

We turn now to the year 1922-1923 which closed not many 
days ago. We have not the complete accounts before us, but 
there is sufficient information to enable us practically to an- 
nounce the result. Ordinary revenue amounted to $393,619,000. 
These are estimates, as the figures are not absolutely final. 
Ordinary expenditure amounted to about $331,780,000. As 
between those two items, there was then a surplus of $61,839,- 
000. Capital expenditure, however, represents $14,500,000; ad- 
justment of war claims, $6,700,000; cost of loan flotations, $3,- 
050,000; these representing in all $24,250,000. There was thus 
a surplus over ordinary, capital and special expenditures, of 
$37,589,000. But again the railways have to be taken into 
account. We had to advance during that year $92,190,000 for 
railways, and $6,060,720 for the Canadian Government Merchant 
Marine, making in all for that charge, $98,250,720. This, of 
course, takes up all the surplus I have mentioned and leaves 
a large balance on the other side of the account. If we take 
everything into consideration for the year, the net result was 
that we added to the public debt in the year just closed $49,- 
293,086. The receipt of something over $8,000,000 from the 
British government on exchange account helped us to keep down 
what otherwise would have been a larger addition to the public 
debt. 


THE Pusiic Dest 


The addition of nearly $50,000,000 to our public debt in the 
past year is not a situation that should cause very much satis- 
faction in any quarter. During the war it was inevitable 
that there should be large additions to the public debt, 
and after the war was over there also had to be large 
additions to the public debt; but the war has been over 
for several years; we are now getting to a period of 
peace, so-called, and many will think it is about time that 
we endeavoured to balance our budget; that is to say, that we 
no longer have the excuse of the war for spending more money 
than we receive. I suppose stern economists will say that that 
is what should be done. I confess, as Minister of Finance, that 
it would be very agreeable to me if I could present such a 
statement, and the temptation is strong to pile on the taxes and 
meet the difficulty. Many people who have the critical spirit, 
without responsibility, will probably say that that is what a 
Minister of Finance should do. There is, however, another side 
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to the account. The people of Canada are pretty heavily taxed 
to-day; between Dominion, provincial and municipal taxation, 
the burdens of the people are very great, and I am reluctant 
to add to those burdens now by introducing new forms of taxa- 
tion. Readjustments there will be, reductions here, changes in 
various ways; but I do not want at present to yield to the 
temptation of opening up new fields of taxation. I am going 
to ask the House and the country to bear patiently for a year or 
two, perhaps, the condition of affairs, in the hope that the 
betterment which, we believe, is near at hand, will enable us to 
bear the burdens without opening up these new fields of taxation 
to which I refer. I am, therefore, going to ask the House to 
take the result that we may have to add some little amount to 
the public debt even yet, rather than introduce new forms of 
taxation. 

It is true that we are adding to the public debt each year, 
but I note with satisfaction that the amount of the addition 
is each year diminishing. The figures of our additions to the 
debt immediately before the war, during the war years and in 
the years since the armistice, are encouraging. I will now give 
the round millions. From .1914, the increases in the public 
debt are as follows: 


TIE es ee) it eterna eee ere) 8 2l,000/000 
LED: Say de ice tele eeu Lee: fate Metre eiieire FPL 3,000:000, 
DOUG ee ciel ae) bee fen eet teen eee eee Ley 00,000 
POET, poy joj fort iceer et dye atte? ait atd ae 204: 000,000 
DONS acs cb vy wena Bley nese ys sis aah eo) slat ere Le OU. O00 
OID ia, ore, fas spies se ees atte as EA 1 O52 OU0,000 
LOBOS ish ee ieee, ee a eee he cuss) is a ee eae. 04,000,000 


1920 seems to have been the banner year in the way of 
additions to the debt: 


S021 oye eges fo oe Poe ok ee eae 602,000,000 
MOZ 2 ass, mato. Sy sig non RA aIt es onto he ee ae 81,000,000 
Les, cide oes Brie rey 49,000,000 


So, while these additions to the debt are deeply to be re- 
gretted, there is a little encouragement in the thought that, 
year by year, we are making the additions less than they have 
been. I would cherish the hope that with the betterment that, 
I believe, is coming to Canada in various ways, we shall not 
have to add very much to our debt in the years to come. I 
think, probably, our railway situation is going to be improved; 
I think, probably, with the consolidation of the roads, with the 
vigorous management we now have, we may reasonably expect 
that there will be an improvement in that situation, and I have 
a strong hope that in another year we shall have a better state- 
ment as respects the railways, a better statement as regards our 
finances generally. I believe I express the wish of the House 
when I say that it is better that we should pursue that course 
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than that we should add to the burdens of the country by open- 
ing up new forms of taxation. 

Coming now to the present year, 1923-1924, I will put in 
a statement which will show’ the figures in comparison with 
the two previous years. We are expecting an increase in Cus- 
toms to the amount of $5,600,000, an increase in the Post Office 
of $250,000, an increase in Dominion Lands of $200,000, an 
increase in war tax revenue, inland revenue, $7,180,000, and other 
war tax revenues, $85,000. On the other hand, we have to 
look forward to a decrease in Excise of $5,600,000, a decrease in 
interest on investments of $9,718,000, a decrease in inspection 
of staples of $50,000, a decrease in income and business profits 
of $17,797,000, and a decrease in all other revenues of $1,251,000. 
The net result is that we expect on this year that our revenues 
will hardly come up to the figures of last year. I am assuming 
that the decrease on the whole will be about $21,000,000. 

The Main Estimates already submitted to parliament for all 
services other than railways amount to $353,011,235.73. Advances 
to railways amount to $73,000,000, advances to merchant marine, 
$1,500,000, or a total for these two items of $74,500,000. To this 
must be added something for Supplementary Estimates. I am 
putting down the figure, approximately, of the last year, ot 
$15,900,000, but I fondly hope that it will not be so large and 
I shall do my best to keep it lower. 

Under the present system of taxation the revenue I estimate 
to be $372,517,000. As between the consolidated fund expendi- 
ture of $339,000,000 and the revenue of $372,517,000 we might 
expect a surplus this year of $37,517,000. Capital expenditure 
will reduce this by $23,415,000 so that we may hope to provide 
for a surplus over ordinary and capital expenditure of about $14,- 
100,000. But the railways have to be taken into consideration 
and we estimate that they will require $74,500,000. This, of 
course, will consume all of the surplus that I have mentioned 
and leave a balance on the other side of the account. From these 
figures it is evident that we must look forward to some addition 
to the public debt at the end of the year. There will be some- 
thing saved, however, through the full amount of the estimates 
not being expended, and I am hopeful that if, as seems likely, 
at the end of the year we have some addition to the public debt 
it will be a very small one. 


Loan OPERATIONS 


The loan operations of the last year are partly known 
already to the House. I mentioned last session the New York 
loan of $100,000,000. The five-year bonds at 54 per cent, 1917 
Victory Loan, amounting to $182,834,500, matured on December 
1, 1922. The holders of these boads were given the privilege of 
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exchanging maturing bonds for new bonds bearing 54 per cent 
interest and taxable, as follows: Five-year bonds due November 
1, 1927; Ten-year bonds due November 1, 1932. The holders of 
the maturing bonds took advantage of the offer to the extent 
of $114,449,250, leaving a balance of $68,385,250 to be redeemed 
in cash. Of course, with that large amount to provide, in addi- 
tion, a very considerable sum in temporary loans was involved. 

Treasury bills matured during the fiscal year as follows: 
$24,605,000 due October 1, 1922; $49,215,000 due October 15, 
1922; $35,000,000 due November 2, 1922; $35,000,000 due Nov- 
ember 15, 1922. Of these bills, $49,100,000, was paid and the 
balance was extended for six months from the respective due 
dates at 54 per cent. Renewals for a further period of one year 
have been arranged, with interest at 54 per cent. The due dates 
and the amounts outstanding will therefore be as follows: 


Aprihi Dn TOO" Cae es das axl ceil eae wast <a) 9a 2,000,000 
April 16 1Sae ey risa tray acne We eye oe oa, ee SOO, 000 
May 2lowt oom oe een. Peres, meron) 19,320,000 
Mayra, 1024)' io athe) setae ies © 20,650,000 


It will be seen, by the extension, that we have been carrying 
our treasury bills over at what I think will be admitted, under 
the circumstances, to be a very fair rate, namely, of 51 per cent. 


Tax REDUCTIONS 


The estimated revenue that I have referred to here has been 
based upon the existing system of taxation. We are proposing a 
considerable reduction in our customs tariff and in the excise 
duties. If we had no expectation of an enlargement of business 
this loss of revenue would of course add materially to the deficit 
of the year. I am hopeful, however, that the reduction of taxa- 
tion which we are now proposing will not seriously affect the 
revenue. We are looking forward to an increased volume of 
business to a sufficient extent to give us results equal to those of 
our present system of taxation. An increased business should 
give us the revenue and offset the loss from the reduction in the 
duties. A large proportion of the revenue comes from what is 
called the sales tax. Last year we were obliged to increase the 
amount of the tax considerably. We must admit that the tax 
is a burden; and apart from the amount of it the form in which 
it has been imposed has given rise to very much discontent. 
There are varying rates of taxes at the different stages of busi- 
ness enterprises,—6 per cent, 44 per cent, 33 per cent, and 24 
per cent. Many a good citizen who recognizes that the govern- 
ment needs money and who is willing to pay his fair share of the 
taxes, objects to the complexity of the sales tax. We are pro- 
posing to change it in the hope that we shall improve the situa- 
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tion. Our aim is now to impose this tax at its source, at the 
first stage of business operations, at which the tax is properly 
applicable. We propose that the tax shall be 6 per cent and that 
it shall apply on the duty-paid value both of home-made and of 
imported goods. Stated in this way the proposal seems a very 
simple one, and its purpose I believe will have widespread public 
approval. The working of the system, however, has its difficulties 
and I hope we have been able to overcome them in the resolu- 
tions which I shall lay on the Table. 

We are adding to the list of exemptions in the sales tax, 
five items, raw furs, wool, drain tiles for farm purposes, manu- 
scripts and newsprint. Some new taxes were imposed last year 
experimental in their character; some of them proved satisfactory 
while others have not; and I suppose the best thing we can do is 
to admit that we were mistaken in our judgment and correct 
the error. 

Very much complaint has been made about the receipt 
tax. Now, I am persuaded that this is a thoroughly sound 
tax. It has been imposed in Great Britain for many years and 
no Chancellor of the Exchequer dreams of dropping it. All 
new taxes are annoying at first; they are irritating. But I 
think that the worst is over now and I am firmly convinced 
that the receipt tax is a sound one. I am therefore going to ask 
the country to adhere to it, for I believe it will be a large 
means of obtaining revenue, and in the end the people will be 
quite satisfied. 

With regard to the cheque tax, we introduced last year gradu- 
ated taxes on cheques with a maximum of $2. There has been 
some complaint with reference to this. It is represented that 
there are transactions in which several cheques have to be given 
but which really relate practically to the one business deal, so 
that in that way the tax operates as a burden. It is also repre- 
sented to us, and I think with some force, that on the boundary 
line this tax induces men who have an opportunity to do so to 
keep their accounts across the border on the other side. There 
is probably some force in all these criticisms. We do not feel, 
however, that we are free to give up the tax; it is a valuable 
source of revenue and we intend to retain it. We propose how- 
ever that the maximum instead of being $2 shall be $1 only. 
This reduction will apply also to notes and bills of exchange. 

In the course of the discussion of the French Treaty I sug- 
gested that the reductions therein made might necessitate some 
readjustment of other duties. One of the questions raised in 
that debate had reference to the excise tax on light Canadian 
wines. The tax has been for some years 30 cents per gallon we 
propose now to reduce the duty to 74 cents per gallon. Cana- 
dian wine manufacturers are beginning to make a sparkling 
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wine. The excise tax on this is $3 per gallon. The wine manu- 
facturers represent that this is almost prohibitive and that only 
a reduction of the duties will permit the industry to expand. 
We propose to meet this point by reducing the excise tax on 
Canadian-made sparkling wine from $3 to $2.50 a gallon. Any 
disadvantage that might otherwise accrue to the wine industry 
through the French Treaty will be fully met, I am sure, by this 
readjustment. 

Another item concerning which there was a discussion was 
French brandy. There is a provision in the treaty that there 
shall be a discount of 10 per cent. It was represented that 
probably that would operate to the disadvantage of Canadian 
spirits. I think perhaps that we had better wait a little while 
before forming a conclusion on that question. In the first place, 
the reduction does not apply to all brandies; it applies only to 
certain specified articles described in the treaty as Cognac and 
Armagnac brandies. These are specialties of France; they are 
high-class liqueurs and are expensive. I do not think it is 
reasonable to suppose that any one will give up drinking Cana- 
dian spirits of any kind and turn to French brandies costing 
very much more than is paid now for the Canadian liquor. I 
believe that in all probability we shall do well to await the 
development of events and see how the matter operates. In 
the meantime it is worth noting that the French Treaty will not 
be in operation for some weeks. The formalities in closing a 
treaty generally take time, and we need not be alarmed at any 
immediate danger in that respect. With regard to the excise 
duty on wines, as this reduction is intended to offset the pro- 
visions of the French Treaty, it will only be brought into opera- 
tion by proclamation at the same time as the treaty comes into 
force. 

In the observations I have made to-day it will be noticed 
that I am not touching the Income tax. If there be necessary 
changes in this respect they will be dealt with later in a separ- 
ate bill. 

Among the taxes imposed last year was an increase in the 
duty on cigarettes. Ministers of Finance always look upon 
tobacco and cigarettes as easy marks—if you ever want a few 
million dollars just clap an extra duty on tobacco and cigaretivs. 
There was a time when whiskey bore this burden, but additional 
revenue is no longer possible from this source. I confess I 
thought last year we might get more money by increasing the 
duty on cigarettes by $1.50 per thousand. However, the figures 
seem to show there is a falling off in the consumption of cigar- 
ettes. My own judgment is that there is no falling off in the 
consumption, the only falling off is in that portion of the com- 
modity which pays duty. Along the boundary line, I am 
informed, it is a very easy matter to smuggle cigarettes. There 
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are articles which cannot well be smuggled, and there are articles 
which may be smuggled very easily. Unfortunately, cigar- 
ettes come within the latter class. However, our expectations in 
regard to this tax have not been realized, and we propose now 
to strike off the extra $1.50 duty and revert to the old rate. 

There were other disappointments. We thought we might 
get some money from an excise tax on beetroot sugar, but noth- 
ing has come of that. The trade interested has complained very 
much; no revenue has come to us; and, as I am proposing some 
readjustment of the sugar duties in other directions, we have 
concluded to abolish the tax on beetroot sugar. 

There were several taxes which caused a good deal of irri- 
tation, among others the soft-drink taxes. We propose to 
change the form of these, and instead of 5 cents per gallon and 
5 per cent, we propose to strike that business at its source by 
imposing a tax of one cent per pound on carbonic acid gas. We 
think we will get our money to the same extent and with less 
trouble. 


Customs Tarirr CHANGES 


We are not making many changes in the details of the Cus- 
toms tariff. I will mention some, others will be found in the 
resolutions by those who study them carefully. Nearly every 
item I shall mention is in the direction of reduction. It is a rare 
thing in this budget to have any proposal to increase taxation, 
but there is an exception in the item I am about to mention. 
We are proposing to increase the duty on raisins and dried 
currants so they will be free from Great Britain and pay 3 
cents a pound under both the other tariffs. My hon. friend 
the Minister of Trade and Commerce (Mr. Robb) recently 
made a trip to Australia in the hope of coming to a commercial 
arrangement with the Australian Commonwealth. As we know, 
while he made some progress which gave him some encourage- 
ment, he was not able to conclude an agreement. We are 
advised that in addition to our British preference which we 
offer to the Australians they are particularly interested in 
raisins and dried currants, and if we change our tariff so as to 
offer some inducement to them on these items it will go far to 
make them content with our scheme and bring about an agree- 
ment. In the hope that that may be the case, we are going 
to provide that the duty on raisins and dried currants shall be 
increased to 3 cents a pound under the intermediate and under 
the general tariff, but that they shall be free under the British 
preference. If Australia makes an agreement, and thus comes 
under the benefit of the British preference, this will be the rate 
which will be imposed upon the things that she is most anxious 


to send us. There is a small duty on raisins and dried currants 
now. 
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Sir HENRY DRAYTON: Two-thirds of a cent. 


Mr. FIELDING: Yes. The Customs Department has had 
some trouble during the past year with regard to the kind of 
petroleum which was imported at the Pacific coast, the import- 
ers claiming that it was crude petroleum and should be admitted 
as such. The Customs Department ruled that it was a com- 
modity in which some advancement had been made in manu- 
facture and that it could not be admitted as crude. We are 
proposing now to fix a small duty upon it of 3/10, 4/10, and 6/10 
of a cent per gallon. This we think will enable this petroleum 
still to be brought in; but as it is a half-manufactured product 
it is not in a position to claim freedom from duty. 

Iron or steel scrap per ton is now dutiable at 50 cents, 90 
cents, and $1. We propose to reduce it to 25 cents, 45 cents, 
and 50 cents. 

Boots or other appliances for deformities of the feet are 
placed on the free list. 

Casual donations are allowed to come in free now to the 
amount of fifty cents’ duty. We propose to make the item one 
dollar. 

We propose to insert a special item for machinery of 
a class or kind not made in Canada, designed to manu- 
facture goods not made in Canada; in other words, new indus- 
tries which will come in. We are not making the machinery 
free, but we are proposing to give it a drawback which will 
make it practically 40 per cent of the ordinary duty. 

Another article in the way of machinery is also dealt with. 
It is represented to us that vast quantities of fish waste are 
destroyed in Canada which could be converted into useful 
material, such as fertilizers, poultry feed, and so forth, and we 
propose that machinery of a class or kind not made in Canada, 
designed for that purpose, shall be admitted free. 

We are proposing that hemp seed be put on the free list. 

There is an item in the tariff now by which well-drilling 
machinery for the prosecution of the oil industry is free within 
certain limitations. It has been represented, however, that the 
item is rather narrow. We are broadening it out so that it will 
include practically the whole equipment for well-drilling except 
motive power. 

The duty on stumping machines is reduced and provision 
is made for a drawback. 

Malt flour which is used by bakers is reduced one cent per 
pound. 

The item of printing machinery is broadened out to include 
some articles which are not mentioned in the present tariff. 

A new industry is promised us for the manufacture of artifi- 
cial silk. It is represented to us that this industry will employ 
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a large amount of labour and we have every reason to believe that 
if we can make encouraging terms a great industry will be estab- 
lished. We propose to make a classification in which it will be 
treated largely as silk, and we have every reason to hope this will 
lead to a very important industry being established. 

We propose to adhere to and extend the British preferential 
tariff. Our proposal is that on whatever duty may be payable 
according to the varying rates of the British preferential tariff 
a discount of 10 per cent shall be allowed. This, of course, does 
not mean a 10 per cent reduction of the tariff rate. Where the 
tariff rate is 30 per cent the discount of 10 per cent will reduce 
it to 27 per cent; where the tariff rate is 25 per cent, the discount 
rate will reduce it to 224 per cent, and so forth. To these re- 
ductions we attach two qualifications, the first of which is that 
they shall not apply in the case of any article where the duty is 
not above 15 per cent. A duty of 15 per cent will not be regarded 
as a high one, and it will hardly be expected that we ought to 
apply these reductions to items which stand at 15 per cent or less. 
That is one important qualification. There is another one, how- 
ever, which I am sure the House will receive with satisfaction; we 
say that this 10 per cent discount shall only apply when the goods 
are brought direct to the ports of Canada. With Montreal and 
Quebec in summer, Halifax, St. John, Victoria, Vancouver, and 
Prince Rupert all the year round, Canada has abundant oppor- 
tunity to bring her goods into her own ports. We think this is 
an important step in the direction of the encouragement that 
many people in our ports have long desired. In this part of our 
programme we believe we are doing three things which are worthy 
of commendation. In the first place, there is a comprehensive 
reduction of duties—and that will be agreeable to those who 
regard the tariff as a tax. Then, there is an emphasis given to 
the British preference, which has always found favour among the 
people of Canada, and then at the end we have this effort to do 
something for the encouragement of our own ports. We hope 
the proposal made in this respect will meet with the satisfaction 
of the House; I am sure it will. 

I mentioned that we were haying some revision or readjust- 
ment of sugar duties. Increases of taxes on commodities are 
quick to reach the consumer; reductions of taxation on like 
articles are slower in their operation. The reductions which fi 
have already mentioned will in due time represent a substantial 
diminution of the burden of taxation. 


Sucar Dutirs 


There is another item on another article of commerce to 
which I now wish to invite the attention of the House. If there 
is one article of almost universal use among our people, it is 
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sugar. Taxation on sugar is a burden on the whole people, and a 
reduction of the duty on sugar is one of the most direct methods 
of granting relief. During the war sugar advanced to very high 
prices. After the war there was for some time reduction until 
prices became somewhat normal. Quite recently, however, we 
seem to be returning to wartime conditions with respect to the 
cost of sugar. Just what may be the cause of this advance is 
perhaps a matter of controversy. In some quarters it is alleged 
that speculators in the United States have obtained control of 
the market and that this is the cause of the rapid increase of 
prices. But one thing that the consumers distinctly know is that 
they are again called upon to pay very high prices for this very 
necessary article of household use. In the United States the 
feeling is so strong that householders in many places are organiz- 
ing boycott campaigns against the use of sugar. Nothing of the 
kind has yet occurred with us, but the consumer is everywhere 
feeling keenly the burden of the high cost. If, then, we would 
make some very substantial reduction of taxation, something 
having a direct bearing on the cost of living, what article is so 
suitable for the purpose, under present conditions, as the article 
of sugar? We propose a reduction of 50 cents per 100 pounds on 
refined sugar and a proportionate reduction on the raw sgar from 
whch the refined article is made. I estimate that in this item 
we relieve the consumers of sugar of taxation to the extent 
of $2,500,000. 

There is another point I should mention in connection with 
sugar duties. You know that we have in our tariff what is called 
the dumping duty, which is designed to apply where illegitimate 
competition is taking place. There are some lines of trade in 
which it has not been deemed necessary to apply it; the dumping 
duty does not apply to refined sugar imported from the United 
Kingdom. So long as sugar is at a moderate price, that may be 
all right; the dumping duty would be applied in the case of 
importations from other countries. But if sugar is going to be 
at a very high price, as it is now, with the prospect of going 
higher, then we think a restriction of the dumping duty should 
apply, and we propose that wherever sugar costs at the point 
of shipment more than 8 cents per pound, the dumping duty 
shall hereafter not apply—that is, there will be freedom of 
purchase irrespective of dumping duty. 


Copper Bounty 


We have been asked from time to time to do something to 
encourage industries of various kinds. Where these applica- 
tions take the form of a request for higher duties, the problem 
is not an easy one. One of the difficulties of such a situation is 
that there are many items in the tariff which cannot stand 
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alone for consideration; they are closely related to one another. 
The article which is the finished product of one man is practically 
the raw material of another, perhaps of several others. If 
you increase duties to assist the first man, you disturb the 
whole scale and all the others will expect compensatory in- 
creases. Industrial aid of this kind naturally meets with 
widespread objection. There is another form in which it may 
be possible to assist industry without the disturbing results I 
have mentioned. The granting of a bounty simplifies the case. 
Many pcople, willing to see industry aided, would. prefer the 
bounty rather than protective duties, especially if the bounty 
be of a temporary character and placed on a sliding scale. One 
merit of the bounty system is that you know precisely what you 
are paying and can compare the cost with the results. We 
have given careful consideration to requests made to us on 
behalf of the copper interests of Canada. Canada is a copper- 
producing country. Our far western province, British Columbia, 
is rich in this respect. Yet the copper industry has made but 
moderate progress. There is a duty of 13 cents per pound on 
copper in the form of ingots. A very large enterprise has been 
established in British Columbia which is encouraged by this 
duty. The next stage of the copper business is the production 
of bars and rods, which become the raw material of other 
manufactures, such as the making of wire. Copper bars and 
rods are the raw material of wire manufacturers. To assist 
them, these bars and rods were some years ago placed on the free 
list for the use of manufacturers in their own factories. All 
these bars and rods are thus imported free. Neither of these 
copper products is produced in Canada for the reason that our 
producers are unable to compete with large manufacturing enter- 
prises in the United States. We sympathize very warmly with 
the desire to have a larger development of the copper industry 
in the Dominion. Since a duty on bars and rods would prob- 
ably necessitate increased duties on a number of articles 
made from copper, we are unwilling to grant aid in that form. 
We have concluded that if the copper industry is to be encour- 
aged as we would desire, it will be better to deal with it 
directly in the way of a bounty than by higher duties on that 
which is the raw material for other factories. I said that a 
bounty will be regarded by many as a better form of aid than 
any increase of protective duties. But even a bounty would be 
objected to with much reason if it were not of a temporary 
character. Much has been heard in times past of the importance 
of assisting infant industries. Most folk will be kindly disposed 
towards the industries while they are in their infancy. But 
experience has shown that the infant grows up, and when he 
has attained to all the strength of manhood he is still found 
clinging to protective duties and claiming that he cannot live 
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without them. A new industry which is to have that kind of 
experience is not a very desirable one for the country. An 
industry based upon the natural resources of the Dominion 
which wants a helping hand at the beginning and is prepared 
later to rely on its own strength and character is worthy of con- 
sideration. We propose to afford a measure of help to the cop- 
per industry of Canada on the condition that that help shall take 
the form of a bounty, that the amount of the bounty shall be 
held within proper limits and that it shall be reduced from year 
to year until it is extinguished. We propose to allow a bounty 
for a period of five years beginning at 145 cents per pound 
and diminishing from year to year until the end of the five- 
year term. The bounty will apply to copper bars and copper 
rods manufactured in Canada, from copper produced in Can- 
ada, and sold for consumption in Canada, and not to include 
exports. The privilege now granted to manufacturers to import 
copper rods and bars for their purposes free of duty will con- 
tinue. What we desire is that the aid we are giving will 
enable the Canadian producers to compete as they have not been 
able to compete before with their American rivals and that they 
will get a reasonable command of the market. We are placing 
a limitation of $200,000 per annum upon this bounty. At the 
beginning the industry will not earn anything like that. As 
the time rolls on it will probably earn that much, but when it 
gets to its highest point it cannot get more than $200,000 
in any one year. 
Bounty on Hemp 


There is another industry to which we are going to extend 
similar aid. We have been working together to encourage the 
cultivation of hemp, for which article we are assured the soil 
of parts of our country is particularly adapted. It is believed 
that with some encouragement a large manufacturing plant 
can be established in Manitoba, drawing its raw material from 
the crop to be raised in the immediate vicinity. Here again 
is a case where the helping hand may only have to be extended 
at the beginning. There is a large market in Canada for pro- 
ducts manufactured from hemp, and other articles of similar 
character. If we can economically produce the hemp ourselves 
and turn it into manufactured products in factories within easy 
reach of the fields in which it grows, surely that is an industry 
which may be well worthy of the helping hand. We therefore 
propose to apply in this case substantially the same rule as in 
the ease of the copper industry. Under the aid we are affording, 
copper rods and bars should be turned out in Canada at an 
early date. The development of the hemp business will be 
slower. To complete the plans of the authorities who are 
giving attention to the promotion of the movement, to raise the 
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crop and prepare and manufacture the hemp, will take a con- 
siderable time. We therefore propose that in this case the five 
year period shall begin on the first day of July, 1925. By that 
time binder twine and other products made from Canadian hemp 
should be ready for the market and the producers will be in 
a position to claim the bounty. In this case also we propose a 
bounty beginning at one and one-half cents per pound on the 
hemp and diminishing from year to year, until at the end of the 
five years the bounty is extinguished. 

In this case, too, we limit our payment to $200,000 per 
annum. A much less sum would be sufficient at the beginning, 
but as the enterprise develops its business may be large enough 
to absorb the full $200,000. 


Bounties GRANTED AND BountTirs WITHDRAWN 


We are proposing the granting of certain bounties to develop 
new industries. Let me now draw attention to our desire to put 
an end to some bounties— 


Mr. McMASTER: Hear, hear. 


Mr. FIELDING: —which we think have served their pur- 
pose. 


One of the measures adopted under authority of the War 
Measures Act was the granting of a bounty to encourage the 
production of linen thread. The bounty was not to exceed 
$25,000 per annum and was limited to a term of three years. 
The law allowed an expenditure of $25,000 per annum, but in no 
year did the actual expenditure reach as high as $6,000. How- 
ever, the three years are over and that bounty will cease. We 
are not proposing to renew it. 

Many years ago provision was made for a bounty of three- 
eighths of a cent per pound on manila hemp used in the manufac- 
ture of binder twine. There was ut the time an export duty 
in the Philippines against hemp coming into Canada, which 
did not apply to hemp going to the United States. This placed 
the Canadian manufacturer at a disadvantage to meet which the 
bounty was granted. The export duty was repealed some years 
later and no money has been paid under this authority for 
some years. We have deemed it well, however, to repeal the 
act, so that there may be no misunderstanding concerning it. 


Some years ago, in the readjustment of petroleum duties, 
a bounty was provided for in the case of petroleum produced in 
Canada. The operations carried on under it were never very 
large. They were chiefly in Ontario and later in some degree 
in New Brunswick. The operations have dwindled considerably. 
The total amount paid in the form of bounty in 1922 was 
$93,636. The amount is not large, and if we had to consider 
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only the conditions which existed when the bounty was applied 
it might not be worth our while to make any change. But 
oil has been found in our western country. There is a wide- 
spread conviction that we are on the eve of great oil discoveries 
in the far west and north. The development of great oil wells 
in that country would of course be in one way a blessing, as 
adding so much to the natural resources of the Dominion. But 
from the Dominion Treasury’s point of view that which might 
seem to be a blessing would be little less than a disaster. If 
there should be, as may very likely occur, great strikes of oil 
in the western country, the bounties we are called upon to pay 
would be a very serious charge upon the treasury. We are 
proposing, therefore, to confine the bounty of one and one-half 
cents per gallon to those who have already been receiving it, 
to continue it for one year, until July, 1924, that next year it 
shall be cut one-half, and that thereafter the bounty shall 
cease to be paid. 


Forrest CONSERVATION 


The question of forest conservation has of late commanded 
ever-increasing interest. Where a country has a lavish supply 
of anything, we are apt to be careless in the conservation of it. 
Too often it has been assumed that there is no limit to the forest 
wealth of Canada. Those who have given the matter closest 
attention realize that with the extensive operations of the lum- 
bermen, the immense damage by fire and by insects, a timber 
famine in Canada is by no means impossible. Every effort that 
can be made in the way of conservation should be and is being 
encouraged. From some enthusiasts there is a call for more 
drastic methods. It is proposed that we prohibit the exporta- 
tion of pulpwood. In several of the provinces this prohibition 
is already in effect through provincial regulations. Only the 
federal parliament can prohibit any exportation, but where pro- 
vincial governments are owners of timber lands they can in 
their leases stipulate the conditions under which operations 
shall be carried on. In this way several of the provinces have 
practically prohibited the export of pulpwood. But there are 
in all the provinces private lands which are not subject to 
provincial restriction. The object of the movement to which 
I refer is to prohibit the export of wood by these private owners. 
Such a policy while it would find favour in some quarters, would 
certainly be objected to by the private land owners, who will 
argue that they should be as free to dispose of the products of 
their land as other land owners are. Before reaching a con- 
clusion in this matter, we think there should be a more thor- 
ough investigation than there has been before and we shall 
therefore, during the recess, endeavour to find suitable persons, 
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one or more, to inquire into the matter and get all the informa- 
tion which it is possible to obtain before coming to a con- 
clusion. 

TaRIFF STABILITY 


There is a thought which does not receive as much con- 
sideration as I think sometimes it should be given in public 
discussions, and that is the desirability of something like tariff 
stability. Business men do not like to be always threatened 
with changes in the tariff. There is no finality in legislation 
either as respects that tariff or as respects anything else. That 
which parliament can do to-day it can undo to-morrow. Every- 
body knows that. Everybody must conduct his business in the 
light of that fact. Nevertheless it is desirable that something 
like an assurance of tariff stability should be given to business 
men. Exceptions will occur. There will be cases where, in the 
interest of the consumer, reductions in the tariff ought to be 
made. There will be inequalities discovered in the tariff which 
should be corrected; there will be errors which should be reme- 
died. Any minister, any government, any parliament must be 
free to deal with these cases as they arise. But the conditions 
to which I refer are exceptional. Speaking broadly, it is pos- 
sible to give the country a reasonable assurance of stability of 
tariff. Such assurances are very desirable, for no business man 
would care to enter upon enterprises which may be brought 
into peril by frequent tariff changes. The tariff as it will be 
when the changes proposed to-day come into effect will be a 
moderate tariff and probably as low as the country can afford to 
have under present conditions. Of course we cannot expect that 
it will be satisfactory to everybody. It will not meet the desires 
of those who would rigidly apply the principles of free trade. 
It will not meet the wish of the advocates of high protection. 
After all life is largely made up of compromises. In the realm 
of political affairs orderly government can be possible only 
where a spirit of compromise exists. Subject to the exceptional 
conditions such as I have mentioned, I think the country should 
be content to accept the tariff as it will now stand as one as 
fair and reasonable as can be prepared under all the circum- 
stances, and business men should be able to carry on the various 
enterprises without the fear of being soon disturbed by further 
changes. 

Stability of tariff cannot be expected while tariff rates are 
high. But where the rates are for the most part, as in our tariff, 
moderate, a reasonable measure of tariff stability should be 
assured. : 

ReLations WirH THE Unirep States 


I want to say before I conclude a word or two with regard 
to our relations with the United States. With a few excep- 


19 


tional cases, we do not propose any reduction in our general 
tariff which applies to goods coming from the United States. 
While we naturally desire to develop trade within the Empire, 
as we have been doing and wish to continue to do through the 
British Preferential tariff, we do not conceal from ourselves the 
fact that our trade relations with the neighbouring public are 
matters of very grave importance to many of our Canadian 
people. The Congress of the United States in the exercise of 
its undoubted right, has established what is commonly called 
the Fordney-McCumber tariff, which is largely a high tariff, 
and which we realize operates to the disadvantage of Canada. 
Any desire that we may have towards modification of our own 
tariff is naturally held in check by the high tariff of the United 
States. Whatever may have been thought and said and done at 
other times, there is hardly anybody in Canada to-day who 
does not feel that better trade relations between the Dominion 
and the United States are very desirable. I believe I am war- 
ranted in saying that to-day there is no class of the Canadian 
people who do not recognize that it is of the highest desirability 
that we should have proper trade relations with the United 
States. The desire of Canada to make a friendly treaty with 
the United States ought to be well known, and I think it is 
well known. As to the willingness of Canada to have a measure 
of reciprocity between the two countries there ought to be no 
question. A minister of this government went to Washington 
and informed the government and the Congressional leaders of 
Canada’s willingness to enter into negotiations for another reci- 
procity treaty. They know our willingness in this regard, and 
I think it is well we should say it again. The position of our 
government in the matter, therefore, is well known. In 1879 
when the national policy, so-called was framed there was what 
was called a standing offer to the United States, and the United 
States had notice of how Canada would like to deal with them. 
I want to adopt the principle of that though not the details of 
it. I am proposing that we shall put into our tariff laws to-day 
a declaration of our readiness and our willingness to make an 
arrangement with the United States whenever they are ready 
to meet us on fair terms. I propose to put in this clause: 


‘The Governor in Council may authorize any minister of the Crown 
to enter into negotiation with any authorized representative of the 
government of the United States with a view to the making of a com- 
mercial agreement between the two countries on terms that may be 
deemed mutually beneficial. Any agreement so made shall be subject 
to the approval of the Parliament of Canada. 


This is a general indication of our willingness to make a 
commercial treaty with our neighbours. We realize, however, 
that if this suggestion on our part should meet with favourable 
consideration, considerable time would have to elapse before an 
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agreement could be made and brought into effect. It would 
require action by congress. Congress only could deal with the 
matter in that broad way. Is there not some other way in which 
the desired end, in part at least, could be reached? Can we do 
nothing in the meantime? Possibly we can. Under the present 
law of the United States there is a privilege granted to the Presi- 
dent of the United States to make certain reductions if he likes 
to do so. He may do that without waiting for congress, and, 
therefore, we propose to insert this clause, having relation to 
that particular matter: 


If the President of the United States, under authority of the United 
States’ Tariff Act of 1922, determines to reduce the duties imposed by 
such act on the following articles, that is to say: 

Cattle, wheat, wheat flour, oats, barley, potatoes, onions, turnips, 
hay, fish as enumerated in paragraphs 717, 718, 719 and 720 of the said 
Tariff Act of 1922, the Governor in Council may by order in council 
make such reductions of duties on similar articles imported into Canada 
from the United States as may be deemed reasonable by way of com- 
pensation for such reductions on Canadian products imported into the 
United States. 


The previous paragraph makes a standing offer of reci- 
procity which we know can only be adopted by congress. This 
paragraph appeals to the President, or intimates to the Presi- 
dent, that if he is prepared to exercise the power which the 
congress has given to him by way of reduction, we are prepared 
to meet him on similar terms. I do not know that any good will 
come from it. I think we are doing right to place on record our 
desire and determination to meet our American friends on fair 
terms, if they will meet us. 


THE OvTLOOK 


Canada, in common with other countries has been passing 
through a period of severe depression. Some of our farmer 
friends have come to us from the West with gloomy stories of 
the condition of affairs in their part of the Dominion. Unfor- 
tunately, there has been depression, not in the West only, but 
in the East as well. Not many months ago, the conditions in 
the neighbouring Republic were in every respect as bad as, and in 
some respects worse than, in our Dominion. Suddenly, so 
suddenly as to leave room for doubt as to a continuance of it, 
a great revival of business has arisen in the United States. 
Whether there is economic ground for it is doubted by many 
thoughtful students. The buying power of the western farmer in 
the United States is still at a low point. Foreign markets are 
still so much disturbed that the prospects of large sales in that 
quarter are not bright. Nevertheless, there is a boom on in the 
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United States. I asked a friend who is a careful observer of 
these things on what he thought the American people found 
ground for their present activity. His answer was, “By faith in 
themselves.” It really seems that this is the case. It is a sort of 
“Couéism.” They resolve that things are going to get better, 
and they believe that they are better. However that may be, 
we need not analyze the conditions. We know there is great 
activity in the United States. Stern economists will wonder 
what our American friends are going to do with the products 
they are having turned out so rapidly from the American fac- 
tories. Meanwhile there is no question that the boom is on. 
Instead of the unemployment which prevailed so widely but a few 
months ago, there is now a great demand for labour. Wages 
which had begun to fall are again on the rising scale. This 
activity across the border, this great demand for labour at high 
wages, has naturally affected us in Canada. We are so near to 
the United States, and it is so easy for our people to cross the 
border, that when things are somewhat dull over here, and high 
wages are offered in the United States, there would naturally 
be such an exodus as there has been during the recent months. 
But this I believe is only a temporary condition, I believe they 
will come back. Experience has shown that the United States 
are usually ahead of us by a few months, perhaps a year, in 
the change of conditions. The prosperity which comes to them 
reaches us a few months later. The adversity which sometimes 
comes to them comes to us a few months later. This experience 
justifies us in believing that history will repeat itself in this 
respect. Already we see signs of reviving activity in our country. 
That we may check the exodus and bring back many of those 
who have already gone is a reasonable expectation. If we have 
faith in ourselves, faith in the intelligence, industry and courage 
of the Canadian people, faith in the vast and splendid resources 
of our Dominion, we may justly look forward to an early revival 
of the prosperity of former days. 
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BUDGET SPEECH 


DELIVERED BY 


HON. JAMES A. ROBB, M.P. 
ACTING MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, MARCH 24, 1925 


WAYS AND MEANS—THE BUDGET 
Hon. J. A. ROBB (Acting Minister of Finance) moved: 


That Mr. Speaker do now leave the Chair for the House to go into 
Committee of Ways and Means. 


He said: In presenting to-day the annual statement of the 
financial affairs of our Dominion, may I express the sincere 
regret, which I am sure we all share, that our hopes and wishes 
for a speedy recovery of the Minister of Finance, the Right 
Honourable Mr. Fielding, have not been fully realized. 


Pusiic Accounts, 1923-24 


The Public Accounts for the financial year 1923-24 were 
tabled in this House on the 9th of last month. The consolidated 
fund revenues or ordinary receipts are shown as $396,837,682.22, 
being $837,682.22 in excess of the estimate given to the House 
last session; and $2,222,782.22 over the corresponding receipts 
for the previous year. Other receipts amounted to $9,743,635.74, 
which brought the gross revenue to $406,581,317.96. 

The expenditure side shows $324,813,189.75 for ordinary 
expenses, being a decrease of $7,480,542.34 under corresponding 
expenditures for the previous year. Capital, demobilization and 
other charges amounted to $19,208,597. The gross expenditure 
was $344,021,786.75, or $6,586,759.97 less than for similar services 
the previous year. 

The public debt was decreased by the amount of $35,993,- 
593.86. Since Confederation decreases of debt have occurred in 
only nine of the fifty-seven years completed. $35,993,593.86 is 
the largest decrease of any of those nine years, being $10,375,- 
758.83 greater than that for any previous year since Con- 
federation. 

Dest RepucTion or 1923-24 

May I, before dealing with the outcome of the year 1924-25, 

which ends on the 31st of this month, ask the indulgence of the 


House to refer for a moment to a contention advanced last 
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session in this chamber that the reduction of debt by some 
$35,000,000 was arrived at by a departure from the practice 
heretofore followed in dealing with loans to the Canadian 
National Railway system. The fallacy of this contention was 
fully explained by the Prime Minister from his place in this 
House. My reasons for referring to this matter in the budget 
speech are not so much in the interests of the party to which 
I have the honour to belong as in the interests of all who make 
up our national life. The attack at the time was weakened by 
the fact that no two of the critics seemed able to agree on just 
how many millions were involved and to what extent the debt 
should have been affected. During the recent recess of this 
House, these remarkable and fallacious charges have been 
reiterated in public speeches and also featured prominently in 
certain issues of the public press. Criticism of the public policies 
of any party is expected, but to step aside and charge an 
administration with altering the method of keeping our national 
records, for the purpose of showing the financial position of 
the country to be other than it really is, brings with it a danger 
which I am sure is not fully realized by those carrying on such 
propaganda. We Canadians are in the process of becoming 
in the not far distant future a great nation. We are-in the 
growing period. We must practise economy, but we must make 
such provision for the development of our country and of our 
transportation facilities as will be necessary to meet our growing 
needs. To meet the necessary capital charges required for 
national development we may need outside capital. If we 
require to go to a foreign money market for loans to be used 
for the development of this country, I submit there is danger 
that our credit, now at its highest point, may be damaged and 
that we may be called upon to pay higher rates for accommoda- 
tion. It was not until I feared that such criticisms of the 
accuracy of our public records might result in impairing our 
national credit that I thought it worth while to take the necessary 
steps to have our balance sheet for 1923-24, the year concerned, 
examined by two of the most outstanding chartered accountants 
in Canada, men to whom no one could take exception. This 
was done for the double purpose of satisfying the people of 
Canada as well as those outside of Canada whose good-will and 
financial resources we might need in the developing of our 
country. On the 27th January, 1925, I received the auditors’ 
certificate, a copy of which has been printed on the balance 
sheet on page number three of the Public Accounts for 1923-24. 
The certificate reads as follows:— 


“We have examined the Balance Sheet of the Dominion of Canada 
as at March 31, 1924, and we certify that the Balance Sheet conflorms to 
the Balance Sheets of previous years in not including in the Net Debt of 
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the Dominion, issues of the Canadian National Railway Company and 
Companies included in its System, which carry the Guarantee of the 
Dominion of Canada. Such Guaranteed issues are shown year by year 
as Indirect Liabilities. 
“ Gro. Epwarps, 
Of the firm of Edwards, Morgan & Co. 


“W. GartH THOMSON, 
Of the frm of Peat, Marwick, Mitchell & Co. 


“Orrawa, Canapa, 27th January, 1925.” 


While guaranteed loans in the past have been issued for the 
purpose of taking care of deficits, capital and other charges, and 
treated in our public accounts as indirect obligations, I submit 
that it would be an ideal practice if, for the purpose of securing 
better terms in the flotation of Canadian National Railway loans, 
the guarantee of the Minister of Finance could be confined solely 
to loans raised for the betterment of the Railway System; and 
in this respect this administration has been singularly success- 
ful. The System is now meeting its running expenses with a 
surplus left over for fixed charges. The Railways are not called 
upon to pay out of their revenues interest on Dominion loans 
made to them by way of cash, although such is included in the 
annual railway budget as submitted from time to time by the 
Minister of Railways and Canals. They are thus relieved for the 
present from a very large annual commitment, and in conse- 
quence are able to carry on their capital and betterment require- 
ments by loans guaranteed by the Minister of Finance. Net 
operating income surplus, together with the cash loans made by 
the Government, meet the railway’s fixed charges, which, of 
course, include interest charges on obligations held by the public. 


THE CANADIAN NATIONAL RAILWAYS 


May I here explain, for the information of this House and 
the country, the relationship of the Canadian National Railways’ 
finances to the Dominion accounts. During war time stress it 
was deemed advisable, by the Government of the day, in order 
to avoid a possible breakdown in our transportation facilities, 
to give substantial financial aid to the Canadian Northern Rail- 
way and its constituent companies. Very large sums of money 
were loaned to the Company, the Government taking as security 
railway interest-bearing bonds or demand notes. These interest- 
bearing bonds or demand notes were until 1920 treated as active 
assets and they so appeared in the Federal balance sheet, being 
deducted from our gross debt in determining the net debt of the 
Dominion. The present Minister of Finance, Mr. Fielding, in 
this connection made the following statement in the House:— 

“When the amount was not very great in proportion to our business, 
perhaps there was no need of any discrimination, but when these assets, 
47—2 
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under ‘the operation of our railways, grew to very large figures, it became 
desirable or necessary that there should be discrimimation.” 


He further stated:— 


“My predecessor in office very properly made that discrimination by 
dividing our assets into active and non-active.” 


The railway loans were, for the year 1919-20, classified as 
non-active, thus increasing the net debt of the Dominion by 
the amount of the total of the then railway loans. The amount 
so added at that time by the immediate predecessor in office was 
$272 ,624,931.34. When the present Minister of Finance, Mr. 
Fielding, took office, he continued the policy of his predecessor, 
and that policy is still being followed. Each year Govern- 
ment loans to the Railway Company are added to our debt, 
and the Company’s own securities issued to the public carrying 
the guarantee of the Minister of Fiance are, as formerly, set 
out in our public accounts as indirect obligations. To illustrate: 
on the 3lst March, 1922, the net debt of the Dominion stood at 
$2,422,135,801. On the 3lst March, 1924, the net debt was 
$2,417,783,275, a decrease in the net debt of $4,352,526. The 
amount of loans to the Railway Company from the 3lst 
March, 1923, to the 31st March, 1924, namely, $24,500,000, was 
added to the debt of the country. Fortunately, our financial 
condition was sufficient to more than offset this heavy addition 
to the net debt, and in spite of it we more than balanced our 
budget in that year by some $35,900,000. The total of our net 
debt, as of the 31st March, 1924, namely, $2,417,000,000, in- 
cluded the total amount of approximately $582,000,000 of 
railway indebtedness as up to that date. 


Tuer Rarpways Have not Paip ARREARS OF INTEREST 


The Railway Company from earnings are not yet able to 
meet the arrears of interest accumulated on our loans to the 
Company. This Government, following the policy of its pre- 
decessors, continues to relieve the Company from the payment 
of interest. To do otherwise would require the increasing of 
our annual provisions in the estimates, thus adding to our debt 
on the one hand, and, after receiving back from the Company 
the amount so provided in our estimates, crediting it to interest 
on investments account on the other hand, thus reducing our 
debt by the very amount by which we increased it. The total 
amount of these arrears of interest on the 3lst March, 1924, 
was about $131,000,000, but it is not treated in our public 
accounts as an asset: it is held in abeyance only as an overdue 
account. 
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May I, before leaving this question of debt reduction, 
direct the attention of the House to the balance sheet of the 
Public Accounts at the close of the financial year 1923-24, page 
two, where will be found among our assets an amount of 
$43,612,756.16, cash left in our hands after the closing of our 
accounts for that year; and I submit the question: Is not the 
actual possession of so much cash conclusive evidence that we 
ended that year with excellent results? For the information 
both of this House and of the country, may I point out that 
of this amount—the savings made—$34,500,000 was segregated 
and deposited in an interest-bearing special account, until such 
time as the pressing needs of the country required it for our 
general purposes. 

Last year the statement was made that during the fiscal 
year 1922-23 the Minister of Finance had paid out actual cash 
for all the requirements of the Railway System for that year 
and that the same course should have been followed in the year 
1923-24. It is perfectly true that during 1922-23 the Minister 
of Finance was able to meet the requirements in cash for all 
railway obligations including capital charges. In that year we 
received from the Imperial Government $56,000,000 towards 
liquidation of large outstanding obligations incurred by the 
Imperial Government during the war. The Minister of Finance 
thus found himself in possession of a large amount of cash 
which was not the outcome of that year’s taxation, and rather 
than issue securities to the public, and thus incur an additional 
obligation with its annual high interest charges, he wisely took 
the position that, in view of the high interest rates then prevail- 
ing, it would be better to utilize this cash for all the purposes 
of the railways and allow that part of it for capital requirements 
to enhance the value of the road. 

Parliament has made provision for our railway requirements 
by authorizing the Government to make loans to the railways 
for all purposes by way of cash or by way of guarantee or 
partly one way and partly the other. This was the nature of 
the authority asked for by our predecessors in office and is 
still the form of authority given by Parliament. Parliament 
does not authorize the Government to issue loans for railway 
purposes, except by way of guarantee. 

Mr. Speaker, I now ask that the courtesy of the House be 
extended to enable me to put into Hansard a tabulated state- 
ment supporting the remarks I have just made as to the 
allocation of Government aid, by cash or guarantee, given to 
the railways. 


47—25 
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STATEMENT OF LOANS TO RAILWAYS FOR 1922-23, 1923-24 AND 1924-25 
MADE IN CASH AND GUARANTEED BOND ISSUE UNDER AUTH- 
ORITY OF THE APPROPRIATION ACTS 


— 1922-23 1923-24 1924-25 Total 
$ $ $ $ 


Deficit—Operating deficit, inter- 
est due public, and rentals of 
leased lines \@seeaar. tees Sees 36, 722,181 | 20,356,198 | 21,343,940 | 78,422,319 

Redemption of Debt—including 
equipment trust principal 
payments and sinking funds.| 25,275,902 | 11,469,369 | 7,007,533 | 43,752,804 

Capital—Investment in road and 
equipment including acquisi- 
TION OL PLOVELtY eae ee cer 18,214,940 | 41,630,933 | 33,765,527 | 93,611,400 


80, 213,023 | 73,456,500 | 62,117,000 | 215,786, 523 

Discount on Government Guar- 
anteed Bond Issues. .-caee |e ees: 1,093,500 | 1,910,000 3,003, 500 
80,213,023 | 74,550,000 | 64,027,000 | 218,790,023 


These totals are made up as 
follows: 

Loans by way of cash charged 
to the net debt of the Domi- 
THOT Poe Gene ee SO OPS. (023 9524155020001] 18; 0270008 ndaa.790, 020 

Loans by way of Government 


Guaranteed bond issues ..4. alts ss else 50,000,000 | 46,000,000 96,000, 000 
| 


While the estimated loans by way of cash of $18,027,000 for 
1924-25 are short of the estimated deficits for this year by 
$3,316,940, the statement shows that for the three years under 
review the Government loans in cash have not only enabled the 
Railway Company to meet all deficits, including fixed charges 
due the public, but also left the substantial sum of $44,000,000 to 
be applied to capital requirements. 


Worip Economic CONDITIONS 


Mr. Speaker, before dealing with the present financial 
year, which closes on the 31st of this month, I would like to refer 
to the disturbed world-wide economic conditions which affected 
all nations so disappointingly during the year 1924. Early in 
the year a still more. pronounced business depression swept the 
European nations. Their vexed unsolved reparations problem, 
with no satisfactory suggestions towards effecting a readjustment 
of their difficulties, brought discouragement and depression. This 
gradually spread until it affected Canadian industrial and busi- 
ness activities. The ratification of the Dawes plan, providing 
for the establishment of an internationally controlled gold reserve 
bank of issue for the purpose of stabilizing the credits and 
currency of Germany, now carries with it a feeling of relief and 
hope as the first promising solution of the reparations problem. 

It will be some time before all returns for the fiscal year 
ending March 31, 1925, come to hand, but we are to-day in a 
position to estimate closely for the balance of the year’s opera- 
tions. 
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DECREASE OF $52,800,000 IN REVENUES 


The actual revenues received by the Department of Finance 
up to and including 28th February last amounted to $308,994,- 
207.71. The amount of revenues yet to come when the accounts 
for the year are finally closed is estimated at $35,005,792.29. 
This gives a total revenue of about $344,000,000, being a decrease 
of some $52,800,000 under the revenue of 1923-24. 


Sources OF REVENUE 


The estimated revenue from customs duties will be $108,- 
200,000, a decrease of some $13,300,000 under the previous year. 
From excise duties we expect $39,200,000, an increase of about 
$1,000,000. We estimate that the revenue from excise taxes will 
be $85,000,000, a decrease of about $35,600,000. From income 
taxes we estimate $56,550,000, being an increase of some $2,350,- 
000. From delayed business profits tax we will receive some 
$2,400,000, a decrease of $2,350,000. From interest on invest- 
ments we estimate a revenue of $9,350,000, being a decrease 
of about $2,550,000. We expect to receive $28,100,000 as Post 
Office receipts, being a decrease of about $750,000. From all 
other sources we estimate a total of about $15,200,000, being 
a decrease of about $1,500,000. 

Mr. Speaker, I again request the courtesy of the House in 
order to place on record in the form of a summary the figures 
which I have just given. 


| 
Estimated Actual 
_— Receipts Receipts Increase Decrease 
1924-25 1923-24 , 

$ $ ets. $ cts $ > \ cbs: 
Customise. path ott 108, 200, 000}121, 500,798 49}.............. 13,300,798 49 
Excise Duty.... 39, 200,000) 38,181,747 33) 1,018,252 67 
Excise Taxes..... 85,000, 000/120, 676,375 89).............. 35,676,375 89 
Income Tax..........-. 56,550,000) 54,204,027 99| 2,345,972 01 
Delayed Business Pro- 

Bia Tae = yes eee 2,400,000) 4,752,680 89)............. 2,352,680 89 
Interest on Investments. 9,350,000), 12, G16 ALS The viashs aid Bynes 2,566,479 11 
Post Office...... is 28,100,000} 28,866,808 41).............. 766,808 41 
All other revenue...... 15, 200, 000): 16,788,764, 11)... ... cb ed 1,538,764 11 

344, 000, 000/396, 837, 682 22| 3,364,224 68| 56,201,906 90 
344,000,000 00 3,364,224 68 
52,837,682 22 52,837,682 22 


$5,100,000 RepucTiIon IN EXPENDITURES 


Coming now to expenditures, it is estimated that when all 


accounts are closed the expenditure for the year on ordinary 
account will be $319,700,000, a decrease, as compared with the 
previous year, of some $5,100,000. 
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Taking the estimated revenue for the year ending 31st 
March, 1925, as $344,000,000, and the estimated expenditure 
chargeable to Consolidated Fund as $319,700,000, there will be a 
surplus of revenue over the ordinary expenditure of $24,300,000 
available for capital, special and other obligations. 

Capital expenditure for public works, including Marine 
Department, will amount to some $6,697,000. 

Capital expenditure for railways and canals will be $11,800,- 
000, of which $11,000,000 is for the Welland Ship Canal. From 
this amount $420,000 is to be deducted as refunds from previous 
years’ expenditures,—$180,000 on account of the Welland Ship 
Canal; $141,000 on account of Hudson Bay Railway; $47,000 
National Transcontinental Railway; $36,000 Canadian Govern- 
ment Railways and $16,000 from other sundry railway~ and 
canal services—leaving the net capital charges at $11,380,000. 

The total net capital expenditures for the year would there- 
fore be $18,077,000. 

Special expenditures will amount to $4,400,000, made up 
of: adjustment of war claims $475,000; cost of and discount 
on loan flotations for refunding maturing loans $3,350,000; 
Consolidated Fund transfer charges $575,000. 


SuRPLUS OF $1,823,000 on GOVERNMENT SERVICES 


Comparison therefore of the total of expenditures on all 
Government services, namely,—$342,177,000, with our estimated 
revenue receipts for the year, $344,000,000, will show that we 
have more than balanced the year’s business on Government 
services by the sum of $1,823,000; a remarkable result, I submit, 
in which Canadians may feel a justifiable pride when we realize 
that this year, as a result in part of our policy last year in 
reducing the burdens of taxation, we will receive from the people 
$52,837,000 less than in 1923-24; and may I repeat that notwith- 
standing this large reduction in our revenues we will end the 
present year with a surplus of revenues over expenditures of 
$1,823,000. ; 


$4,000,162 From RouMANIA AND GREECE 


In addition to this surplus on government business over the 
year’s transactions, the sum of $4,000,162 must be taken into 
account as an improvement in our financial position by an 
additional active asset having been added to our balance sheet, 
arising from negotiations begun in 1922 by our High Commis- 
sioner in London with the Governments of the Kingdoms of 
Roumania and Greece for the consolidation of our loans to 
those countries, with arrears of interest, thus placing their obliga- 
tions upon a sound financial basis. The arrears of interest were,— 
Roumania $3,520,636 and Greece $479,526. The High Commis- 
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sioner was successful in coming to an arrangement with these 
countries whereby such arrears were capitalized and additional 
bonds issued and transferred to the Dominion of Canada. The 
debts at that date, with the interest added as capital, were,— 
Roumania $23,969,720, and Greece $8,000,000, making a total 
of $31,969,720. This increased asset over the capital amount of 
their debt, which previously stood in our books, was $4,000,162. 
Treasury Bills previously deposited to secure the debt were 
backed only by the general credit of these countries. New 
securities given to the Dominion for the total indebtedness are 
further secured by specific charges on certain revenues of these 
countries. In the case of Roumania the service of the new bonds 
is a first charge upon export duties collected on wheat exports 
and other products; in the case of Greece, their obligations are 
a charge upon the revenues of the International Financial 
Commission appointed to administer certain specified revenues 
of the Greek Government for the purpose of meeting charges in 
connection with their external indebtedness. These governments 
have, since 1922, been paying their interest charges regularly 
and promptly, and in the case of Greece part of the principal 
in addition. 

This amount of $4,000,162, now classified in our books as 
an active asset, although resulting from previous years’ operations 
pertaining to our own public business, must be added to our 
surplus of $1,823,000 previously referred to, thereby making a 
total of $5,823,162 as the surplus of the results of the past year 
from government services. 


Ramway Accounts Kept SEPARATE 


If here I may digress for a moment, I would like to point 
out that in all budget speeches, as well as in the Public Accounts 
the results of the country’s own business transactions have always 
been dealt with separately and apart from other transactions, 
such as loans to the railways and Merchant Marine which, 
previous to 1918, were not provided for in our annual budget 
of estimates but were authorized by special Acts of Parliament. 

This year we presented our estimates for such services 
separately, in order to have them conform to the method 
followed in the submission of budget speeches and in the making 
up of our public accounts. 


Raibway FINANCING 


Parliament at its last session authorized $56,527,000 for 
loans to the Canadian National Railway Company. A further 
supplementary estimate has lately been placed on the Table 
of the House amounting to $7,500,000, which will bring the total 
provision for 1924-25 up to $64,027,000. 
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As in previous years, provision has been made that the loans 
might be by way of cash or by way of guarantee of railway 
securities for any or all of the requirements. Cash loans, pro- 
vided that the full amount will be required, will total $18,027,000. 
The difference between the $18,027,000 and the total amount 
asked for has been covered by way of bond issues, carrying the 
guarantee of the Minister of Finance:— 


$20,000,000 three-year, four per cent (4%) notes, and 
$26,000,000 thirty-year, four and a half per cent (44%) 
bonds, 


issued on the New York market under conditions distinctly 
favourable to the railways. 

Apart from the annual vote, the railways were required this 
year to raise additional funds for special purposes. An issue 
of $9,375,000 four and a half per cent, serial equipment trust 
bonds was sold. The money is being applied to the purchase 
of new equipment, which, following the usual plan of financing 
such issues, was pledged as security for the bonds. The Govern- 
ment’s guarantee was not required. 

During the year securities of the Canadian Northern Rail- 
way Company, guaranteed by the Minister of Finance under 
the provisions of the Acts of 1917 and 1918, respecting the 
acquisition of the Canadian Northern Railway system, fell due, 
as follows: $6,000,000 at five and one-half per cent; $11,000,000 
at five per cent. These maturities were refinanced by a consoli- 
dated issue of $17,000,000 four and one-half per cent ten-year 
bonds guaranteed by the Minister of Finance under the same 
statutory authority. A further flotation of $18,000,000 four and 
one-half per cent five-year guaranteed bonds was made under 
the provisions of the Acts of 1924 respecting branch lines and 
Toronto Terminals construction, the proceeds of which are to be 
paid out as expenditures thereon are incurred. 


Tue Pusiic Drsr 


I now come to the public debt: On March 31, 1924, our net 
public debt stood at $2,417,783,274.88. 

We will deal first with the business transactions pertaining 
to government services proper. Our ordinary revenues for the 
current fiscal year will be $344,000,000. Our estimated ordinary, 
capital, special and other expenditures will amount to $342,177,- 
000, leaving a favourable balance in the year’s operations of 
$1,823,000. To this must be added the sum of $4,000,162 previ- 
ously referred to, making a total of $5,823,162 as a reduction in 
dealing with our net debt on account of Government services 
proper. This amount is available to be applied on account of 
our loans to the Canadian National Railways of $18,027,000; to 
Canadian Government Merchant Marine of $900,000; and to 
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the Quebec Harbour Commission of $600,000, all of which, while 
being assets, but for the present considered as non-active, are to 
be added, thereby making an increase of debt during the year 
of about $13,703,838. 


Loan Fiorations Durine Fiscat YRAR 


During the fiscal year obligations amounting to $199,270,650 
matured. In addition provision had to be made for the meeting 
of obligations to the value of £5,000,000 falling due in London 
on the first day of May, 1925. In consequence the total sum of 
$223,603,983.33 had to be provided for. As a result of the suc- 
cessful financing of the Government the maturing obligations 
were met by new issues totalling $223,333,333.33, a saving of 
$270,650 and by refinancing at better rates of interest a saving 
of $2,643,264.92 has been made in the annual interest charges. 

The securities which matured for which refunding loans were 
issued consisted of $91,315,000 five and a quarter per cent. 
Treasury Bills held by the Canadian banks and $107,955,650 five 
and a half per cent bonds of the Victory Loan of 1919 due 
November Ist, 1924. 

To meet these obligations, on September 15th, 1924, one- 
year four per cent notes amounting to $90,000,000 were sold to a 
New York Syndicate at par. Later, $35,000,000 four per cent 
two-year notes dated October Ist, 1924, and $50,000,000 four and 
a half per cent twenty-year bonds dated October 15th, 1924, 
were sold to a Canadian Syndicate, realizing 99 for the two-year 
notes and 95 for the bonds. The syndicate made a public offer- 
ing of the $50,000,000 twenty-year bonds, with conversion privi- 
leges to holders of maturing Victory Loan bonds. 

On November 15th, 1924, an issue was made of $24,000,000 
one, two and three-year four per cent notes, $8,000,000 matur- 
ing in each year. This issue was sold to a Canadian Syndicate 
at 994. 

Advantage was taken of the low interest rates prevailing 
on short term borrowings to sell in London £5,000,000 six months’ 
four per cent Dominion of Canada Treasury Bills, dated Febru- 
ary 1st, 1925, and maturing August 1st, 1925, for the purpose of 
retiring our £5,000,000 four and a half per cent Bond Loan fall- 
ing due in London May Ist, 1925, upon which we exercised an 
option to redeem in advance of the maturity date. 


REDUCTION IN PRINCIPAL AND SAVING IN INTEREST 


To sum up, the total of maturing obligations, including the 
sterling bonds, amounted to $223,603,983.33, while the new 
securities issued represent a par value of $223,333,333.33, being 
a reduction of $270,650 in our outstanding public debt. There 
will also be an annual reduction in the interest rate of the 
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refunding issues under the interest rates of the matured loans 
which will result in an annual saving of $2,643,264.92. 


TRADE BALANCE INCREASES 


I desire, Mr. Speaker, to place on record a statement show- 
ing our trade with the British Empire and with foreign countries. 
This statement shows that in our trade with the British Empire 
during the fiscal year ended 3lst March, 1924, the balance 
of exports over imports was nearly $243,000,000, and in our 
trade with foreign countries the balance of imports over exports 
was nearly $78,000,000, making a net balance of exports over 
imports with all countries of $165,186,430. During the period 
of ten months ended the 3ist January, 1925, the balance of 
exports over imports in our trade with all countries’ has increased 
to $263,414,526. During the first period there was a favourable 
balance with all countries excepting the United States of nearly 
$325,000,000 and an unfavourable balance with the ‘United 
States of nearly $160,000,000; during the second period there 
was a favourable balance with these countries of nearly 
$328 000,000 and an unfavourable balance with the United 
States of nearly $65,000,000. With the permission of the House 
I shall place this statement on Hansard. 


CANADIAN TRADE 
DURING THE FISCAL YEAR ENDED MARCH 31, 1924 


Exports Balance of 
— Imports Domestic £xports 
and Foreign | over Imports 
ae : $ $ $ 
British Empire— 
United Kingdom..... 10 SOOORIE oe aoe 153,613,003} 361,197,041] 207, 584, 038 
Other British Countries.............- 41,772, 629 77,132,395 35, 359, 766 
MNOGaly BYIUISh euWUDULO aerae nevis tet ae 195, 385, 632 438, 329, 436 242,943,804 
Exports Balance of 
Imports Domestic Imports 
and Foreign | over Exports 
Foreign Countries— $ : $ $ 
WinitedeStatesics wie cietete. eres 601, 295, 121 441, 650, 861 159, 644, 260 
Balance of 
Exports 
over Imports 
‘ : $ 
Other foreign countries..........-.--- 96, 686, 114 178,573,000 81, 886, 886 
Balance of 
Imports 
over Exports 
: $ 
Total, foreign countries.............- 697, 981, 235 620, 223, 861 77,757, 374 
Exports Balance of 
Imports Domestic Exports 


and Foreign | over Imports 


All countries— $ $ $ 
Total. all COUNtEICS.. ....21..ste ened 893, 366, 867| 1,058, 553, 297 165, 186, 450 
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CANADIAN TRADE 
DURING THE PERIOD OF TEN MONTHS ENDED JANUARY 31, 1925 


Exports Balance of 
— Imports Domestic Exports 
and Foreign | over Imports 
$ $ $ 
British Empire— 
Durted Meng done. oe oe5% cin on 121,884,189} 349,600,037] 227,715,848 
Other British countries.............. 38, 148,314 69, 333,218 31, 184, 904 
Total, British Empire... 0... 5... 52> 160, 032, 503 418, 933, 255 258, 900, 752 
Exports Balance of 
Imports Domestic Imports 
and Foreign | over Exports 
Foreign Countries— $ $ $ 
BTRTCOC SEES ct fan ates cinta bin ets are 415,332,165} 350,508, 647 64, 823,518 
Balance of 
Exports 
over Imports 
$ 
Other foreign countries..............- 75,529, 886 144, 867,178 69, 337, 292 
Balance of 
Exports 
over Imports 
$ 
Total, foreign countries............ 490, 862,051 495,375,825 4,513,774 
Exports Balance of 
Imports Domestic Exports 
and Foreign | over Imports 
All Countries— $ $ $ 
Total, all countries. foi as dee ned onc 650,894,554 914,309,080] , 263,414, 526 


Tarirr Boarp TO BE APPOINTED 


Since last session the revenue collecting services of the 
Government have been consolidated under one administrative 
head. Pending the removal of restrictions, imposed during the 
discussion of the estimates in this House, in the manner of 
appointment of its personnel, the formation of the Board which 
it was proposed to constitute to investigate and study the various 
modes of taxation has not been proceeded with. It is now 
proposed to have this inquiry made as a part of the larger 
study of taxation in general, in conjunction with the survey of 
our customs tariff schedules upon which officers in the public 
service are already engaged. In order that an efficient organiza- 
tion may be effected, an item has been included in the estimates 
to provide for the salaries and expenses of a Board of Advisors 
to the Minister of Finance, whose duties are to inquire into all 
matters pertaining to the tariff and other forms of taxation 
and to advise the Minister of Finance in regard thereto. The 
policy of the Government is that the Board shall be made up 
in part of officers of the service having special knowledge of 
tariff and other taxation and trade problems, who will give a 
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portion of their time to the work of the Board. The remaining 
members will be persons specially qualified to advise upon 
such questions, who will give continuous time and attention to 
these and kindred matters. The Government is of the opinion 
that expert and exact knowledge to be obtained in the manner 
mentioned should precede any general tariff revision and that, 
for the present, opportunity of unobstructed observation of the 
effect of the extensive tariff changes made last year should be 
afforded. 


Export Duty on ELECTRICITY 


Section 10 of The Electricity and Fluid Exportation Act 
gives the Governor in Council power to impose export duties 
on electricity. An Order in Council has been passed impcsing 
an export duty for revenue purposes of three one-hundredths of 
a cent per kilowatt hour upon power, as defined in the said Act.. 
This duty will be payable on and after the first day of April, 


1925. The rate will be equal to about $1.95 per horse-power 
year. 


AMENDMENT TO THE Customs Act 


A Bill will be introduced providing for amendments to The 
Customs Tariff Act for the better enforcement of the sections 
for the prevention of smuggling. 


CustoMs Tarirr CHANGES 


It is proposed to make very few tariff changes. The princi- 
pal change will be in bituminous coal. The item “slack coal” 
is repealed, which puts this class of coal into the item of “ coal, 
n.o.p.” This change will remove difficulties in the administration 
of the Act. There will be a slight reduction on other bituminous 
coal. ‘The changes should encourage greater production of Cana- 


dian coal and also be of considerable advantage to Canadian 
transportation companies. 


It is proposed to make a reduction in the rate on well- 
drilling machinery for deep wells and on engines for the propul- 
sion of boats owned by individual fishermen. 

The estimated increase in revenue from the amendments 
will be about $1,000,000. 

During the recess rolling mill rolls were by Order in Council 
placed on the free list. It has since been represented to the 
Government that these rolls are manufactured in Canada. It is 
proposed to repeal this Order, thereby restoring the rolls to their 
former rate of duty. 


It is proposed to amend The Special War Revenue Act, 
1915, by providing for a better definition of cheque, bill of 
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exchange, etc. It has been found that the intention of the Act 
is being evaded by the substitution of other documents which 
cannot be rated as cheques within the meaning of the Act. 
Well-drilling machinery and engines for the propulsion of boats 
owned by individual fishermen will continue to be exempt from 
the consumption or sales tax. A few other slight changes will 
be proposed. 


Canapa’s War Burpens ARE Hravy 


Mr. Speaker, I have submitted a statement of the financial 
position and trade activities of Canada for the current fiscal 
year and have made some comparisons with other years. But 
in making any comparison it should never be forgotten that the 
problems of Canada to-day are not comparable with those of 
countries whose people were not in the war so early nor so long as 
were the Canadian people. Canada was in the war from the 
day the first gun was fired. Into that struggle we, in common 
with many other nations of the world, poured our treasure, and 
what was infinitely more dear, the life-blood of our counntry. 
Gloriously succeeding in our duty, our country four years 
later was freed from the struggle; but we found ourselves being 
borne along new and uncharted channels, channels which were 
strewn with and made dangerous by the wrecks of great, nations, 
national discords and sectional strifes. 


Moreover, upon the Dominion treasury had fallen the cost 
of our share in the war, the interest on the war debt, the pen- 
sions to our disabled soldiers and to the widows and orphans of 
our men who had fallen at the front. The present Government, 
representing the will of the Canadian people, has constantly 
borne in mind the debt we owe to the disabled and the needs 
of the widows and orphans, which necessitated pension increases 
from year to year. 


EXPENDITURES Have Bren REDUCED 


On the other hand, by reductions in general expenditures 
and by refinancing maturing loans, the Government has suc- 
ceeded in reducing the interest charges and also our annual 
expenditures, thus enabling us last year to report a material 
reduction in our net debt and this year a substantial reduction 
in taxation and a surplus in the Government’s own administra- 
tive services. 

The Government has attempted to give a lead, which it is 
hoped will encourage general support of our policy of practising 
rigid economy in all public services, so that the costs of such 
services throughout Canada may be still further reduced. 
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A Rerrosvect or 1924 


The past year was not without its difficulties. Trade 
depressions in Europe reduced the purchasing power of the 
people of many countries and have adversely affected business 
on this continent. Short crops in some parts of Canada and the 
United States resulted in less labour being required for the 
harvesting; it meant fewer car-loads to be hauled; it limited 
charters for vessels and curtailed employment among those who 
are usually engaged in the moving of the crops from the farm 
to the seaboard. But there is a bright spot. Agricultural indus- 
tries, especially in the prairie provinces, are now receiving the 
benefits of geatly increased prices for last year’s crops, and these 
increased revenues are being applied, not to luxuries or comforts, 
but to wiping off the indebtedness incurred during the lean 
years. The farm, free from debt, brings more general economic 
value to the owner and to Canada as a whole than would be 
obtained from the free spending of profits for other than actual 
requirements. 


THe Future 1s BRIGHT 


Summing up our prospects, the immediate future looks 
brighter. No world state has a more self-reliant and virile 
people than has Canada. But to achieve our destiny we must 
remove all sectional, all provincial, jealousies from our hearts; 
we must keep faith; forget all differences of tongue and creed; 
remembering only and always that we enjoy a great heritage: 
that we are Canadians. 
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RESOLUTIONS 


The following are the Budget Resolutions, as passed by the 
House of Commons :— 


CUSTOMS TARIFF 


1. Resolved, That schedule A to the Customs Tariff, 1907, as amended 
by chapter forty-seven of the Statutes of 1919, chapter twenty-seven of 
the Statutes of 1921 and chapter thirty-eight of the Statutes of 1924, and 
by Order in Council, be further amended by striking thereout tariff items 
10la, 587, 588, 591 and 591a, the several enumerations of goods respec- 
tively, and the several rates of duties of Customs, if any, set opposite 
each of said items and to repeal paragraph (a) of regulation 1 of Order in 
Council, P.C. 1344, dated 5th day of August, 1924, designated as item 774 
of the Customs Tariff, and to provide that the following items, enumera- 
tions and rates of duty be inserted in said schedule A:— 


British Inter- 


Tariff _ Prefer- | mediate | General 
Items ential Tariff Tariff 


Tariff 


10la |Shaddocks or grape fruit, n.o.p., per one 
hundred ponwds/s5 4... Hn). PPR ws. 50 cts. $1 $1 
10iaa |Shaddocks or grape fruit, when imported 
from the place of growth, by ship, direct 
toa Canadian port,per one hundred pounds| Free 50 cts. $1 
453e |Engines to be used exclusively in the pro- 
pulsion of boats bona fide owned by 
individual fishermen for their own use in 
the fisheries, under regulations pre- 
scribed by the Minister of Customs and 
Tixoise?. 2. St BE Pers Sas: Sea. Se 10 p.c. 123 p.c. | 15 p.e. 
469a |Well-drilling machinery and apparatus and 
parts thereof, and rope twenty-one 
hundred feet and over in length, capable 
of drilling wells of two thousand feet and 
over in depth, of four inches and over in 
diameter, and of raising and lowering 
casing over four inches in diameter for 
such wells, for drilling for water, natural 
gas and oil, and for prospecting for min- 
erals, not to include motive power....... 5 p.c. 5 p.c. 5 p.c. 
553a |Braided candle-wick with or without wire 
centre or braided taper-wick with or 
without wire centre when imported by 
manufacturers of wax candles or wax 
tapers for use only in their own factories 
in the manufacture of wax candles or wax 
TADGID, ... « v dephite ache hinds Fe te o eae SF > oy Free Free Free 
588 Coal, bituminous, and coal, n.o.p., per ton.| 35 cts. 45 cts. 50 cts. 
588a |Gas for heating, cooking or illuminating, im- 
ported by pipe line per one thousand cubic 


| I a EP Oe ee Gd 6 cts. 6 cts. 6 cts. 
591 Farm wagons, farm sleds, logging wagons, 
logging sleds, and complete parts thereof} 5 p.c. 10 p.c. 10 p.c. 


591a |Freight wagons, drays, preset n.o.p., and 
complete parts thereof. . wy ere -f STE DOe4r 2d pret 25 p.c. 
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2. Resolved, That Schedule B to The Customs Tariff, 1907, be amended 
by providing that the following items, enumerations, and rates of draw- 
back of customs duties be inserted in said schedule B:— 


Portion of Duty 

(Not including 
Tariff Goods When Subject to Drawback Special Duty 
Items or Dumping 

Duty) Payable 
as Drawback 


LOAD Materialshers accesses When used in the manufacture 

of tubes enumerated in 

tartit iter 39 (nass eal sitar 99 p.c. 
10467 |Materialss. 2 oxen ace: When used in the manufacture 


of articles entitled to entry 
under tariff item 663b when 
such articles are sold to 
manufacturers to be used as 


specified in said item........ 99 p.c. 
1047 |Materials..................]When used in the manufacture 
of articles enumerated in 

tarithabend 4608 ene asters 99 p.c. 
1048 |Materials, including all/When used in the manufacture 
parts. of goods enumerated in 

tariff item 4536-0015 .na6c0- 50 p.c. 
1049 |Bituminous Coal.........../When imported after the 


twenty-fourth day of March, 
1925, by proprietors of by- 
product recovery coke ovens 
and converted into coke at 
their by-product recovery 
coke ovens. Provided that 
no drawback shall be paid 
under this item on coal con- 
verted into coke at a gas re- 
tort plant or at a plant using 
any other process than the 
by-product recovery coke 
oven process, also provided 
that draw-back payable un- 
der this item is in lieu of 
drawback payable under any 
other! item. © bankceeeeamee 99 p.c. 


3. Resolved, That any enactment founded on the foregoing resolutions 
shall be deemed to have come into force on the twenty-fifth day of March, 
one thousand, nine hundred and twenty-five, and to have applied ‘to all 
goods mentioned in the foregoing resolutions imported or taken out of 
warehouse for consumption on and after that date, and to have applied 
to goods previously imported for which no entry for consumption was 
made before that day. 


SPECIAL WAR REVENUE ACT 


Resolved, That it is expedient to introduce a measure to amend The 
Special War Revenue Act, 1915, and to provide :— 

1. That “cheque” shall be further defined to include any document 
or writing, not drawn upon or addressed to a bank, in exchange for which 
a bank makes payment of a sum of money, except a coupon and a docu- 
ment used solely for the purpose of settling or clearing any account 
between banks, and that such a cheque shall be liable to the stamp tax 
imposed on cheques by ‘the said Act. 

2. That a bill of exchange transferred or delivered to a bank drawn 
upon a person outside of Canada shall, for the purpose of the value of the 
stamp to be affixed thereto, be deemed to be drawn for an amount not 
exceeding twenty-five hundred dollars. 
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3. That no person selling foreign exchange shall for the purpose issue 
a bili of exchange drawn upon a person outside of Canada unless there is 
affixed thereto a stamp of the value of two cents for every fifty dollars 
up to twenty-five hundred dollars. 


4. That the stamp tax imposed by the said Act on money orders or 
traveller’s cheques shall be similarly imposed on money orders or travel- 
ler’s cheques issued by a bank or other person. 


5. That any promissory note held by a bank as collateral security 
for an advance or other indebtedness and in respect of which advance or 
other indebtedness stamps of the requisite value under this section are 
affixed to the relevant note or other proper document, shall not be sub- 
ject to the provisions of this section. If such collateral is paid by a 
person liable thereon stamps of the requisite value according to sub- 
section 3 (a) of this section shall before surrender thereof be affixed 
thereto and cancelled by the bank. 


6. That a request in writing by a customer of a bank asking the bank 
to transfer from the account of the customer to another bank a sum certain 
for deposit only te the credit of the customer in such other bank, and 
an advice in writing by a bank to its customer that a sum certain is placed 
to the credit of the customer for transfer and deposit only to the customer’s 
credit in another bank, shall not be subject to the stamp tax prescribed 
by section twelve of the said Act. 


7. That in the case of the first complaint to the Minister or any 
officer of Customs and Excise against a person for failure to properly 
stamp a receipt given by such person the Minister may permit the person 
to alix the stamp in the manner prescribed in section fourteen of the said 
Act within one month of the date of the permit on payment of a penalty 
of ‘ten dollars. 


8. That subsection four of section nineteen BBB of the said Act as 
amended by section three of chapter sixty-eight of the statutes of 1924, 
being the list of excepted articles not liable to the consumption or sales 
tax, be amended by striking out of said section three of chapter sixty- 
eight the words “gasoline engines to be used in boats bona fide used by 
individual fishermen for their own personal use in the fisheries” where they 
occur in lines twenlty, twenty-one and ‘twenty-two, thirty-eight, thirty-nine 
and forty, and fifty-eight, fifty-nine and sixty of said section three; and 
that the said subsection four of section nineteen BBB be further amended 
by adding thereto the following:— 


“Vegetable plants; lasts for boots and shoes including rubber 
footwear and patterns and dies for boots and shoes including rubber 
footwear; goods enumerated in Customs Tariff items 453e, 469; 
articles and materials to be used exclusively in the manufacture of 
goods enumerated in Customs Tariff items 453e, 469a; materials, not 
to include plant equipment, consumed in process of manufacture or 
production which enter directly into the cost of goods enumerated in 
Customs Tariff items 453e, 469a.” 


9. That the bond required under the provisions of subsection seven 
of section nineteen BBB of the said Act to be given by a licensed whole- 
sealer or jobber shall be for an amount not more than fifteen thousand 
dollars and not less than two thousand dollars. 


10. That it is expedient to bring in a measure to provide that an 
advance made by any person on the security of bonds, debentures, stocks, 
or other securities, shall be taxable quarterly at the rate of two cents for 
every fifty dollars or fraction thereof. 
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10a. That it is expedient to repeal Section 17 of Chapter 47 of the 
Statutes of 1922, which makes the liability to the Crown for payment of 
excise taxes specified in The Special War Revenue Act, 1915, a first charge 
on the assets of the debtor. 

10b. That it is expedient to provide that the stamp tax imposed by 
“The Special War Revenue Act, 1915,’ on a cheque, receipt for money 
paid by a bank, money order, traveller’s cheque, post office money order 
and postal note, shall not be payable in respect of any of the said instru- 
ments which is for an amount not exceeding five dollars. 

1i. That any enactment founded on paragraph eight of this Resolution 
shall be deemed to have come into force on the twenty-fifth day of March, 
1925, and to have applied to all goods imported or taken out of ware- 
house for consumption on and after that day and to have applied to 
goods previously imported for which no entry for consumption was made 
before that day. 

12. That any enactment founded on this Resolution, excepting para- 
graph eight thereof, shall come into force on the first day of July, 1925. 
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BUDGET SPEECH 


DELIVERED BY 


HON. JAMES A. ROBB, M.P. 
MINISTER OF FINANCE 
IN THE 


HOUSE OF COMMONS, THURSDAY, FEBRUARY 17, 
1927 


Hon. J. A. ROBB (Minister of Finance) moved: 


That Mr. Speaker do now leave the chair for the House to go into 
committee of Ways and Means. 


He said: In presenting to Parliament my fourth annual 
budget to-day may I recall that when in April, 1924, I had the 
honour of first delivering a budget, the post-war depression, so 
evident in 1920 and in 1921, was then moderating. Each suc- 
ceeding year the annual budget has indicated gradual improve- 
ments in our trade and in our national finances. 

The Dominion enters its Diamond Jubilee year with a happy 
outlook. Our farmers have, in general, enjoyed bountiful har- 
vests; our industries are active and working well up to capacity, 
many indeed are working overtime; employment is at a high 
level and our transportation companies report a large volume of 
business; retail trade is brisk, money is plentiful and a buoy- 
ant spirit prevails. As individuals, Canadians have much to be 
thankful for, and as government financing is easier when times 
are good, the report I present to-day, will, I am sure, be a source 
of gratification and satisfaction to the country at large. 

The large increases of debt registered in each of the fiscal 
years from 1913-14 to 1922-23 inclusive, are in striking con- 
trast with the gradual and substantial reductions, aggregating 
some $64,000,000, made during the fiscal-years 1923-24 to 1925- 
26. We are again in the happy position of being able to report 
a continued story of progress for the current fiscal year which 
closes on the 31st of the coming month. 


Net Dest Repucen $95,000,000 


We estimate that at the close of this year there will be a 
further reduction of some $31,000,000 in our net debt. Thus, 
in four years whilst we have been reducing taxation we will 
also have reduced our net debt by some $95,000,000. 

36359—14 
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Pusiic Accounts 1925-26 

The public accounts for the financial year 1925-26 were 
tabled on the 10th December last. In presenting the budget 
speech on the 15th of April, last, the outcome for the fiscal 
year 1925-26 was necessarily based on estimates of our revenues 
and expenditures for the year. It was estimated that the reduc- 
tion in our net debt would be $22,353,000. The final results 
for the year show that this estimate was more than justified, in 
that the actual reduction in our net debt was $27,706,586, or in 
other words 5 millions better than estimated. 


Fiscan Ywar 1926-27 


REVENUE 

Coming now to the fiscal year 1926-27, we estimate that our 
ordinary revenue for the current fiscal year will be $393 ,100,000 
which, with special receipts from reparations payments of 
$1,700,000, will give a total revenue for the year of about 
$394,800,000. This is an increase of some $11,900,000 over the 
revenues for the year 1925-26. 

Certain revenue services will show increases as follows: 
customs duties, $14,100,000; excise duties, $4,500,000; excise 
taxes (that is, sales, stamps, etc.), $5,900,000; interest on invest- 
ments, $600,000; and from miscellaneous sources, $500,000; mak- 
ing a total increase from these sources of some $25,600,000. 

Other sources of revenue will show decreases as follows: 
income tax, $8,600,000; delayed business profits tax, $500,000; 
post office receipts, $3,300,000; and from miscellancous sources, 
$1,300,000; making total decreases from these sources of over 
$13,700,000. The net increase in revenues will therefore be 
some $11,900,000. 

EXPENDITURES 

The estimated expenditures for the year are: ordinary 
expenditures, $324,500,000; special expenditures, $5,300,000; 
capital expenditures, $20,100,000; loans to Canadian National 
Railways, $10,000,000; and loans to the Quebec Harbour Com- 
mission, $700,000; a total of $360,600,000; being an increase 
of $5,400,000 over expenditures for the previous year. 

Our estimated total expenditures of $360,600,000 deducted 
from our estimated revenues of $394,800,000 will leave a sur- 
plus of $34,200,000 of revenues over expenditures. To arrive, 
however, at the probable reduction of over $31,000,000 in our 
net debt it will be necessary to deduct from this surplus 
$2,900,000 representing a reduction in the value of Soldier 
Settlement loans which at the close of our previous year 
appeared in the balance sheet as a live asset. 
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Chapter 53 of the Statutes of 1925 amended the Soldier 
Settlement Act of 1919 and provided for the revaluation of live 
stock purchased for settlers by the Soldier Settlement Board. 
The Act provided that a reduction of 40 per cent on the pur- 
chase price be allowed to soldier settlers for whom live stock 
was purchased prior to October 1, 1920, and a reduction of 
20 per cent to soldier settlers for whom purchases were made 
between October 1, 1920, and October 1, 1921. Calculations 
have now been made which will reduce our assets, subject to 
minor amendments, by some $2,900,000. 

With the permission of the House I shall place on Hansard 
& comparative summary setting out the actual revenues and 
expenditures by services for 1925-26 and the corresponding 
estimated revenues and expenditures for the present fiscal year. 

There are other statements which, with the approval of the 
House, I shall also place on Hansard:— 


First: Statement of our estimated ordinary revenues, by 
services, amounting to $393,150,000, together with the percent- 
ages of such services to the total of the ordinary revenues as 
estimated. 


Second: Statement of the estimated expenditures, by ser- 
vices, for the present fiscal year, showing the various amounts 
and their percentages to the total: expenditures. 


REVENUES AND EXPENDITURES 


— Actual, Estimated, 
1925-26 1926-27 Increase Decrease 
$ cts $ cts $ cts $ cts, 
ORDINARY REVENUE 
Taxation Revenue— 
Customs Duties...... 127,355, 143 50)141, 500,000 00} 14; 144,856 50 
Excise Duties.........| 42,923,549 03] 47,500,000 00] 4,576,450 97 
War Tax Revenue— 
Excise Taxes (Sales, 
Stamps, ete.).....| 98,097,105 81/104,000,000 00] 5,902,894 19 
Income Tax...,......| 55,571,961 57| 46,900,000 O0|.............. 8,671,961 57 
Business Profits Tax} 1,173,448 55 00; GULL. GUL. «, «ah nete ote 523,448 55 
Miscellaenous Taxes} 2,453,803 60] 2,450,000 O0].............. 3,803 60 
Total Taxes.....|327,575,012 06/343,000,000 00} 24,624,201 66] 9,199,213 72 
Interest on Investments.| 8,535,085 77) 9,200,000 00 664,914 23 
Post Office. ..J........~>| 50;nes, 510 U2) 27,000 000 00). 2. ee 3,334,575 02 
Dominion Lands........| 2,803,513 22] 3,300,000 00 496,486 78 
Canada Grain Act...... 2,685,592 39} 2,700,000 00 14,407 61 
Miscellaneous.......... 8, Bil, 727 12) ‘7,060,600 00)... ...02 Oe 861,727 12 


Total Ordinary 
Revenue...... 380,745,505 58/393, 150,000 00) 25,800,010 28) 13,395,515 86 
Special Receipts and 
Credits on Consoli- 
dated Fund.......... 2, Abd OOS AB). 1,520,000 00) nee vase iene 427,503 48 


Total...........|882,893,009 06/394, 870,000 00} 25,800,010 28} 13,823,019 34 
13,823,019 34 


11,976,990 94 
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REVENUES AND EXPENDITURES—Con. 


ORDINARY 
EXPENDITURE 


Interest on Public Debt.|130, 691, 493 21/129, 500,000 00 


Pensions 7G a0. 2 eee 
Subsidies to Provinces. . 
Soldier Land Settlement 
Soldiers’ Civil Re-es- 
tablishment.. 
Customs and Excise.. 
Post Office.. et. 
National Defence....... 
ACTICULLULO eee vers 
Public Works, Sage’ 
able to Income.. 
Dominion Lands" 
Parks.. 
Trade and Commerce. . 
Civil Government...... 
All other Expenditure. . 


“and 


Total Ordinary Ex- 
penditure) (..e0.). 
Special Expenditure— 
Adjustment of War 
pe Clanns 74: face 
Discount and expenses 
of Loan Flotations. . 
Miscellaneous charges 
to Consolidated 
Fund 
Capital Expenditure— 
Public Works........ 
Railways and Canals.. 
Loans and Advances 
Non-Active— 
Loans to Canadian 
National Railways.. 
Loans to Canadian 
Government Mer- 
chant Marine....... 
Loans to Quebec Har- 
bour Commission... . 
Miscellaneous Non-Ac- 
tive Accounts....... 


Grand Total Pere, 
diture.. Jah 


Surplus of Revenues over 

Expenditures. . 

Less reductions in As- 
sets due to revalua- 
tion of Soldier Land 
Settlement loans for 
purchase of live 
stock as authorized 
by Chap. 53, Acts of 
1925. Amount writ- 
ten off to Consolidat- 
edvhund cere ere a 


355, 186, 422 8 


85/360, 600,740 00 


5,414,317 11 


Actual, Estimated 
1925-6 1926-27 Increase 
$ cts. $ cts. $ cts. 
7,203,699 65] 37,790,000 00] 586,300 35 
12,375,128 50] 12,516,740 00| 141,611 50 
1,237,420 87] 1,300,000 00 62,579 13 
7,705,584 26] 7,200,000 00|.............. 
9,717,919 54] 10,450,000 00] 732,080 46 
30, 499, 685 74] 30,820,000 00] 320,314 26 
12, 649, 203 29] 12,700,000 00 50,796 71 
5,771,475 71| 5,900,000 00] 128, 524 29 
13,416,044 76] 13,400,000 00]............. 
3,638,536 86| 4,328,000 00/ 689, 463 14 
4,569,706 97] 4,800,000 00] 230,293 03 
10,779,338 25] 11,000,000 00] 220,661 75 
40,405,241 53] 42°773.000 00] 2,367,758 47 
320, 660,479 14/324,477,740 00] 5,530,383 09 
191,392 79| . 155,000 00|............. 
3,523,925 13] 3,290,000 O0|.............. 
2,806,166 96] 1,840,000 00|.............. 
4,805,949 43] 3,298,000 00|.............. 
11, 992,599 49] 16,840,000 00] 4,847,400 51 
10,000,000 00| 10,000,000 00|.............. 
668, 00000 Sh. AOE ee 
511,000 00 700,000 00} ~—_ 189,000 00 
26,909 95)" ach. «no anlar at eee 


10, 566,783 60 
5, 152,466 49 


Decrease 


$ cts. 


1,191,493 21 


16,044 76 


1,713,122 23 


36,392 79 
233,925 13 


"966, 166 96 
1,507,949 43 


668,000 00 


26,909 95 


5, 152,466 49 


27,706, 586 


27,706, 586 


17| 34, 269, 260 00 


2,903,000 00 


17} 31,366,260 00 


a 
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ESTIMATED ORDINARY REVENUE 
For Fiscat Year 1926-27 


Percentage 
— Estimated of total 
Revenue Revenue 
$ cts. 
Special War Taz Revenue:— 
Excise Taxes (Sales, Stamps, etc.)..............5- 104,000,000 00 26-45 
Enoorhs: Pate eee. ys is ddan dla Sees eeeadie 46,900,000 00 11-93 
Delayed Business Profits Tax........ Tee eee 650,000 00 0-17 
Miscellandous War Wares 2... <0 cocci acne nsisscruses 2,450,000 00 0-62 
Total Special War Tax Revenues.......... 154,000,000 00 39-17 
@nuetome Tinpertoubions.. iki e' os ei eeteh kad 141, 500,000 00 35-99 
Breise Du tise STE eos Sire a ccamesnec cess teeten 47,500,000 00 12-08 
Total Revenue from Taxation 343,000,000 00 87-24 
Interest on Investments,..............-25: 9,200,000 00 2-34 
Pout Office Revemtienr& occ de nc ERE 27,000,000 00 6-87 
WRianallancods RAGS pO, 6 ok ache ak gs cece emeons eede wis wine bn 13,950,000 00 3-55 
Total Ordinary Revenue...............-- 393, 150,000 00 100-00 
ESTIMATED EXPENDITURE FOR 1926-27 
Percentage 
— Amount of total 
expenditure 
$ cts 
PRINCIPAL EXPENDITURE ATTRIBUTABLE TO THE WAR 
Interest on Public Debt (Increase over 1914).......... 116,607,000 00 82-34 
War Peneioun oe oe shee cee eee toes ate 36,650, 000, 00 10-16 
Soldiers’ Civil Re-Establishment..................0.- 7,200,000 00 2-00 
Soldier Land Settlement (Administration)............ 1,300,000 00 0:36 
Imperial War Graves Commission.................+:: 810,000 00 0-22 
Pattlohelds Memorwnts. $7... 2s cement cecort ee. 200,000 00 0-06 
Adjustment of War Claitogiey. .2)s sewn. ceptiic scene 155,000 00 0-04 
162,922,000 00 45-18 
OrnerR Frxep anp Pustic Dest CHARGES 
Interest on Public Debt (as of 1914) 12,893,000 00 3-58 
Other PensiiwenF SS oid. eee ie af 1,140,000 00 0-32 
PRIPCTARRGA GION. «6.5429 <0. 4 5s eronsal ane enn as 1,500,000 00 0-41 
Subsidies to Provinces 12,516,740 00 8°47 
Discount and Expenses of Loans............. 3,290,000 00 0-91 
Premium, Discount and Exchange................+++> 25,000 00 0-01 
31,364,740 00 8-70 
GENERAL EXPENDITURE 
Charges of Management is «04.» oi. aja: ik See Gen es enn 1,000,000 00 0-28 
CAV It GeV ORUMEONE. Vo. ce toe ce eeeake rear se cee 11,000,000 00 8-05 
Administration: of: Justices +5 5,04 ows tie vit 2a vin opie ole cx 2,187,000 00 0-60 
pT Ds 2 “iat conga ae tis Seance iting rere ap aes yal 2,466,000 00 0-68 
Biaotiona.o2 : 333. yte ck ORES LL. RTs Ec: 1,950,000 00 0-54 
a ee ar Ripe,” 1,765,000 00 0-49 
Agtinalttee A... Vora ede Feces DIVO Te a uae s 5,£00,000 00 1-64 
Immigration and Colonization..............seeeeseeee 2,528,000 00 0-70 
SRE re en TO a totes a an sec eeeP aR vane ner arene 680,000 00 0-19 
National Delences:.. 1.54. REN) S Uae Gade ebens'xs ade 12,700,000 00 3-52 
Royal Canadian Mounted Police................+++0+- 2,200,000 00 0-61 
Public Works—Chargeable to Income................. 13,400,000 00: 3-72 
Railways and Canals—Chargeable to Income......... 1,540,000 00 0-43 


« 
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ESTIMATED EXPENDITURE FOR 1926-27—Concluded 


Percentage 
= Amount of total 
Expenditure 
$ cts. 
CanadarEigh ways tenmaenn « cctcs a aece) eat mee serrate 1,100,000 00 0-30 
Mail-Subsidiesisircs soenea a ee eee en AES Sele ee 1,120,000 00 0-31 
Océan ‘and JRivers ccccteodcnusthcon ne ee ee 2,600,000 00 0-72 
Lighthouse’ andi@oaste.csawackerce eee ace Eocene een 2,550,000 00 0-71 
Steamboat Inspection.c.. 4-smaccie cee eeeeh eee oeon 133,000 00 0-04 
Wishéries.....6 Mae tNs2 SONS PANS cco carennentetren tory ano ae 1,470,000 00 0-41 
Mines and Geological Surveyseo.m doers 630,000 00 0-17 
Scientificiinstititionsats. neon oe eee eee 960,000 00 0:27 
Tidians: 25. «ge Rt Ae 2. een ace eee 3,843,000 00 1-06 
Government of the Northwest Territories............ 374,000 00 0-10 
Remission of Excise Taxes on automobiles............ 1,690, C00 00 0-47 
Miscellancouwsys Set ee Bains reece ee 2,300,000 00 0-64 
Government of the Yukon Territory.................. 187,000 00 0-05 
Customs and Excise (Outside Service)................ 10,450,000 00 2-90 
Post:Office (Outside/Servace)iin. csc. eee 30,820,000 00 8-55 
Public Works—Collection of Revenue................. 1,000,000 00 0-28 
Railways and Canals—Collection of Revenue.......... 2,400,000 00 0-66 
Dominion Landsiande barks tn pease eee eee 4,328,000 00 1-20 
Trade.and: Commences eerie ae ee eee 4,800,000 00 1-33 
HUW of00 0 eI FIR ie RS oe ete OI Lon 1,400,000 00 0-39 
Public: Printmy and Stationery ..no ee see ee 170,000 00 0-05 
Miscellaneous Consolidated Fund Charges............ 1,361,100 00 0-38 
Capital Expenditure— 
Public Works—Including Marine Department..... 3,298,000 00 0-91 
Railwaysand’@snalsivacsaee caterer ae oe nee 2,840,000 00 0-79 
Welland Ship Canalastoceieeree cee ee 14,000,000 00 3-88 
155,135,100 00 43-02 
Total Estimated Expenditure on Government Services| 349,421,840 00 96-90 
OTHER EXPENDITURES 
Loans to Canadian National Railway................. 10,000,000 00 2-77 
Loans to Quebec Harbour Commissioners............. 700,000 00 0-20 
Home Bank Creditors’ Relief Act..................-- 478,900 00 0-13 
Grand" Totals (oes ti ate eee 360, 600,740 00 100-00 


THe Nationau Dest 


Mr. Speaker, may I now say a word on the Redemption of 
Debt. On the 1st of October and the 15th November, 1926, 
the two-year 4 per cent notes amounting to $35,000,000 and 
$8,000,000 respectively, or a total of $43,000,000, matured and 
were redeemed. The withdrawal of this $43,000,000 of interest 
bearing bonds in the hands of the public will result in the saving 
to Canada of an annual interest charge of $1,720,000. 

On the 7th of June last when the Bill giving borrowing powers 
to meet loans maturing in 1926-27 was before the House, in 
reply to a question asked in this connection, I stated that we 
hoped out of current cash resources to take care of the loans 
maturing during 1926, amounting to $43,000,000. I made this 
statement knowing that at the close of the fiscal year 1925-26 
we had on hand assets in cash of $27,068,121.38, which with 
accruing surpluses would enable us to retire these maturities. 
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Marvriries, 1927 


On the 15th November, 1927, the three-year 4 per cent notes 
amounting to $8,000,000 will mature. We hope to be able to 
redeem this loan in cash, thereby making a further saving in 
annual interest of $320,000. 

On the Ist November, 1927, the 54 per cent renewal loan of 
1922, amounting to $29,068,400, will also mature. If our finances 
permit we will redeem at least a portion of this loan in cash; 
the balance, if any, will be redeemed by the flotation of a new 
loan at a reduced rate of interest. 

On the 1st December, 1927, a portion of the 1917 Victory 
Loan, 54 per cent tax-free, amounting to $63,437,250, will 
mature. This loan will be redeemed by the flotation of a new 
loan at a reduced rate of interest. 

Such refinancing will result in a further annual saving in our 
interest charges of approximately $1,000,000. 


EXPENDITURES BY GOVERNOR GENERAL’S WARRANTS 


May I now say a few words on the method employed to 
carry on financial obligations by way of expenditures during 
the present year. There seems to be a general belief that owing 
to the method of obtaining supply by Governor General’s War- 
rants, considerable saving in our usual expenditures was affected. 
Examination of the expenditures during this period does not 
show such a result. 

On the 28th June last the then Prime Minister resigned. 
The following day the Leader of the Opposition took office. On 
the 2nd July the members on arriving for the purpose of attend- 
‘ing the sitting of the House found that dissolution had taken 
place. The Right Hon. Mr. Meighen was faced with the prob- 
lem of insufficient supply until a duly elected House could 
assemble. Before dissolution one-quarter of the main estimates, 
or supply sufficient for the months of April, May and June, had 
been authorized by interim supply. The new Government had 
recourse to the issue of Governor General’s Warrants. War- 
rants were obtained during the months of July, August and 
September, amounting to $48,708,473.11. Examination of the 
records shows that for the most part these warrants were issued 
for services contained in the main estimates, one-quarter of 
which had been voted by Parliament by way of interim supply. 

In addition these warrants covered a number of services set 
out in the supplementary estimates which were tabled but no 
portion of which had been voted. As stated, the total amount 
of Governor General’s Warrants issued under the brief admin- 
istration of the Right Hon. Mr. Meighen was $48,708,473.11. 
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Expenditures for the corresponding period of the previous 
year were $49,000,000, practically the same amount as covered 
by the warrants issued by the Meighen administration. It will 
thus be seen that practically no savings in expenditures under 
Governor General’s Warrants were made in that period. 


The present Prime Minister resumed office on September 25, 
1926. The duly elected members of the new House were sum- 
moned for the 9th of December. In the meantime, pending the 
meeting of the House, it was necessary for the present admin- 
istration to supplement the previous Governor General’s War- 
rants by amounts necessary to meet requirements for the months 
of October and November for the salaries of public officials and 
for the financing of contracts, works, etc., which it found the 
country obligated to carry on. To meet such expenditures war- 
rants were issued in October for $15,612,796.74, and in Novem- 
ber for $16,350,712.97, or a total of $31,963,509.71. Expendi- 
tures for the corresponding months of the previous year were 
$30,497,921.52. Thus, the total amount of Governor General’s 
Warrants issued during the year amounted to $80,671,982.82, 
while the total expenditures for similar services (as covered by 
the Governor General’s Warrants) for the corresponding period 
of the year before was $79,500,000, or a million less than the 
total warrants. 


Forecasts or REVENUES AND EXPENDITURES 


We come now to the probable revenues and expenditures for 
the coming fiscal year. The revenues which we will receive 
during the financial year 1927-28 may be lessened as compared ‘ 
with the estimated revenues for the present fiscal year by the 
amount of $27,000,000, representing the remission to the public 
of taxes which we intend in this budget to submit for the 
approval of Parliament. But, Sir, there is every prospect of 
increasing business activities. I, therefore, anticipate that our 
revenues, notwithstanding our further reductions in taxation, 
will be equal to the revenue we will receive during the present 
year, and I hope that we may have a slight increase. 


On the expenditure side we have obligations slightly in excess 
of those for the present fiscal year. Having due regard to the 
maintenance of efficiency in the public services we will endea- 
vour to keep our actual expenditures to the lowest possible 
amount. I believe that we should bend all our energies towards 
reducing burdensome taxation as rapidly as our revenues will 
permit; but we should also continue the practice of the present 
and preceding year of retiring in part, or in whole, at maturing 
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dates, outstanding bonded indebtedness in the hands of the 
public. In other words, the refinancing of any maturing loans 
should be for a reduced amount. 


TRADE 


The fiscal year does not end until the 31st of March, so the 
trade statement is limited to the nine months period ending 
December 31. In that period our imports increased over those 
of the same nine months in 1925 by $81,000,000, while our 
exports decreased $44,000,000. Our international trade for the 
nine months totalled $1,762,000,000, of which our imports repre- 
sented $766,763,000 and our exports $995,286,000, leaving a 
favourable balance of trade for the nine months of $228,523,000. 
Preliminary calculations for the month of January increase this 
favourable balance and it is anticipated that at the close of the 
fiscal year the favourable trade balance may approximate 
$250,000,000. 

But, Sir, when comparing trade statistics quotations in 
dollars are not always conclusive tests. The exports of farm 
products form an important portion of our exports. The pro- 
duction and marketing of these products are affected in various 
ways: sometimes crops fail, the prices of commodities fluctuate, 
conditions in other lands entirely beyond our control expand or 
restrict the purchasing capacity of our customers. For example, 
in the period under review we exported oats to the value of 
$8.000,000, which, owing to a small crop in Canada, ocean 
transportation difficulties and the British strike troubles, was 
$14,000,000 less than in the same period of the previous year. 
Canadian climatic conditions in the month of December inter- 
fered with the export of wheat, there being a decrease in that 
month alone of $26,000,000 of wheat exports. A third item 
showing a pronounced decrease in the export columns is gold 
bullion and quartz. In the nine months period of 1925 we 
exported $23,600,000 of this precious metal; in 1926 we exported 
but $5,000,000 worth. This was not in consequence of any cur- 
tailment in the production, but simply because the gold was 
refined and held in Canada. 


EXPANDING MARKETS 


The products of Canadian factories continue to go farther 
afield and in increasing quantities. The export of rubber goods, 
chiefly tires for vehicles, increased from $13,800,000 to 
$19,000,000. We exported 7,596,000 barrels of flour, as com- 
pared with 7,224,000 barrels in the same period of the year 
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before. Another increase is in newsprint, our exports for nine 
months increasing to $85,700,000, thus exceeding the nine months 
of 1925 by over $12,000,000. 

A detailed classification of the imports is published in the 
monthly reports of the Department of Trade and Commerce, but, 
broadly speaking, it may be said that commodities imported 
for further manufacture show the most pronounced increases. 
The following table gives the quantities imported of certain 
goods, classified for statistical purposes as goods imported for 
further manufacture:— 


IMPORTS FOR CANADIAN INDUSTRIES (NINE MONTHS ENDED 
DECEMBER 31) 


ee eee 


— 1921 1925 1926 
@rude'petroleum,.7204....02te Gal. 328,636,451] 434,101,839] 531,069,795 
Ra W:cotton japee sae ene ee Lb. 63,083, 139 83,070,113 89,199, 961 
Raw hides:.<:.c ae ee ee 22,100, 681 37,097, 685 42,092,035 
PAUtO;engZINOs eee en INGE 7,710 53,315 59,037 
Raw tobacco. sci). see Lb. 15, 364, 513 » 11,592, 721 12,749,190 
TLumibers ssi... eee ee Mft. 95, 262 103,472 134,434 
Raw woolc. eee nt, ae Lb. 7,784, 980 9,121,504 11, 049, 723 
Noils‘and) tops: eye ee 4,779, 893 4,304, 670 5,728,795 
Ra Wisugaru: 2.) emeeeen emg ee 583,799,882} 941,480,573) 902,030,400 
Manila and sisal grass............ . 12,148, 500 27,187,800 30,941,700 
Copper bars and rods............ oo 7,856,900 20, 924,300 13,201,900 
Rawisilky's, “)) ae ia ber fo 255,072 368, 427 459,974 


5,780, 200 19,494, 500 10,004,800 
13,774,300 90,439,700) 103,270,700 
821,094 1,711,331 2,501,074 


Sulphirseemer a. ie eee Lb. 136,181,466} 266,821,707| 346,389,800 
Cotton seed oil, crude............ sf 28,922,150 18, 184,195 13,795,422 
Irontone eee ees eas eee Tons 643, 043 1,031,752 1,443,874 
Raw-cocoawenin.. ...0 | Apa Lb. 11,691,000 11,050, 000 9,765,900 
Rubber hard, recovered, etc..... s 1,972,522 10, 354, 382 11, 838,886 
IRawerubberstret ee me eee ee 13, 205, 683 33, 216,396 31,596, 542 
Peanut oil; crudess. 02. .... 4.2, AIRE SS AIS Ces. Seek 13,340,319 37,446,039 
Rolling mill products............ Cwt. 4,289,497 10, 532, 622 13, 780, 928 
Manganese oxide of.............. Lb. 543, 886 114, 253,720 41,444, 800 
Grease for soap and leather...... ss 12,808, 347 9,390, 184 14, 510, 268 
Tin in blocks, ingots, etc......... oe 1,904, 000 3,218,400 3,885,400 
Pigs and ingots of iron........... iY 47,641,400 82,160, 000 81,012,900 


6,610,442 15, 922, 965 20,277,498 
3,038, 935 4,787,180 5,942,424 
1,133,157 2,579,949 1,866,048 


LEYS a Nit | 

Rawaturss. are yiel ee. pleswuel | 5 $ 
$ 

Silk cloth to be dyed............ SSNS ies aad 1,451, 588 2,450,719 
$ 
$ 


389, 233 “1,052, 520 1,244,888 
1,459, 757 2,094, 155 2,476, 503 
Silver in bars, ete......c.2...2... $ 499, 169 784, 289 714,458 
Leather unmanufactured......... $ 3, 269, 973 2,876, 705 3,909, 334 


The nine months imports thus classified had a value of 
$128,000,000 in 1921 and $224,000,000 in 1926. A prosperous 
and busy Canada permits its citizens to be more generous in 
their purchases, thus taking more of the products of our factories, 
and Canadian factories working full time require larger sup- 
plies of raw and semi-manufactured materials, part of which are 
necessarily imported from other lands. 

The policy of the Government has been to promote friendly 
trade relations with other countries, and particularly to 
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strengthen our trade ties with the Empire. Canada introduced 
the policy of preferential tariffs within the British Empire and 
the extent of our Empire trade fully justifies the expectations 
of those who originated the British Preference. Bearing in mind 
the industrial difficulties of the Mother Country during the 
past year, our trade with the Empire during the period under 
review was satisfactory. 

The following summary divides the’trade into three classes: 
trade with the United Kingdom, trade with other parts of the 
Empire, and trade with foreign countries:— 


TRADE WITH THE UNITED KINGDOM 
(Nine Months ending December 31) 


Year Imports Exports 
$ $ 
FOE re wes Wo DER OU ce Peony (clei SE at Pots ws al 111, 952, 954 332, 422, 536 
TODS... cme s0tcra Sas tains SURI ® AOE cee eon 122, 987,713 428, 468, 249 
PU RS 3, ay EE Eee Sand 25S en ans 123, 965, 458). 379, 658, 793 


TRADE WITH OTHER PARTS OF THE EMPIRE 
(Nine Months ending December 31) 


Year Imports Exports 
$ $ 
LT eicce ss < haga ee oe EE er CeeILe. «hes 33,346 904 60, 205, 310 
1996. cova J. oc uteate eee VERT - a He Pee ee eta 31, 359, 564 65, 394, 284 
| AR 5 te eR pon Benes: a ca tin 36, 603,035 70, 838, 840 


TRADE WITH FOREIGN COUNTRIES 
(Nine months ending December 31) 


Year Imports Exports 
$ $ 
1S eae eer, SIRE Penhge ci Rae Se or aterne al, Bie 447,189 194 445, 681,959 
1008.3. 247. OME ORR ATS See ee 531, 402, 586 546, 184, 424 
Tp ee Cee Pe ne ahr ee ee ee 606, 194, 549 544, 788, 509 


TAXATION REDUCTIONS 


Of special interest to every citizen is the amount of taxation 
that he is called upon to pay. The flourishing condition of our 
finances again enables us to substantially reduce taxation. This 
we promised the electors we would do, and to-day we imple- 
ment that promise. 

It is proposed to make a reduction of 10 per cent in all rates 
of the Income Tax. 

It is proposed that a general cut of 20 per cent be made in 
the Sales Tax. 

The excise tax on matches will be cut 25 per cent. 
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It is proposed that a flat rate of two cents, irrespective of 
the value involved, be set on all cheques, bills of exchange, 
promissory notes and similar documents exceeding ten dollars 
in value thus substantially reducing the tax and at the same 
time removing the complications of a graduated scale. The 
stamp tax on overdrafts and advances will be abolished. The 
exemption from stamp tax on cheques, bills, etc., is increased 
from five dollars to ten dollars. These reductions amount to 
practically seventy per cent of the stamp taxation and so prac- 
tically abolish what the man in the street terms the “ nuisance 
taxes.” 

Representations have been made seeking total or partial 
exemption from taxation of money gifts to hospitals and higher 
educational institutions, but difficulties of administration thus 
involved might prove insurmountable. It is felt that the same 
worthy end is attained by the general reduction now being 
made in the amount of income tax payable. 

The proposed reductions in the Income Tax will be applic- 
able to assessments falling due shortly. 

The reductions in the Sales Tax become effective to-morrow. 

The proposed reductions in the tax on matches and in the 
stamp taxes will become effective on the Diamond Jubilee of 
Confederation. 

No Tarirr CHANGES 


In April last an Advisory Board on Tariff and Taxation 
was created. Since then the Board has been instructed to 
investigate and report on fifty-two applications for tariff changes. 
Of these applications, one was sent by my immediate predeces- 
sor in office, the balance by myself. The Board has proven to 
be a popular tribunal, but has only been operating a few months. 
The holding of numerous public hearings and the making of 
intensive investigations have taken much time, and, as certain 
of the applications are interlocking, inquiries are not yet com- 
pleted. Everything considered, it has appeared to my col- 
leagues and myself the part of wisdom to propose no changes in 
the customs tariff at the present session of Parliament. 


Taxes Repucrep Eacu YEAR 


To-day, as already mentioned, it has been my privilege to 
present my fourth annual statement of the Dominion of Can- 
ada. Each year the expenditures have been less than our 
revenues, enabling us to make reductions in most of the taxa- 
tion rates. Readjustments and reduction of customs duty 
resulted, as predicted, in greater and more profitable production 
to manufacturers, and users of implements so essential to all 
engaged in the basic industries of our country. From a long 
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and varied list of articles the sales tax has been materially 
reduced. Each year we have been able to lighten the burden 
and relieve Canadians from some of the war or “ nuisance” 
taxes. From year to year income tax exemptions were made; 
last year increased exemptions and substantial reductions in 
rates were announced. Penny postage was restored and the 
receipt tax abolished. The estimated combined decreases in 
revenues totalled many millions of dollars, yet the financial con- 
dition of the Treasury was never better than it is to-day— 
proof conclusive of the solid prosperity of Canada and of the 
Canadian people, and may I be permitted to add, of economical 
and prudent administration of their affairs. 


$27,000,000 Taxation Cur THis YEAR 


The reductions in our sources of revenue this year are equally 
substantial and will lighten taxation, it is estimated, to the 
extent of $27,000,000. In arriving at the nature of these 
reductions, this year, as in those which lie behind, the aim has 
been to lighten the burden of every taxpayer rather than to 
afford relief to special groups, provinces or sections of the coun- 
try. Thus moneys which otherwise would come into the pub- 
lic coffers are released for the use of the individual; the develop- 
ment of the country is encouraged; the cost of production in our 
industries is reduced and avenues for an increase of business 
are created. As an example, may the transportation facilities 
of the Dominion be cited. In a country so vast as Canada the 
charges for the carrying of goods are of primary importance 
both in the development of our natural resources and in the 
cost of living, consequently appeals are frequently made for 
reductions in the freight rates. Yet we must not forget that 
the credit of Canada, as well as the successful operation of the 
railways, whether private or public owned, depends upon the 
companies being able to show a margin of profit over expendi- 
tures. A reduction of taxation means a saving in the operating 
expenses to them; a relief of taxation encourages the producer 
to increase his yield of supplies to be carried and enables the 
consumer to increase his purchasing power, thus, side by side, 
we have a saving in operating charges and at the same time a 
larger volume of business, bringing closer the natural solution 
of our transportation problem. 

Four years ago when I presented my first budget Canada 
was still suffering from the effects of the post-war depression. 
To-day all traces of that depression have disappeared; a spirit 
of optimism is general and our domestic and international trade 
is flourishing. Let us continue to build solidly; let us shun 
extravagance and waste; let us have faith in our future. We 
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can have no higher resolve in this the Diamond Jubilee year of 
our Confederation than as Canadians to remain forever united, 
and work for the lasting prosperity and progress of this our 
glorious land—Canada. 


RESOLUTIONS 


I beg to give notice that when the House resolves itself into 
Committee I shall move the following Resolutions:— 

Resolved, That it is expedient to introduce a measure to amend 
The Special War Revenue Act, 1915, and to provide:— 

1. (i) That the stamp tax on cheques, bills and notes, receipts for 
money paid by a bank, bills of exchange drawn upon persons outside of 
Canada according to the tenor of the bills, money orders and travellers’ 
cheques, and post office money orders, shall on and after the first day 
of July, 1927, be—- 


Two cents in respect of each such instrument for an amount in 
excess of ten dollars. 
(ii) That on and after the first day of July, 1927, the stamp tax on 
matches shall be as follows:— 
On each package et matches Peers 
OLEs0l da emer te se e+ oe «+ 4. «three-fourths of one cent for 
each one hundred matches 
or fraction of one hundred 
matches; 
On each package containing not more than 
sixty and not less than thirty matches.. three- eighths of one cent per 


ackage; 
On each package ceutalnins less ee Bee i oe 


matches... .. se +e «+ oe «+ «.three-sixteenths of one cent 
per package. 
(iil) That from and after the sixth day of July, 1927, the following 


stamp taxes shall be abolished, namely,— 

On advances made by a bank, as imposed by paragraphs (c), (d), 

and (e) of subsection three of section twelve of the said Act; 

On overdrafts, as imposed by paragraphs (f) and (g) of said sub- 

section three; 

On advances by any person not being a bank, as imposed ‘by sub- 

section 19 of said section twelve. 

2. That the rate of consumption or sales tax be reduced to four per 
cent and that any enactment which may be founded on this Resolution 
number two shall be deemed to have come into force on the eighteenth 
day of February, 1927, and to have applied to goods imported or taken 
out of warehouse on and after that date, and to have applied to goods 
previously imported for which no entry for consumption was made 
before that date. 

3. That said section nineteen BBB be further amended by providing 
that, for the purposes of the said section, printers, publishers, lithographers 
and engravers shall be regarded as producers or manufacturers, and that’ 
any enactment which may be founded on this Resolution number three 
shall be deemed to have come into force on the eighteenth day of Feb- 
ruary, 1927. 


The Minister of Finance—In Commirrer or Ways AND 
Mrans—The following Resolution: — 


Resolved, That it is expedient to amend The Income War Tax Act, 
1917, to provide that the rates of tax be reduced by ten per centum. 
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DELIVERED BY 
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MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, THURSDAY, FEBRUARY 16, 
1928 


Hon. J. A. ROBB (Minister of Finance) moved: 


That Mr. Speaker do now leave the chair for the House to go into 
committee of Ways and Means. 

He said: Seldom have the annual statements from leaders 
of finance and industry throughout Canada so generally reflected 
such progress and prosperity as that of the year 1927; and the 
statement of the Nation’s business, which to-day I have the 
honour to present, will show conclusively that, notwithstanding 
our annual reductions in the rate of taxation, our revenues 
have been ample to meet fixed charges, take care of the ever- 
increasing needs of a growing country, and provide also for a 
reduction of debt. 


Pusiic Accounts 1926-27 


In the budget speech of February 17, 1927, it was esti- 
mated that the net debt would be reduced by some $31,366,000. 
The Public Accounts recently tabled show that the net debt 
was actually reduced by $41,896,729.33, or some $10,500,000 
more than estimated. This was due to the practice which has 
always been followed when estimating revenues and expendi- 
tures. 

That there should be no uncertainty as to the correctness 
of the Publie Accounts of this Dominion, I recommended to 
the Treasury Board that an independent audit be made of the 
balance sheet of the public accounts as of March 31, 1924, 
1925, 1926 and 1927. The well-known firm of chartered 
accountants, P. S. Ross & Sons, of Montreal, Toronto and 
Winnipeg, were engaged and instructed to make a complete 
audit of the departmental accounts in question, and on the 
fifth of December last their certificate which is printed on 
page xiv of the Public Accounts for the year 1926-27, was 
received. Their report confirms the accuracy of the Public 
Accounts as submitted to Parliament and certifies that the 
reduction in the net debt during the period in question was 
$105,942,498 65. 

57378—1} 
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REVENUE 1927-28 


With the permission of the House may I place on Hansard 
a comparative summary setting out the actual revenues and 
expenditures by services for 1926-27 and the corresponding esti- 
mated revenues and expenditures for the present fiscal year. 


REVENUES AND EXPENDITURES 


Actual Estimated 
== 1926-27 1927-28 Increase | Decrease 
$ $ $ $ 
REVENUES 
Ordinary Revenue 

Taxation Revenue— 

Customs Import Duties......... 141,968,678] 153,600,000) 11,631,322 

Excise ID Wtiesvacecehie eas stra 48,513,160] 57,000,000} 8,486,840 
War Tax Revenues— 

Excise Taxes (Sales, Stamps, 

OLCA AER aan tear Ciena 105,613,160} 88,000,000)............ 17,613,160 
Tncormie Wax d.ceeee eee 47,886,309 |) 05; 500,000) 9975, 013;1000 |e etrn ont. 
Delayed Business Profits Tax... 710, 102 GAORO0O |B. eter 70, 102 
Miscellaneous Taxes............- 2,457,863 2,530,000 al (ee Rete 

Total Revenue from Taxation..... 346, 649,272] 357,070,000) 28,103, 990/17, 683, 262 
Interest on Investments..........- 8,559,401] 10,190,000 1,630,099] ceiemetane - 
Poste OME vor. e vleentecteelmetan ies 29,069,169} 31,000,000 1980; 88L|i cen. aes 
Dominion swan GS: eres aera 85 827,200 3,400, 000 TCR CHARIS Soa ee or 
Canada, GrainvA cts. venience ens 2,582, 984 2, 600, 000 7 ORO ene eee 
Miscellaneous: aeetepine serie cae S507 0m nOnec OF; 000) Seer entase ake 187,677 
Total Ordinary Revenue.......... 398,695,776) 412,580,000] 31,755, 163|17,870, 939 


Special Receipts 


German Reparation Payments— 
Under Dawes Plan 
Pre-Dawes Payments........... 

Miiscellameous:.. farceiss cbue snaieesh 


Mortal REVeEDUC.. Sere we oes ew cles 


EXPENDITURES 
Ordinary Expenditure 


Interest on Public Debt........... 
PENSIONS at eM ee = ta ETrade 
Subsidies to Provinces............ 
Soldier and General Land Settle- 

ment—Administration........... 
Soldiers’ Civil-Re-establishment. . 
National Revenue. 02. /-1.>-(-1/i6 «i: 
POsOIGOMenwatertusteca eT ecmne 
National Defence 
Agriculture 
Public Works—Chargeable to 

En COMO. Auer come ine aaeuNe «aie 
Dominion Lands and Parks....... 
Trade and Commerce............. 
Civile GovemiImm uu edac orci sass els 
Other Expenditure................ 


Total Ordinary Expenditure....... 


15,415, 619 


1756, 704) 25,977,000). 91,220,296). 5... 
PEG ROA Son nh 37905000) 3),:720;\000) rae «or 
vopeioterses . 133, 000 UB OAUO NR. Be oommaoe 
400,452,480] 419,480,000) 36,898, 459]17,870, 939 

17,870,939 

19,027,520 
129, 675,368) 128,700,000)............ 975,368 
37,902,939} 39,380,000} 1,477,061).......... 
12 OG: GAL 02) ol) Cail) | eis sce eel ee verswn stele 
1,250,787} 1,300,000 407 213) geeaseaeree 
69765762)! 68205000) cena « 156, 762 
10,180,430] 11,700,000} 1,569,570).......... 
31,007,698} 32,250,000} 1,242,302).......... 
13,086,051] 15,950,000} 2,863,949).......... 
5,838,941] 6,490,000 GON 059 | Seeacrrct 
11,178,054} 15,500,000) 4,321,946).......... 
A, 201,662) — 4) LO0, OOO oem eters ste 101, 662 
4,168,047) 4,200,000 SUE Oa bl goes baer 
10,865, 757| 11,800,000 934, 243]........-. 
40,698,936) 42,973,259] 2,274,323).......... 
319,548,173] 333,780,000 1, 233, 792 
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REVENUES AND EXPENDITURES—Concluded 


Actual Estimated 
—- 1926-27 1927-28 Increase | Decrease 


Special Expenditure $ $ $ $ 
Adjustment of War Claims........ 64,485 1, 660, 000 a OR 
Discount and Expenses of Loan 

Filota tions. 402253 & Be. secede is 3,278,032 ER eee 3, 266, 032 
Miscellaneous Charges to Con- 
polidated: Frund....2 ciiic5.05.5..b!e3-. 15 'B16;888})| 2,400,000): 2. 5c ess 15,883 


Maritime Freight Rates Act, esti- 
mated amount required— 


Canadian National Railways....]...........- 3,395,000}  38,395,000).......... 
CViliGr FBTWEUE cera s enor ss wrest eereroe teen 448, 000 448 HOO A, eae 
Capital Expenditure 
Bublig Works. 3.20-95.% 5.305 enor 2,920,670} 3,485,000 B64 S50l aso st 
Rat ways. Ole tk rests eet fee 2,792,343} 4,200,000] 1,407,657|.......... 
Cat 6 rash cee te ia ee Eee 134 84526891) 13,720,000): 22 fa seeisterare's 125, 689 
Loans and Advances Non-Active 
Canadian National Railways...... 19:'000, OOO}... tgctesat. [incane® cam 10,000, 000 
Canadian Government Merchant 
Waving) oer reek asa 426,817) 1,000,000 by SS eee & ae = 
Quebee Harbour Commission...... 680, 000 1,415, 000 TOD y COO tee ree 
Miscellaneous Non-Active Accounts AGS, HOG bcs Geox sh eyacdlerkes Seite: 4 462,596 
355, 634, 688] 364,665,000} 24, 134,304/15, 103, 992 
15, 108,992 
9,030,312 


Surplus of Revenue over Expendi- 
1g epic ir dccerye A peg cP seal 44,817,792) 54,815,000 


Assets written off as non-Active— 
Soldier Land Settlement Loans.. 2,921,063] 14,000,000 
Seed Grain and Relief—Ad- 
vances (Department of the 
PAT Pest od | £2 ee Ue de lS a Bed eer NE RSE 2,000, 000 


Net Decrease of Debt............. 41,896,729] 38,815,000 


From this summary it will be seen that we estimate our 
ordinary revenues for the present fiscal year as $412,580,000, 
which, with special receipts of $6,900,000, (including $6,767,- 
000 from reparation payments, of which $3,790,000 is in the 
nature of a delayed settlement) will give a total revenue for 
the year of about $419,480,000, an increase of $19,000,000 odd 
over the revenues for the year 1926-27. 

We expect to receive from customs duties $153,600,000, an 
increase of $11,600,000 over the previous year; excise duties 
$57,000,000, an increase of $8,400,000; income tax $55,300,000, 
an increase of $7,900,000; interest on investments $10,190,000, 
an increase of $1,630,000; post office $31,000,000, an increase of 
$1,930,000; Dominion lands and certain other sources of revenue 
$8,530,000, an increase of $161,000. 

The revenue services which will show decreases are,—excise 
taxes (sales, stamps, etc.) $88,000,000, a decrease of $17,600,000 
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under the previous year; delayed business profits tax $640,000, 
a decrease of $70,000; miscellaneous services $8,320,000, a 
decrease of $180,000. 


EXPENDITURES, 1927-8 


The estimated expenditures for the year are: ordinary ex- 
penditures, $333,730,000; capital expenditures $21,405,000; 
special expenditures, $7,115,000, including $3,843,000 to the 
Canadian National and other railways on account of the Mari- 
time Freight Rates Act of 1927. In addition there are loans in 
cash to the Canadian Government Merchant Marine of $1,000,- 
000 and to the Quebec Harbour Commission of $1,415,000. As 
these loans are carried in our accounts as non-active assets, the 
amounts are included as expenditures for the year. The total 
expenditures will therefore be $364,665,000, being an increase of 
$9,030,000 over expenditures for the previous year. 


Mr. Speaker, with the consent of the House may I also place 
on Hansard:— 

First.—Statement of our estimated ordinary revenues, by 
services, together with the percentage of such services to the 
total of the ordinary revenues as estimated. 

Second.—Statement of the estimated expenditures, by ser- 
vices, for the present fiscal year, showing the various amounts 
and their percentages to the total expenditures. 


ESTIMATED ORDINARY REVENUES FOR THE FISCAL YEAR, 1927-28 


Percentage 
— Amount of total 
Revenue 
Special War Tax Revenue— 
Excise Taxes (Sales, Stamps, etc.).............-- $ 88,000, 000 21-33 
Tr conie: Wetter 4 acts apo ceshesre aati ais cee tete ome eee 55,300, 000 13-40 
Delayed Business Erosits lakes. bys ceaeeeee 640, 06C 0-16 
Miscellancouselaxes: syn 1-n eter acter tere ate caer 2,530, 000 0-61 
Total Special War Tax Revenue.............. $146, 470, 00C 35-50 
@ustoms lmportsDubies,- <2. ose e eee ee eee 153, 600, O6C 37-23 
TOK CTSSs DULLES meetin a treie a crctons oe ee taka cee eames 57,000, 000 13-82 
Total Revenue from Paxation....:.5..-..-- $357 , 070, 000 86-55 
Inherest.ows Lavieshouentsaelsc others cee easter ana - 10,190,000 2-47 
Post Office ae te ls AN RA ae ARE ee ee ete eee 31,000, 00C 7-51 
DP Omminiouuands eens ease & a1: fae ani oun eee 3,400, 000 0-82 
Ganadal GraincAciaemac ci eicnce teen eRe er sanar 2,600, 000 0-63 
Miscollancousmiuecelpusie nites serene tee ere 8,320, 000 2-02 


$412,580, 000 100-00 
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ESTIMATED EXPENDITURES FOR THE FISCAL YEAR 1927-28 


Principal Expenditure Attributable to the Great War 


Interest on Pubtic Debt (Increase over 1914).......... 
War Wenner een nie are teens tara ane cette 


Soldiers’ Civil Re-Establishment.......... 


Soldier Land Settlement Administration.............. 
Imperial War Graves Commission.................... 
Batilofields- Memorinla. 350s Seek SA Weep ee 


Other Fized and Public Debt Charges 


Interest on Public Debt (as of 1914)................... 
CFU ER PRA oe we ca eet an ce Bins aint, « ast ante clo ix 
Suparsitntaon cs 1)-245 vere ee eed che. acre okt es ge 
Duan 1es GO COU INGEN te. feces eee. co ee + wpsinsePanlum: aie eVare 
Discount and Expenses of Loan Flotations............. 
Premium Discount and Exchange..................... 


General Expenditure 


Charges of Mansrementy. -..c.fcs: ne nse uiies snes 
Civil Goverament:. of fo act a en Re Cauda celet 


Regaslatietiy'<t at oh 2 .oahe, Caren abt cach tek cata alten 
PORIAREIAT IBS crea oe a ON. whee sadn 9. # Seeks Saad 
BS GGNAING . . err 8 Pa ee oto ae ata bees 
Immigration and Colonization...................+005- 
ER Beiter etn Stee ete ay ee eles ahaa te 
Nateonil Tomieuce. eae cates site sean tous 4 hance ach, 
Royal Canadian Mounted Police..................005: 
Public Works—Chargeable to Income................. 
Railways and Canals—Chargeable to Income......... 
Casatls, Highways Act. foci: Poa, edad ae hhwts aeeeeto) 
Wit] BB RIIEBS. 57 mea erie ka te sia eed hres Os 


Laghthonps Ang Const coos 8 5! Actacanns om cumulus current 
Steam boat Inspebtion We.y.. or tr. poste ces ec oc eh oe eee 
Pisheries« .i<.. 04 We ees ae) S oat eho s: eae 
Mines and Geological Survey............-.---e2++000> 
Saientific Instifutionme nee «6 a0). 1M). Se Sa es 
ROS ie Fo ie tie Se eA cles nie he iar ee 
Government of the Northwest Territories............ 
Government of the Yukon Territory.................. 
Special grant to Maritime Provinces.................. 
Mincellansous.34.0 5. Hones oo 3s. sere ent S.. 
National Revenue (Outside Service)................-- 
Post Office (Outside Service)...........c0eeeceeeeeces 
Public Works Collection of Revenue.................- 
Railways and Canals Collection of Revenue........... 
Dominion Lands.and Parle: cs i4 5les » dieinn ince es Se 
‘Trace med Core nOreis an. oa oea dee cant oma as eee 
Labout.s. i035, Mb ascmerch<: Sets a Be eCoee ba ee ee 


Publie Printing and Stationery... 


Miscellaneous Consolidated Fund Charges............ 


Total Estimated Expenditure on Government Services 


Amount 


115,807,000 
38, 140, 000 
6,820, 000 
1,300, 000 
574,000 
200, 000 
1,660, 000 


164,501,000 


12,893,000 


4,200,000 
13,720,000 


165,535,000 
358, 207, 000 


Percentage 
of total 


expenditure 


31-76 


ocoococjcororPooroocowe 
KH RPOWDONWNWNHRWNHAITIPD bo 
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ESTIMATED EXPENDITURES FOR THE RISC AT YEAR 1927-28 


—Concluded 

& Percentage 

— Amount of total 
expenditure 
eco Pair ier IO PEI Se nn 5 8 ipeaicea er se Sy 

$ 
Other Expenditure 
Maritime Freight Rates Act—Estimated Amount 
Required— 

Canadian National Railways..............++-e+0: 3,395, 000) 0-93 
Other Railwaysecctecvis ots vecsleteclse cen cit bie 448, 000 0-12 
Home Bank Depositors Relief Act............--+..--- 200, 000) 0-06 
Loans to Quebec Harbour Commission. . 5 1,415, 000 0-39 
Loans to Canadian Government Merchant Marine. . 1,000, 000 0:27 

Grand Totale eek secre oe eee ee 364, 665, 000) 100- 


a —<_ — 


Surpius $54,815,000 


In the statements just tabled it is estimated that ordinary 
revenue will amount to $412,580,000 which, together with special 
receipts of $6,900,000, gives a total estimated revenue of $419,- 
480,000. After deducting from this the estimated total expendi- 
tures of $364,665,000 there will be a surplus of revenues over all 
expenditures of $54,815,000. 


Ner Dest Repucep $38,815,000 


After provision has been made to the extent of $16,000,000 
for the writing down of certain Soldier Land Settlement loans 
and other assets, the reduction in the net debt will be $38,815,- 
000. Thus, during the five-year period ending March 31, 1928, 
after providing for writing down certain assets, we will have 
succeeded in reducing our net debt by $144,700,000. 

Chapter 68 of the Statutes of 1927 amended the Soldier 
Land Settlement Act of 1919 and provided for the revaluation of 
loans to settlers for the purchase of lands. The Soldier Settle- 
ment Board advise the Department of Finance that the total 
amount likely to be written off through this revaluation will be 
about $8,000,000. We propose reducing our assets as shown in 
the Public Accounts at the close of the present year by this 
sum of $8,000,000. The Soldier Settlement Board also advise 
that there will be a further loss on the re-sale of stock and 
equipment, as well as on farms which have reverted to the 
Board. Certain of these farms have been resold, but some 3,000 
properties remain to be disposed of. In the opinion of the 
Board a loss will eventually be sustained in connection with 
the assets referred to of approximately $6,000,000 which sum 
the government proposes to write off as a non-active asset. 


It has also been deemed advisable to reduce by some 
$2,000,000 active assets now carried as Seed Grain and Relief 


9 


advances, transferring this amount to non-active assets. These 
accounts have been running for many years and a certain num- 
ber are now considered of doubtful value. 


OursTANDING Pusiic Drst 


Representations have been made in this House and else- 
where that, through a sinking fund properly invested, provision 
should be made for rétirement of our total debt within a limited 
number of years. I do not intend to go into the merits of this 
proposal beyond remarking that there are opinions both for and 
against the adoption of a fixed plan. In the final analysis it 
must be recognized that a net surplus of revenues over all ex- 
penditures is the only effectual sinking fund for debt retirement. 
In 1845 an eminent British economist, McCulloch, dealing with 
the question of sinking funds and taxation, declared,—“The 
greater productiveness of industry and the greater well-being 
of the community are the real sinking funds which a wise gov- 
ernment should exert itself to build up and encourage.” In 
recent years we Canadians have succeeded in reducing annually 
both debt and taxation; each reduction of interest bearing debt 
has enabled us to reduce taxation further, and while welcoming 
any workable plan that will ensure the retirement of our national 
debt, I submit that until Canada is nearer the pre-war rate of 
taxation, annual reduction of taxes is as important as reduction 
of debt. Our policy is to reduce both. 


RerimrREMENT OF Marurina Loans 


Mr. Speaker, total maturities for the current fiscal year, 
amounting to $100,505,650, were provided for as follows:— 

On the 1st and 15th November, 1927, the 54 per cent Re- 
newal Loan of 1922 amounting to $29,068,400, and the 3-year 4 
per cent Notes amounting to $8,000,000 matured and were re- 
deemed in cash. 

On the 1st December, 1927, a portion of the 54 per cent 
1917 Victory Loan, tax-free, amounting to $63,437,250 matured. 
We were able to redeem $18,437,250 in cash. To meet the 
balance we issued 4 per cent 3-year Treasury Notes to the 
amount of $45,000,000 which we sold direct to the chartered 
banks of Canada at par. All of the chartered banks subscribed 
to this issue. The sale of these Treasury Notes marks the first 
financing since 1912 which the Dominion Government has 
effected at a net cost as low as 4 per cent. 

The saving in interest resulting from these transactions 
will be $3,607,800 annually. An additional advantage will 
accrue from a further reduction in the amount of outstanding 
tax-free bonds, as the December 1st maturity of $63,487,250 


carried exemption from taxation. 
57378—2 
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GUARANTEED SECURITIES 


Canadian National Railways 

Financial requirements of the Canadian National Railways 
were met by an issue of $65,000,000 43 per cent 30-year bonds 
dated July 1, 1927, guaranteed by the Dominion of Canada. 

This issue was made to provide for the following author- 
ized commitments of the Railway Company :— 

$20,000,000—for the refunding of a like amount of 4 per 
cent Dominion guaranteed 3-year notes which matured July 4, 
1927, as authorized by the Canadian National Refunding Act, 
1927 (Chap. 27). 

$15,000,000—for the funding of a temporary loan obtained 
by the Company to finance capital expenditures and miscel- 
laneous maturing obligations, as provided for in the Railway 
appropriations for the previous year, 1926-27. The vote for 
the year was $31,000,000; $10,000,000 was advanced by the 
Government as reported in the Budget Speech of last year and 
$15,000,000 was borrowed temporarily as authorized by Vote 
372, Appropriation Act, 1926-27, which vote also authorized 
the issue and guarantee of securities to take up the temporary 
loan. 

$16,600,000—to provide for expenditures authorized in the 
Railway appropriation for 1927-28 for general additions and 
betterments and miscellaneous maturing obligations as pro- 
vided for by Vote 408, Appropriation Act, 1926-27—‘ Loans to 
Canadian National Railway Company ”. 

$4,000,000—for capital expenditures in connection with the 
Toronto Viaduct scheme, as authorized by the legislation of 
1924 and 1925. 

$9,400,000—on account of construction of various branch 
lines as authorized by the special acts passed in 1924, 1925 
and 1927. 


Montreal Harbour Commissioners 

During the year, the Government guaranteed a demand 
obligation of the Montreal Harbour Commissioners for 
$4,000,000 in connection with the financing of the South Shore 
Bridge, as authorized by Chap. 58 of the Statutes of 1924 
This, together with a guarantee for a similar amount, previously 
given, brings the total of guaranteed obligations issued in con- 
nection with this project to $8,000,000. 


Canadian National (West Indies) Steamships Ltd. 


Parliament last year authorized the Government to guar- 
antee securities of the Canadian National (West Indies) Steam- 
ships Limited to provide for the construction of steamships for 
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the West Indies service. A guarantee to the amount of 
$8,000,000 has been executed but actual borrowing will take 
place only to meet cash requirements as construction proceeds. 
The Company has arranged for bank advances as collateral for 
which the guaranteed securities are to be pledged. 


TRADE 


The’ international trade of Canada is well maintained. 
Our fiscal year does not end for some weeks but the records 
for the nine months ended December 31 indicate a substantial 
favourable balance. This is particularly noteworthy at a time 
when industrial expansion and undertakings of various natures 
create a demand for machinery, construction material and other 
necessary articles not procurable in Canada. Imports of neces- 
sary supplies of raw materials for further manufacture are also 
on a larger scale. As we look back to the years when railways 
were being extended across the Dominion and Western Canada 
was being settled, it will be recalled that there were annual 
unfavourable balances of trade, the adverse balance in the 
calendar year 1913 being $222,000,000, one of the highest in 
our history. 

The League of Nations in 1927 made an interesting com- 
parison of the international trade of the world and for this 
purpose took the calendar years 1913 and 1926. It was found 
that in 1913 only three nations had favourable trade balances. 
In that year the United States had a favourable trade balance 
of $7.13 per capita, Argentine $6.78 per capita, and British India 
60%cents per capita. Thirteen years later there were six coun- 
tries with favourable balances of trade, and Canada, which in 
1913 had an unfavourable balance of $29.61 per capita, in 1926 
led the world with a favourable balance of $29.34 per head of 
population. The countries so listed are:— 


Favourable 
Country Balance 

per Capita 
$° ‘cts. 
Candas 35 rR BEG oy eee On tae erate cee ese 29 34 
Uitte Spates so Sterne. > Ses pen pa Peake” Joo «dado iiahntareh bh vigteciale eta ae 3 22 
Bete hn | eerie A tee RR re 20 Seki hah Ire Rae REP oe, Pe tee Pat ae 1 97 
Britiate Bude) 925) 5 Po a ee ee eee come 1 01 
Bowl Aas 5 56s neers <= Pees ee a See oy any mee ae 0 14 
Frantes05.. 04 ; 2. Poe eee phe AA 5 tay! Mime aoe 0 02 


In the first nine months of the present fiscal year, viz., 
from April 1 to December 31, our total imports were $823,054,- 
094; while the total exports amounted to $970,154,998, giving a 


57378—28 


12 


favourable trade balance of $147,100,904. A comparative state- 
ment of our total trade for the same periods in the past two 
years follows:— 


IMPORTS 
April 1st to December 31st 
1926 1927 
$ : $ 
A het eee Oe Pls oes SPR One OUD I OrHad Cag Be7oo7 277,186,180) 297,055,594 
TDAP oy BORE Abe a ebed cba c soo oucogis cork oogt sere 489,576,862] 525,932,873 
Blectricitys ies fa serseelre siiace & Rite ele lebo stom a acca sotalol 66, 508 65, 627 
TITER Noe A Rar etecic pen tnt arog ered bar reTereRe aaes 766,829,550} 823,054,094 
EXPORTS 
April 1st to December 31st 
1926 1927 
oe 
$ $ 
DomestiG PrOdUCCs sec sucsete aes) ateletare ate preteen euststs Vhs =a) 983,924,100} 950,103,367 
AMoi= apo IA APe DoD Roo Oo On AMOUR CH aU OI CNS cin hnoe 11,361,988 16,391, 583 
Whectricityennccke. \netetar see eieet eae e ees aetna 3,452,786 3, 660, 048 
Aint eed earn Sato ata netere.o Guoede Nase 998,738,874| 970,154,998 


Both the decrease in exports, $28,000,000, and the increase 
in imports, $56,000,000, can be attributed principally to greater 
domestic demand under conditions of prosperity such as we 
have been enjoying. But it is also apparent that our ability 
to produce still exceeds our capacity to consume by a broad 
margin and that our exporters annually market over a billion 
dollars worth of goods in other lands. 


Trape Wire Treaty CouNTRIES 


Favoured nation treatment is of importance alike to basic 
producers and to manufacturers of finished products. Our pro- 
longed winters tend to restrict employment in some industries 
while others have only a short marketing season in Canada. 
Consequently, to maintain a high state of efficiency, export 
markets are to many industries, as well as to basic producers, 
of almost primary importance. Canada now enjoys favourable 
trade relations with many foreign countries to whom we sold 
$157,000,000 of goods in the fiscal year 1927, purchasing in 
return $78,000,000. 


EMPIRE TRADE 


Our trade records show that in the fiscal year 1927 we sold 
to the Empire goods to the value of $542,000,000 and purchased 
in return $214,000,000, collecting in duties from these imports 
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$36,598,000. Sometimes comparisons are made to arrive at the 
average rates of duties assessed under various columns, so may 
it be pointed out in passing that nearly 35 per cent of the total 
duties collected on Empire imports was paid on $25,711,000 of 
aleoholic beverages. If we except the United Kingdom from 
the calculations it will be noted that in the fiscal year 1927 
Canada purchased from other British countries goods to the 
value of about $50,000,000. On these imports $4,267,000 were 
colleced in customs, over 54 per cent of the total being paid as 
duties on sugar and spirits, thus showing in a broad way that 
the major portion of our imports from the British dominions and 
possessions consists of non-competitive and raw products. As 
practically all of our $94,000,000 of exports to these British 
dominions and possessions are fully manufactured, the value of 
working for closer trade relations within the Empire is surely 
apparent. 


ReDucTIONS IN TAXES 


Provision having been made for expected expenditures in 
the coming fiscal year and heed taken to maturing obligations, 
it is with pleasure and satisfaction that once again we are in a 
position to propose further reductions in taxation. As an added 
encouragement to business, as a measure of relief to taxpayers 
and to those provinces where local income taxes are levied, it is 
proposed that the Dominion shall continue gradually to lighten 
the load in the income tax field. Last year a reduction of ten 
per cent in all rates of the income tax was announced. To-day 
we are able to go a step further and to propose that the income 
tax payable by individuals be reduced an additional ten per 
cent. The list of exemptions is to be increased by allowing an 
exemption of $500 to those supporting dependents over twenty- 
one years of age who are incapable of self-support on account 
of mental or physical infirmity. In the case of corporations 
and joint stock companies, it is proposed that the tax be eight 
per cent net. 

A general reduction of. twenty-five per cent will be made in 
the sales tax. 


Tue Customs TARIFF 


We come now to the customs tariff. The Advisory Board 
on Tariff and Taxation has concluded its hearings in respect of 
the textile group, excepting silk and artificial silk, and in the 
proposed revision there will be shown a general reduction in 
rates. 


Corrons 


Considering first the items comprising the cotton schedule, 
it is proposed that the maximum under the general tariff be 
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reduced from 374 per cent to 30 per cent with a single exception. 

On a large range of household cottons, and also on cotton 
socks and stockings, cotton underwear and cotton clothing, the 
rates will be materially reduced. 

Coupled with the general lowering of rates on the finished 
products is a lowering of rates on yarns and other materials used 
by the manufacturers for further processes. In the proposed 
changes the needs of the Canadian consumer and manufacturer 
have been carefully considered, while incidentally the scope of 
the British preference has been materially widened. 


WooLLENS 


In revising the woollen schedules two main considerations 
have been kept in mind, the vital necessity for warm clothing in 
a climate such as ours and the position of the Canadian mills 
whieh weave woollen and worsted cloths. It is proposed to aid 
the Canadian weaving industry by eranting free yarns for 
weaving purposes. The importations of woollen and worsted 
yarns are large, and the concession proposed should be of 
material assistance to the industry. 

The drawback of duty on dry spun yarns will be abolished 
on October 1, 1928. 

Material decreases in duty will be made in the preferential 
rate on woollen goods imported in the gray for dyeing and finish- 
ing in Canada. 

There will be a reduction in the duty on all mitts and on 
all but the more expensive lines of woollen underwear, socks 
and stockings. A reduction is also proposed on certain woollen 
fabrics. 


Linen, Fuax AND Jute Propucts 


The classification of linens and of flax and jute products 
will be separated from that of cottons. The linen schedules 
now proposed will conform in structure to those relating to 
cottons and woollens. 

In respect to the finer grades of linens, which are not 
produced in Canada, there will be reductions in the British 
preferential rates. 


Sink AND ARTIFICIAL SILK 


Practically no changes in rates are made in the silk or 
artificial silk items, as hearings on these groups have not been 
completed; but the wording of the schedules has been revised 
to conform to that of the cotton, woollen and linen schedules. 
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TexTILE MACHINERY 


As a further assistance to the textile industry, the duty 
on machinery incidental to the working-up of fibrous materials 
will be adjusted. This machinery is now entered under items 
467 and 468. The Department of National Revenue find diffi- 
culty in administering these items, as one overlaps the other. 
It is considered advisable to merge the two items into one. 
The new item may result in an increase in the duty on a small 
portion of the imports if such imports enter under the general 
tariff, but the reduction under the British preferential and the 
intermediate tariffs will more than offset that increase. On a 
small part of the machinery imported under the first item there 
will be no change, but on a large part of the importations a 
reduction is proposed from ten per cent to free under the British 
preferential tariff and from ten per cent to five per cent under 
the intermediate tariff. 


OrHEeR TARIFF CHANGES 


The duty on machinery for mining and concentration of 
ores will be reduced. This reduction applies to locomotives for 
underground haulage in mining, to mine hoists of a class or 
kind not made in Canada, and to parts of certain mining 
machinery. It is proposed to make the duty on press blankets 
of a class or kind not made in Canada free under the British 
preferential tariff, five per cent under the intermediate tariff, 
and ten per cent under the general tariff. At present the 
imports of these blankets come in under the general tariff, the 
rates ranging from twenty to thirty-five per cent under different 
items. 

It is proposed to reduce certain paper mill wrappings from 
fifteen to five per cent, British preferential tariff, and from 
twenty-five to ten per cent under the general tariff. 

Flake calcium chloride, for road-treating purposes only, is 
placed on the free list. 

It is proposed to make free under all tariffs non-alcoholic 
preparations or chemicals for disinfecting, dipping or spraying. 

Crude petroleum, not in its natural state, imported for 
refining purposes, is made free under all tariffs until July 1, 
1931. 

The tariff rate on engines for fishing boats is now fifteen 
per cent under the general tariff. It is proposed that the parts 
therefor shall enter at the same rate. This is a reduction of 
twelve and a half per cent. 

The present rates covering engines, and complete parts, for 
equipment of aircraft are to be extended until July 1, 1930. 
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It is proposed to place on the free list under all tariffs 
nickel chromium, in bars or rods, of a class or kind not made 
in Canada, for use in the manufacture of electric resistance 
wire. 


DRAWBACKS 


Assistance is given the publishing industry by granting a 
drawback of 80 per cent on certain papers used in the produc- 
tion of magazines. 

A drawback of 99 per cent is granted on bituminous coal 
used in melting or evaporating salt produced in Canada. 

A drawback of 60 per cent is to be allowed on materials 
used in the manufacture of various tools when at least fifty 
per cent of the production cost has been incurred in Canada. 

A drawback of 50 per cent is given on materials used in 
the manufacture of engines for the equipment of aircraft. After 
July 1, 1930, no drawback shall be paid unless at least 40 per 
cent of the cost of producing the finished engine has been 
incurred in Canada. 

The Department of National Revenue has difficulty in 
administering the present tariff item 531 covering cloth for 
bookbinding. This item is repealed; a drawback of 99 per cent 
is granted instead. This will give the bookbinders practically 
the same concession. 

The following statement classifies the proposed changes 
according to the industries affected:— 


Preferential Tariff General Tariff 
Old Proposed Old Proposed 
Rate Rate Rate Rate 
Mining Industry— 
Xanthates and cresylic acid 
for concentrating ores and| © 
WMuineralsea ewe «seo Lempres Free 17% p.c. Free 
Locomotives and motor cars 
for underground haulage.....| 223 p.c. 10 p.c. 35 p.c. 20p.C. 
Mining hoists of a class or kind 
not made in Canada.........| 15 p.c. 10 p.c. 274 D.c.- 20 p.c. 
Machinery for concentration of 
ores and minerals......-...- 15 pee: 10 p.c. 27% p.c. 20 p.c. 
Printing and Publishing Industry— : 
Press blankets............---- 22% p.c. Free 35 p.c. 10 p.c. 
Drawback on paper used in the 
production of magazines..... 80 p.c. — _— — 
Fruit and Horticultural Indust- 
Ties— 
Small onion plants for trans- 
planting or propagation pur- 
PORCB.00 cere eee ee 15 p.c. Free 17} p.c. Free 
Preparations or chemicals for 
disinfecting, dipping or spray- t . 
bi dra nike spoibiodn TORE Doman 10 p.c. Free 20 p.c. Free 


Preferential Tariff General Tariff 
Old Proposed Old Proposed 
Rate Rate Rate Rate 
ee ee es St ke 
Fishing— 
Aluminum floats of a class or 
kind not made in Canada....} 15 p.c. Free 25 p.c. Free 
Parts of engines for fishermen’s 
DOBUS coh < ee wages ER as 15 p.c. 10 p.c. 27% p.c. 15 p.c. 
Road-Making— 
Flake calcium chloride for 
road-treating. Per 100 
DOWNIE node ea < cee yee es 10 cents Free 15 cents Free 
Aviation— 
Engines and complete parts 


thereof for the equipment of 


WINGTERGESE Saee oe aes vee Present rates continued until July 1, 1930. 


A drawback of 50 p.c. will be allowed on materials used in the manufacture of 
aireraft engines. After July 1, 1930, no drawback will be paid unless at least 40 p.c. 
of the cost of production has been incurred in Canada. 

Mechanics’ Tools —A drawback of 60 p.c. will be allowed on materials used in 
the manufacture of certain tools, when at least 50 p.c. of the cost of producing} the 
finished article has been incurred in Canada. 

. Salt Industry—A drawback of 99 p.c. will be allowed on coal used in producing 
salt. 


It is estimated that the reduction in taxation will be 
$19,000,000. 


In order to foster Empire trade there is a general tendency 
:n the Dominions and the Mother Country to increase the per- 
centage of cost of production requirements on goods receiving 
the benefit of the British preferential tariff. At present Canada 
requires 25 per cent to be Empire labour and materials. It is 
proposed to double this percentage. There will be similar in- 
creases in the percentages required on goods entering under 
treaty rates and the intermediate tariff. 

In summing up the statement presented to-day little need 
be said, because, Sir, the figures, speaking for themselves, re- 
quire no words to emphasize the sound position of the Domin- 
ion’s balance sheet. A general tone of optimism exists through- 
out Canada, nevertheless may I be permited a word of friendly 
caution as to the future. 

To-day we are widening the inhabited frontiers, penetrating 
and developing our great northern domains. Federal and pro- 
vineial governments, transportation companies, commercial cor- 
porations and individuals share in the work. It is a national 
undertaking of importance, for it not only develops Canada in 
a material way, but in addition, gives a better balance to our 
geographical groupings of population. Should we not profit by 
experiences of the past and keep this expansion within proper 
economic bounds, so that at no time will undue strain be placed 
either on the resources of the governments or of the investors. 
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In May, 1922, the first post-war budget presented by the 
government of the Rt. Honourable Mackenzie King was sub- 
mitted to this House. Business was then passing through a 
period of depression and a deficit of $81,000,000 was announced. 
With a view to balancing the budget expenditures were reduced, 
taxation re-adjusted and measures of relief to basic industries 
enacted. Thus by policies beneficial to all parts of Canada, 
national development both in ‘industry and population, has 
been encouraged. Canadians are returning home, desirable 
types of immigrants are attracted and Canada is once more 
building solidly for the future. 

A spirit of hopefulness has been developed and as we 
entered the present calendar year one could not help but note 
that leaders of industry and finance emphasized that the present 
prosperous conditions sprang from the solid growth and solvency 
of the basic industries of Canada. 

With revenues now buoyant there is a tendency to have 
the Dominion embark on many new ventures, as well as a 
tendency towards indiscriminate private speculation. We 
should not, however, forget our national debt. Work and thrift 
are the only sure roads to success. The generation that spent 
the money should not shirk its responsibilities. Further tax- 
ation reductions will become possible as Canada progresses, but 
national progress is dependent on the wholesome goodwill we 
practise towards one another. 


RESOLUTIONS 


I beg to give notice that when the House resolves itself into 
committee I shall move the following resolutions: — 


THE CUSTOMS TARIFF 


1. Resolved, That it is expedient to amend Schedule A to The Cus- 
toms Tariff, being chapter forty-four of the Revised Statutes of Canada, 
1927, by striking thereout tariff items 219a, 236, 267b, 277, 291, 438, 442, 
453e, 462, 465, 467, 468, 494a, 520, 521, 522, 523, 524, 524a, 524b, 525, 526, 
527, 528, 529, 580, 581, 532, 588, 588a, 588b, 534, 535, 586, 537, 538, 539, 
540, 541, 542, 543, 5430, 544, 544a, 545, 546, 547, 548, 548a, 549, 550, 551, 
552, 553, 558a, 554, 555, 556, 557, 558, 559, 560, 561, 562, 563, 564, 565, 566, 
567, 568, 568a, 569, 570, 571, 572, 578, 578a, 574, 575, 575a, 575b, 576, 577, 
578, 579, 580, 581, 58la, 582, 583, 583a, 588aa, 583b, 583c, 583d, 590c, 610, 
620, 621, 626, 627, 630, 631, 638, 638a, 639, 641, 643, 644, 645, 646, 681, 683, 
721, 732, 734, 740, 750, 753, 764, 765, 772, the several enumerations of goods 
respectively, and the several rates of duties of customs, if any, set 
opposite each of said items, and by repealing Order-in-Council, P.C. 2158, 
dated the 9th day of November, 1927, designated as Item 790 of The 
Customs Tariff, and the following items, enumerations and rates of duty 
are inserted in Schedule A:— 
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own Ssw:?750  Sa0—a—aO=—=v'['== 


Tariff British Inter- General 
Item _ Preferentia!| mediate Tariff 


Tariff Tariff 


Small onion plants grown from seeds 
and imported for bona fide trans- 
planting or propagation purposes 
eee Pate oe od hoe. Free Free Free 
192a 


of paper............- Bet choc DARE & pie: 7k p.c. 10 p.c. 
208d |Flake calcium chloride for road- 
treating purposes only...........-- Free Free Free 


208e |Xanthates, cresylic acid and com- 
pounds of cresylic acid, used in the 
process of concentrating ores, met- 
gln’or mMINeraisn. 0. ace ete ne ee Free Free Free 
Non-alcoholic preparations or chemi- 
eals for disinfecting, dipping or 
SPTAYINE, D.O.P...... 2-6 - eee eee Tree Free Free 
Surgical dressings, antiseptic or asep- 
tie, including absorbent cotton, lint, 
lamb’s wool, tow, jute, oakum, 
woven fabric of cotton weighing not 
more than seven and_ one-half 
pounds per one hundred square 
yards, whether imported singly or 
in combination one with another, 
but not stitched or otherwise manu- 
factured; surgical trusses and sus- 
pensory bandages of all kinds; 
sanitary napkins, spinal braces and i 
abdominal supports..............-. 123 p.c. 17% p.c. 20 p.c. 
Crude petroleum not in its natural 
state -725 specific gravity or 
heavier at 60 degrees temperature, 
when imported by oil refiners to be 


219a 


236 


267b 


refined in their own factories...... Free Free Free 
On and after 1st of July, 1931, per 
sallow. 2. Maee ues «aes es ae 3/10 ct. 4/10 ct. 1/2 ct. 
277. |Palm and palm kernel oil, unbleached 
or bleached, not edible; shea butter| Free Free Free 


356b |Nickel chromium, in bars or rods not 
more than three-fourths of an inch 
in diameter, containing more than 
sixty per cent nickel and more than 
ten per cent chromium, of a class 
or kind not manufactured in 
Canada, when imported by manu- 
facturers of electric resistance wire 
and electric resistance strip or 
ribbon for use only in the manu- 
facture of such articles in their own 
factories 422s eke ease eee Free Free Free 
438 |Locomotives and motor cars for rail- 
ways and tramways, and chassis, 
tops, wheels and bodies for same, 
WO.eler ee ete ene aca Tere 223 p.c. 30 p.e. 35 p.c. 
428e |Locomotives and motor cars for rail- 
ways and tramways, of a class or 
kind adapted for underground 
haulage for use only in mining 
OPerAbiONS.. 03 ues essa nse yerdews 10 p.c. 16'p.c. 20 p.e. 
Printing presses, lithographic presses, 
and type making accessories there- 
for, also machines specially de- 
signed for ruling, folding, binding, 
embossing, creasing, or cutting 
paper or cardboard, sheet feeding 
machines, when for use exclusively 
by printers, bookbinders and by 
manufacturers of articles made from 
paper or card board—including 
parts thereof composed wholly or 
in part of iron, steel, brass or wood; 
machinery and complete parts 
thereof for printing by photogra- 


442 
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Tariff 
Item 


British 
Preferential 
Tariff 


Inter- 
mediate 
Tariff 


General 
Tariff 


453e 


465 


468 


494a, 


phie methods on plates for use on 
lithographic and offset presses; 
stereotypers’ and typecasters’ blan- 
kets, and press blankets used in 
covering cylinders on rotary print- 
ing presses, of a class or kind not 
Made mMlG anda cee seme ee 


Engines and complete parts thereof 


to be used exclusively in the pro- 
pulsion of boats bona fide owned by 
individual fishermen for their own 
use in the fisheries, under regu- 
lations prescribed by the Minister 
of National Revenue.............. 


Machinery for the concentration of 


ores, metals or minerals, viz.:— 
flotation machines, pumps, vibrat- 
ing and impact screens, jigs, 
magnetic separators and filters, 
when for use in the concentration 
or separation of ores, metals or 
minerals, and integral parts of all 
machinery mentioned in this item. 


Mine hoists of a class or kind not 


macdeun) Ganadas- et ween reer 


Blowers of iron or steel of a class or 


kind not made in Canada, for use in 
the smelting of ores, or in reduc- 
tion, separation or refining of 
metals, ores or minerals; rotary 
kilns, revolving roasters and_ fur- 
naces of metal of a class or kind 
not made in Canada, designed for 
roasting ore, mineral, rock or clay; 
furnace slag trucks and slag pots of 
a class or kind not made in Canada, 
and integral parts of all machinery 
mentioned in this item............ 


The following articles and materials 


when imported by manufacturers 
of automatic gas buoys and auto- 
matic gas beacons, for use in the 
manufacture of such buoys and 
beacons for the Government of 
Canada, for marine signal purposes 
or for export, under regulations 
prescribed by the Minister, viz.:— 
iron or steel tubes over sixteen 
inches in diameter, flanged and 
dished steel heads made from boiler 
plate, over five feet in diameter; 
hardened steel balls, not less than 
three inches in diameter; acetylene 
gas lanterns and parts thereof; and 
tobin bronze in bars or rods....... 


Machinery and apparatus, of a class or 


kind not made in Canada, and 
parts thereof, especially construct- 
ed for preparing, manufacturing, 
testing or finishing yarns, cordage 
and fabrics made from textile 
fibres, or for use in factory opera- 
tions incidental thereto, imported 
for the exclusive use of manufac- 
turers and scholastic or charitable 
institutions in such processes only.. 


Cork slabs, boards, planks and tiles 


produced from cork waste or 
granulated or ground cork......... 


520 |Raw cotton and cotton linters not 


further manufactured than ginned; 
rags and waste wholly of cotton 
unfit for use without further manu- 
facture, not to include used gar- 
ments nor waste portions of unused 
TAILS Jokers crosses mene 


Free 


10 p.c. 


10 p.e. 


10 p.c. 


Free 


Free 


Free 


15 p.c. 


5 p.e. 


15 p.c. 


15 p.c. 


Free 


Free 


5 p.e. 


17} p.c. 


Free 


10 p.c. 


15 p.c. 


ZA0 pC 
20ip-e. 


Free 


Free 


10 p.c. 


25 p.c: 


Free 


— 


520b 


520¢ 


521 


522d 


522e 


523 


523a 
523b 
523¢ 


_|Batts, batting and carded sliver 


British 
Preferentia] 
Tariff 


Waste portions of unused fabrics or 
used garments, wholly of cotton, 
imported by manufacturers to be 
used exclusively for disintegrating, 
or for manufacture into wiping rags 
in their own factories.........-...- 

Garnetted material wholly of cotton, 
obtained by disintegrating yarns 
or fabrics, prepared for use; cotton 
wiping rags and wiping waste; 
waste portions of unused fabrics and 
rags and waste wholly of cotton, 
sold by weight, not to include 
remnants nor millends,n.o.p...... 


bleached, when imported by manu- 
facturers of paper to be used only 
in their own factories for the manu- 
facture of blotting paper or other 
BRACE OL PANON iron ccwes cab ne wins = 


wholly of cotton, not bleached, 
coloured nor impregnated; cotton 
fibres, bleached or coloured, n.o.p. 
Batts, batting, sheet wadding and 
carded sliver wholly of cotton, 
POD Ore PROS ia Tt ae ee: 
Rovings, yarns and warps wholly of 
cotton not exceeding number 
twenty, not more advanced than 
Srv fed os yaks. ee ee ee SVs ea ne 
Yarns and warps wholly of cotton ex- 
ceeding number twenty, but not 
exceeding number forty, not more 
advanced than singles............. 
Yarns and warps wholly of cotton ex- 
ceeding number forty, not more 
advanced than singles............. 
Rovings, yards and warps wholly of 
cotton, including threads, cords 
and twines generally used for sew- 
ing, stitching, packaging and other 
purposes, n.o.p.; cotton yarns not 
more advanced than __ singles, 
wholly or partially covered with 
metallic strip, generally known as 
teaGeb CATCRG, 2. ch asia o <n yeeie YS 
Yarns and warps wholly of cotton, 
mercerised, number forty and finer, 
imported by manufacturers for use 
exclusively in their own factories. . 
Yarns wholly of cotton, exceeding 
number twenty, and not exceeding 
number forty, not more advanced 
than singles, cotton sewing thread 
yarn and crochet, knitting, darning 
and embroidery yarn, in hanks, 
composed of three strands or more; 
not bleached, coloured nor mercer- 
ised, imported by manufacturers 
who manufacture cotton sewing 
thread and crochet, knitting, darn- 
ing and embroidery cottons only 
for use exclusively in their own 
factories in the manufacture of 
HOGG MBESPIBIS Mi rin ones» ale teen 
Woven fabries wholly of cotton, not 
bleached, mercerised nor coloured, 
ISDE eae eae neces Reem ge 
Woven fabrics wholly of cotton, 
bleached or mercerised, n.0.p...... 
Woven fabrics wholly of cotton, 


Qe GOIGIE 2.0. Dibs gers tava eon ene 


Free 


20 p.c. 


22% p.ec. 


15 p.c. 


25 p.c. 


15 p.c. 


20 p.e. 


223 p.c. 
25 p.c. 


27% 0.c. 


30 p.e. 


Tariff 
Item 
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British 
Preferential 
Tariff 


Inter- 
mediate 
Tariff 


General 
Tariff 


526 


527 


528 
529 


529a 


530 


531 


532 


§32a 


533 
534 


Woven fabrics wholly of cotton, 
imported by manufacturers of cor- 
setry, for use exclusively in the 
manufacture of such articles in 
their own factories....2-.20-.-05+- 

Woven fabrics wholly of cotton with 
Gut piles -O-De. cence eee ee 

Seamless cotton duck in circular 
form, of a class or kind not made 
in Canada, for use in the manu- 
facture of hose pipes....-...e.e.: 

Sheets, pillow cases, diapers, tray 
cloths, quilts, counterpanes, tow- 
els, bath mats, wash cloths, table- 
cloths, napkins, dresser scarves, 
curtains, consisting of woven fabrics 
wholly of cotton, not further 
manufactured than hemmed or 
hemstitchea, not coloured, not 
embroidered nor otherwise orna- 
Men bed lies... tess cui eae w Peon heres 

Household blankets wholly of cotton, 
not to include horse blankets, auto- 
mobile or steamer rugs nor similar 
erticles: Se. dove Sua se eG aie 


GOTBOME fivt 3 esate ow etal ar, Peo nee 


WEG Dive tel ccin) Salto ino hd oreutes eee ee nos 
Embroideries, lace, braids, bobinet, 
n.o.p.; fringes and tassels; manu- 
factures of lace; handkerchiefs and 
pillow shams; curtains, n.o.p.; all 
articles specified in this item to be 
Wholly tot CcOULONe sarin itt erei eater 
Lace and embroideries wholly of 
cotton, not coloured, imported by 
manufacturers for use exclusively 
in the manufacture of underwear 
in their own factories.............. 
Socks and stockings wholly or in 
part of vegetable fibres, but not 
containing silk, artificial silk nor 
WOO], MOLD. ata rces avacct eae ete ree 
Knitted fabrie wholly of cotton, in 
the web, imported by manufact- 
urers of rubber boots and shoes for 
use exclusively in the manufactuze 
of such articles in their own fact- 
OTLOS hes Me eune on eons ets eS 
Clothing, wearing apparel and articles 
made from woven or knitted 
fabrics and all textile manufact- 
ures, wholly or partially manu- 
factured, composed wholly of 
cotton, n.o.p; fabrics wholly of 
cotton, coated or impregnated, 
TD OsDO eihpercn cr taeahe Mahe eee 
Shirts, not knitted, collars and cuffs, 
wholly, of:cotton cc) hace seen 
Sails for boats and ships............. 
Braided candle-wick with or without 
wire centre or braided taper-wick 
with or without wire centre when 
imported by manufacturers of wax 
candles or wax tapers for use only 
in their own factories in the manu- 
facture of wax candles or wax tapers 
Grasses, seaweed, mosses and vege- 
table fibres other than cotton, not 
coloured, nor further manufactured 
than dried, cleaned, cut to size, 
ground and sifted; oakum of flax, 
hemp, or jute; coir and coir yarn. . 


15 p.c. 


Japs 
15ipic. 
Lb pres 


20 p.c. 


12% p.c. 


20 p.c. 


10 p.c. 


Free 


Free 


274 p.c. 


20 p.c. 


25 p.c. 


30 p.c. 
223 p.c. 


Free 


Free 


20 p.c. 
30 p.c. 


Free 


30 p.c. 


20 p.c. 


30 p.c. 


ZO pie. 


30 p.c. 


325 p.c. 
25 p.c. 


Free 


Free 
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Tariff : Rritish Inter- General 
Item — Preferential] mediate Tariff 
Tariff Tariff 


535a |Grasses, seaweed, mosses and vege- 
table fibres other than cotton, 
DA ACS Se ee 0S retrace ao « 5 10 p.c. 173 p.c. 173 p.c. 
535b |Rags and waste unfit for use without 
further manufacture, not to include 
used garments nor waste portions 
of unused fabrics, n.o.p............ Free Free Free 
535c |Waste portions of unused fabrics or 
used garments, n.o.p., imported by 
manufacturers to be used exclusi- 
vely for disintegrating or for manu- 
facture into wiping rags in their 
ow factanies.c. 1s at Ponce dar ss Free Free Free 
535d |Garnetted material obtained by 
disintegrating yarns or fabrics, 
prepared for use, n.0.p.; wiping 
rags and wiping waste, n.o.p.; waste 
portions of unused fabrics, rags and 
waste, sold by weight, not to 
cee remnants nor mill ends, 
SOTO Ty. Se ces Seo ete kote day 7% p.c. 10 p.c. 12% p.c. 
536 Batte. batting, sheet wadding and 
carded sliver of vegetable fibres, 
SG Ue ANN Seis eerie. «f 123 p.e. 223 p.c. 25 p.c. 
537 |Rovings, yarns and warps wholly or 
in part of vegetable fibres, not more 
advanced ae singles, n.o.p., not 
to contain silk, artificial silk nor 
WeGlic Swe auh 7) Lae eee en thas o's 12} p.c. 173 p.c. 25 p.c. 
537a |Rovings, yarns and warps wholly or 
in part of vegetable fibres, includ- 
ing yarn twist, cords and twines 
generally used for packaging and 
other purposes, n.o.p., not to con- 


7 tain silk, artificial silk nor wool..| 20 p.c. 223 p.c. 25 p.c. 
537b |Linen thread for hand or machine 
SOW Ps Gs she ER OES seh. 15 p.c. 224 p.c. 25 p.c. 


537c |Rovings, yarns and warps wholly 
of vegetable fibres other than 
cotton, not to include materials for 
sewing, stitching nor packaging 
purposes, imported by manufact- 
urers for use exclusively in their 
own factories in weaving fabrics or 


2 mplatang Wire. seek Ek Seals Free 10 p.e. 15 p.c. 
538 |Binder twine or twine for harvest 
bindarstt) 5 To eee eae Free Free Free 


538a |Articles which enter into the cost of 
the manufacture of binder twine, 
or twine for harvest binders, when 
imported for such use exclusively 
by manufacturers who manu- 
facture such twine only............ Free Free Free 
539 |Cordage, exceeding one inch in cir- 
cumference, wholly of vegetable 
Ebres; nOsp\s5 is. Picadas eas 20 p.c. 224 p.c. 25 p.c. 
540 |Woven fabrics, wholly of flax, or of 
flax and cotton, not bleached, 


mercerised nor coloured, n.0.p.. 15 p.c. 25 p.c. 27% p.c. 
540a |Woven fabrics, wholly of flax, or “of 
flax and cotton, n.o.p.. 20 p.c. 30 p.e. 32% p.c. 


540b |Woven or braided fabrics wholly of 
flax or cotton, or both, generally 

known as tapes or webbing, not 
exceeding twelve inches in width, 

with cut pile or not.. 20 p.c. 272 p.c. 30 p.c. 

541 |Woven fabrics, wholly ‘of ‘hemp, or 
jute, or both, not bleached nor 


coloured , Radek ... 0. Setadee cts ch Free 5 p.c. 10 p.c. 
541a |Woven fabrics, wholly of hemp, or 
jute, oF. DOL, BOD. +. Hos esea ke 15 p.c. 22% p.c. 25 p.c. 


541b |\Woven or braided fabrics, wholly of 
hemp or jute, or both, not exceed- 
ing twelve inches in width. ah Tepe, 22% p.c. 25 p.c. 
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542 


542a 


543 


544 


544a 


544b 
545 


546 


547 


548 


Woven or knitted fabrics, wholly or 
in part of vegetable fibres, and all 
such fabrics with cut pile, n.o.p., 
not containing silk, artificial silk 
TOL WOO lee errata 

Woven or braided fabrics not exceed- 
ing twelve inches in width, wholly 
or in part of vegetable fibres, n.o.p., 
not to contain silk, artificial silk 
NOL WOO lee anne ee ek tence 

Sail twine and canvas of hemp, or 
flax, imported for use in the manu- 
tacture of boats’ and ships’ sails. . 

Sheets, pillow-cases, diapers, tray- 
cloths, quilts, counterpanes, towels, 
bath mats, wash cloths, table- 
cloths, napkins, dresser scarves, 
consisting of woven fabrics wholly 
of vegetable fibres, not further 
manufactured than hemmed or 
hemstitched, not coloured, not 
embroidered nor otherwise orna- 
MOAT TTMONN gudandansons cme toad: 

Handkerchiefs consisting of woven 
fabrics wholly of flax or of flax and 
cotton, not further manufactured 
than hemmed or hemstitched, not 
coloured, not embroidered nor 
otherwise ornamented............. 

Handkerchiefs composed of flax or of 
fax and ‘cotton, 1:0-p yee eeee te 

Lace and embroideries, wholly of 
flax, or of flax and cotton, not 
coloured, imported by manu- 
facturers for use exclusively in the 
manufacture of underwear in their 
OWA fACLOLICSs. tte cae nt eree 

Articles made from fabrics, finished 
or unfinished, and all textile manu- 
factures, wholly of hemp or of jute, 
or of both, n.o.p.; fabrics, wholly of 
hemp or jute, or of both, coated or 
AIM PLES ALCA: sce eects etd dee erent 

Bags or sacks of hemp, linen or jute, 
and cotton seamless bags; bags in 
which cement or lime mentioned 
in Tariff Item 290 is imported..... 

Clothing, wearing apparel and 
articles, made from woven or 
knitted fabrics, and all textile 
manufactures, wholly or partially 
manufactured, composed wholly 
or in part of vegetable fibres but 
not containing silk, artificial sill, 
nor wool, n.o.p.; fabrics, coated or 
impregnated, composed wholly or 


in part of vegetable fibres but not): 


containing silk, artificial silk nor 
WOOL NOUD Agen sce cers en ameter 
Clothing and hats made from oiled 
fabric of cotton or flax, or both.... 
Collars and cuffs wholly of flax or 
Oltlaxcand \cOUlOUy aye ereeee ree terns 
Wool,the hair of the camel, alpaca, 
goat or other like animal, not 
further prepared than combed..... 
Hair, cleaned or uncleaned, but not 
curled, dyed nor otherwise manu- 
factured; and horse hair not further 
manufactured than simply cleaned 
andedipped: or dyed saree. - ae 
Hair, curled or dyed, n.o.p......:... 


20 p-c¢: 


20 p.c. 


Free 


20 p.c. 


20 p.c. 
223 p.c. 


123 p.c. 


Free 
12% p.c. 


274 p.c. 


5 pc. 


30 p.c. 
25 p.c. 
30 p.c. 


Free 


Free 
17} p.c. 


30 p.c. 


30 p.c. 


10 p.c. 


30 p.c. 


32% p.c. 


35 p.c. 


20 p.c. 


30 p.c. 


20 p.c. 


35 D.C. 
30 p.c. 


Soup Gs 


Free 


Free 
20 p.c. 


550a 


550b 


550¢ 


55la 


551b 


55le 


oO 
ou 
bo 


553 


554 
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Rags and waste,wholly or in part of 
wool, the hair of the camel, alpaca, 
goat or other like animal, net. for 
use without further manufacture, 
not to include used garments nor 
waste portions of unused fabric..... 

Waste portions of unused fabrics or 
used garments wholly or in part of 
wool, the hair of the camel, alpaca, 
goat or other like animal, :mported 
by manufacturers to be used exclu- 
sively for disintegrating in their 
OWE PACCORIOR. BIO: Sia yheeies ieee 

Garnetted material, wholly or in 
part of wool, the hair of the camel, 
alpaca, goat or other like animal, 
ame by disintegrating yarns! 
or fabries, prepared for use; waste 
-portions of unused fabrics, rags and 
waste, wholly or in part of wool, 
the hair of the camel, alpaca, goat 
or other like animal, sold by 
weight, not to include remnants nor 
SHEE CRAG AE-CuTint, «Sates « aetas rata 

Garnetted wool waste in the white 
when imported by manufacturers| 
of woollen goods for use exclusively 
in their own factories.............- 

Yarns composed wholly or in part of 
wool, the hair of the camel, alpaca, 
goat or other like animal, but not 
containing silk nor artificial silk, 
pac et ite Ait 2 SP Chee 

Yarns and warps composed wholly 
or in part of wool, the hair of the 
camel, alpaca, goat or other like 
animal, imported by manufacturers 
for use exclusively in their own 


camel, alpaca, goat or other like 
animal, imported by manufacturers 
for use exclusively in their own 
factories, in the weaving of woollen 
or worsted fabrics (but not includ- 
ing carpets nor floor rugs)........- 
Yarns composed wholly or in chief 
value of merino wool, not more 


their own factories.........-.0.+5+ 
Felt, pressed, of all kinds, in the web, 
not consisting of or in combination 
with any woven, knitted or other 
fabris or material... 2.2... ceahber 
Household blankets, n.o.p., not to 
include horse blankets, automobile 
rugs, steamer rugs nor similar 
yc ee See eS See 
Woven fabrics, composed wholly or 
in chief part by weight, of wool, 
the hair of the camel, alpaca, goat 
or other like animal, not exceeding 
in weight six ounces to the square 
yard, when imported in the gray, 
unfinished condition, for the pur- 
pose of being dyed and finished in 
Canada woes: oer Os Poke 


British 
Preferentia! 
Tariff 


Free 


Free 


7k p.c. 


Free 


20 p.c. 


123 p.c. 


Free 


10 p.c. 


13pt< 


224 p.c. 


10 p.c. 


Inter- 
mediate 
Tariff 


Free 


Free 


10 p.c. 


Free 


222 p.c. 


10 p.c. 


173 p.c. 


22% p.c. 


30 p.c. 


22k p.c. 


General 
Tariff 


Free 


Free 


123 p.c. 


Free 


25\p.Cs 


20 p.c. 


123 p.c. 


20 p.c. 


25 'p.c. 


35 p.c. 


20'D.c. 
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554a |Woven fabrics, consisting of cotton 
warps with wefts wholly of mohair 
or alpaca or both, generally known 
as lustres or Italian linings, n.o.p..| 10 p.c. 20 p.c. 25 p.c. 
554b |Woven or knitted fabrics composed 
wholly or in part of wool, the hair 
of the camel, alpaca, goat or other 
like animal, not exceeding in 
weight five ounces to the square 
Nendo ENB SAGO Seren ce mms tao 225 p.c. 30 p.c. 35 p.c. 
554c [Woven or knitted fabrics, felted or 
not, including all such fabrics with 
cut pile, composed wholly or in 
part of wool, the hair of the camel, 
alpaca, goat or other like animal, 

DiO Dine Quntehee oes eae eee 273 p.c. 35 p.c. 3D D.C. 
554d |Woven or braided fabrics not exceed- 
ing twelve inches in width, whether 
with cut pile or not, wholly or in 
part of wool, the hair of the camel, 
alpaca, goat or other like animal..| 273 p.c. 30 P.-C. OO Pic. 
555 |Clothing, wearing apparel and ar- 
ticles, made from woven or knitted 
fabrics, and all textile manufac- 
tures, wholly or partially manu- 
factured, composed wholly or in 
part of wool, the hair of the camel, 
alpaca, goat or other like animal, 
but not containing silk, nor arti- 
ficial silk, n.o.p.; fabrics, coated or 
impregnated, composed wholly or 
in part of wool, the hair of the 
camel, alpaca, goat or other like 
animal, but not containing silk nor 
artilicial silkencO-pi-.. eee lee tr Dien 35 p.c. 35 p.c. 
556 |Socks and stockings, wholly or in 
part of wool, but not containing 
silk nor artificial silk, valued at 
more than $1.50 per pound.........| 273 p.c. 82% p.c. 35 p.c. 
556a |Socks and stockings, wholly or i 
part of wool, but not containing silk 
nor artificial silk, valued at more 
than 90 cents per pound, but not 


exceeding $1.50 per pound..........| 25 p.e. 323 p.c. 35 p.c. 
556b |Socks and stockings, wholly or in 

part of wool, but not containing silk 

nor artificial silk, n.o.p...... 20 p.c. 273 p.c. 30 p.c. 


557 ‘|Silk cocoons; raw silk, not more ad- 
vanced than singles, not to include 
material wholly or partially de- 
gummed; rags and waste wholly 
of silk, artificial silk or similar 
synthetic fibres produced by chem- 
ical processes, unfit for use without 
further manufacture, not to include 
used garments nor waste portions 
Ohunused Tabrics. cee oe eee eee Free Free Free 
557a |Waste portions of unused fabrics, or 
used garments, wholly of silk, 
artificial silk or similar synthetic 
fibres produced by chemical pro- 
cesses, imported by manufacturers 
to be used exclusively for disin- 
tegrating in their own factories....| Free Free Free 
557b |Garnetted material wholly of silk, 
artificial silk or similar synthetic 
fibres, produced by chemical pro- 
cesses, obtained by disintegrating 
cocoons, yarns or fabrics, prepared 
for use; filaments or loose fibres 
wholly of silk, artificial silk or 
similar synthetic fibres produced 
by chemical processes, not more 
advanced than in the form of sliver; 
waste portions of unused fabrics, 


27 


2 eee 
_ 


Tariff British Inter- General 
Item — Preferential] mediate Tariff 


Tariff Tariff 


rags and waste, wholly of silk, 
artificial silk or similar synthetic 
fibres, not to include remnants nor 


mill ends, n.o.p.. 5 p.c. 7k p.c. 10 p.e. 
558 |Yarns and warps wholly of thrown 
silk, in the gum.. 10 p.c. 123 p.c. 15 p.c. 


558a Rovings, yarns and. warps ‘wholly of 

spun silk, generally known as 

schappe and bourette, not more 
advanced than singles............. 10 p.ec. 123 p.c. 15 p.c. 

558b |Rovings, yarns and warps wholly of 

artificial silk, or similar synthetic 

fibres, produced by chemical pro- 

cesses, not more advanced than 
BNGIOR i. Sore ee. Hee ee 12% p.c. 17% p.c. 20 p.c. 

558c |Rovings, yarns and warps wholly or 

in part of silk, n.o.p.; including 

threads, cords or twist for sewing, 
embroidering or other purposes. . 17% p.c. 22% p.c. 25 p.c. 

558d |Rovings, yarns and warps wholly or 

in part of artificial silk or similar 

synthetic fibres produced by chem- 

ical processes, n.o.p., including 

threads, cords or twist for sewing, 

embroidering or other purposes, 
not to contain silk.. 174 p.c. 224 p.c. 25 p.c. 

558e |Yarns and warps, wholly of thrown 

silk in the gum, rovings, yarns and 

warps, wholly of spun silk, not 

coloured, imported by manufac- 

turers for use exclusively in their 

own factories for knitting under- 

wear, for weaving or for the manu- 
facture of silk thread.............. Free 74 p.c. 10 p.c. 
Black mourning crapes.............- 10 p.c. 173 p.c. 20 p.c. 

Woven fabrics wholly or in chief part 

by weight of silk in the gum, not 

degummed or bleached, not less 

than twenty inches in width, im- 

ported for the purpose of being 

degummed, dyed and finished in 
Canada. ek ee eee 12% p.c. 22% p.c. 35 p.c. 

560a | Woven fabrics wholly ‘of silk, exceed- 
ing twenty-six inches in width..... 17} p.c. 324 p.c. 35 p.c. 

560b |Woven fabrics wholly of silk, twenty- 
six inches in width, or less, n.o.p.. 173 p.c. 323 p.c. 35 p.c. 

560c |Woven fabrics composed in part of 

silk, n.o.p., knitted fabrics wholly 

or in part of silk, not to contain 
WOOL. cdo rae he ee 223 p.c. 323 p.c. 35 p.c. 

560d Ww oven fabrics with cut pile, generally 

known as velvets and plushes, with 

pile wholly of silk or artificial silk, 

| but not containing wool, exceeding 
| twenty-four inches in width.. 17} p.c. 324 p.c. 30'p.0. 
560e |Woven fabrics with cut pile, generally 
| known as velvets and plushes, with 
pile wholly of silk or artificial 
silk, but not containing wool, 
twenty-four inches in width or less, 
BS Tce eh nee oe 174 p.c. 324 p.c. 35 p.c 

561 |Woven fabrics wholly of artificial 
silk or similar synthetic fibres 
produced by chemical processes, 
WARS: i Wd ee. Canoes Cee 17} p.c. 324 p.c. 35 p.c. 
56la ‘Woven fabrics composed in part of 
artificial silk or similar synthetic 
fibres produced by chemical pro- 
cesses, 11.0.D., knitted fabrics’ 
wholly or in part of such artificial 
silk, not to contain silk nor wool 224 p.c. 324 p.c. 35 p.c. 
562 |Woven fabrics not exceeding twelve 
inches in width, generally known 
| as “ribbons,” whether with cut 
pile or not, wholly or in part of silk 
but not containing wool............ 224 p.c. 324 p.c. 35 p.c. 


Ss 
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562a 


563 
564 


565 


566 
566a 


567a 


567b 
568 


568a 


569 


569a 


569b 


569¢ 


Woven fabrics not exceeding twelve 
inches in width, generally known 
as “ribbons,’’ whether with cut 
pile or not, wholly or in part of 
artificial silk or similar synthetic 
fibres produced by chemical pro- 
cesses, but not containing silk nor 
WOOL. Sei News deat Ponoe eet eon 

Bolting cloth, not made up.......... 

Woven fabrics wholly, or in chief 
part by weight, of silk or artificial 
silk, or both, imported in the web 
in lengths of not less than ten yards 
each by manufacturers of neckties 
for use exclusively in the manu- 
facture of such articles in their own 
LACTOTIES, «Se. aren ow penne VARS 

Embroideries, lace, braids, cords, 
chenille, gimp, fringes and tassels, 
whether containing tinsel or not, 
n.o.p.; bobinet, manufactures of 
lace, handkerchiefs, pillow shams 
And 'CULPAINS,atsOsD.se ns ee ee 

Socks and stockings wholly or in part 


Socks and stockings wholly or in 
part of artificial silk or similar 
synthetic fibres produced by 
chemical processes, but not con- 
taming: silles. 3: h renee 

Clothing, wearing apparel and 
articles, made from woven or 
knitted fabrics and all textile 
manufactures, n.o.p., wholly or 
partially manufactured; fabrics, 
coated or impregnated n.o.p.; all 
composed wholly or in part of silk 

Clothing, wearing apparel and 
articles made from woven or knit- 
ted fabrics and all textile manu- 
factures, n.o.p., wholly or partially 
manufactured; fabrics, coated or 
impregnated, n.o.p.; all composed 
wholly or in part of artificial silk 
or similar synthetic fibres produced 
by chemical processes but not 
containing slic sn 1 eee 

Church vestments of any material. . 

Knitted garments n.o.p., knitted 
goods, n.o.p., knitted underwear, 
n.o.p., all to be valued at more 
than 90 cents per pound............ 

Knitted garments, n.o.p., knitted 
goods, n.o.p., knitted underwear, 
n.o.p., all to be valued at 90 cents 
PerpoOund, Or lesst.. 2. ee 

Hats, caps, hoods and bonnets, n.o.p.; 
hat and bonnet crowns and hat, 

cap and bonnet shapes.. 

Unfinished hoods, composed ‘of les- 
horn, manila, ‘palm leaf, grass, 
willow or chip, not bleached nor 


blocked#ke. one eer ee eee 
Hat sweats, cap peaks, hatters’ tips 
and sides when cut to shape, 
imported by manufacturers for use 
exclusively in the manufacture of 
hats and caps in their own factories 
Braids or plaits, of chip, palm leaf, 
manila, willow, osier, rattan, straw, 
tuscan or grass; braids or plaits of 
artificial silk or similar synthetic 
fibre produced by chemical pro- 


cesses; braids or plaits of glazed 
cotton thread; all to be imported 


British 
Preferential 
Tariff 


223 p.c. 
Free 


173 p.c. 


25 p.c. 
25 p.c. 


25 p.c. 


30 p.c. 


30 p.c. 
123 p.c 


Free 


Free 


Inter- 
mediate 
Tariff 


32% p.c. 
Free 


20 p.c. 


35 p.c. 


35 p.c. 
174 p.c. 


30 p.c. 


30 p.c. 


30 p.c. 


5) p.c. 


5 p.c. 


General 
Tariff 


35 p.c. 
Free 


20 p.c. 


35 p.c. 
35 p.c. 


35 p.c. 


374 p.c. 


373 p.c. 
20 p.c. 


1 
g p.c. 
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for use exclusively in the manu- 
facture of hat bodies or shapes, 
but not for ornamentation or trim- 
ming of such bodies or shapes....| Free 5 p.c. 74 p.c. 
569d Woven fabrics, not exceeding three 
inches in width, in lengths ef not 
less than eighteen yards, of a class 
or kind not made in Canada, gener- 
ally known as ‘‘single, double or 
four shot corded ribbon,” imported 
by manufacturers for use exclu- 
sively in their own factories in 
making the bands on hats or in 


binding the edge of the hat brim..| Free 5 p.c. 7k p.c. 
570 |Mats, door or carriage, other than 
wpbal.. Mews. ve dy se aeraee ye 25 p.c. 30 p.c. 85 p.c, 


571 |Carpeting, rugs, mats and matting of 
cocoa, straw, hemp or jute; carpet 
linings and stair pads.............- 15 pc: 223 p.c. 25 p.c. 
572 Turkish or imitation Turkish or 
other floor rugs or carpets, and 
CAFES, N.OsDien nee eneter ames lee 25 p.c. 30 p.c. 38 p.c. 
573. |\Enamelled carriage, floor, shelf and 
table oil-cloth, linoleum, and cork 
matting or carpets.........--+-++-- 25 p.c. 323 p.c. 35 p.c. 
574 |Woven fabrics, non-elastic, _ not 
exceeding three inches in width, 
imported by manufacturers of sus- 
penders, garters and hose sup- 
porters for use exclusively in the 
manufacture of such articles in 
their own factories.............-- 10 p.c. 174 p.c. 20 p.c. 
574a |Webbing, with strands of rubber 
interwoven, or braided therein, 
not exceeding twelve inches in 


width; round elastic braid.........| 20 p.c. 32% p.c. 35 p.c. 
574b ‘Webbing, with strands of rubber . 

interwoven or braided therein, 

exceeding one inch but not exceed- 

ing twelve inches in width,imported 

by manufacturers for use exclu- 

sively in their own factories....... 123 p.e. 20 p.c. 25. ).c. 
575 |Cordage exceeding one inch in cir- 

cumference, 0.0.D......--...-02200s 20 p.c. 223 p.c. 25 p.c. 
576 \Window shades mounted on rollers, 

ROD o ceca de hee ae hn ea 20 p.c. 30 p.c. op D.C. 
577. |Collars and cuffs of xylonite, xyolite 

OF CGUNIOIA. 0.5 oceten nr salen ne ee 15 p.c. 20 p.c. 25: p.c; 
578 |Regalia, badges and belts of all kinds, 

n.o.p., except silk belts............ 22% p.c. 30 p.c 35. p.c. 
590c |Engines and complete parts thereof, 

when imported for use only in the 

equipment of aircraft.............. Free 7k p.c. 10 p.c. 

On and after Ist July, 1930........... 15 p.c. 25 p.c. 27% p.c. 

610 |Belting for machinery, n.0.p........- 20 p.c. 25 p.c. 274 p.c. 


620 |Tinsel wire when imported by manu- 

facturers of braids, cords, tassels, 

ribbons or trimmings, for use only 

in the manufacture of such articles 

in their own factories.............. 5.p.0; 74 p.c. 10 p.c. 
621 |Nitrate of thorium and nitrate of 

cerium for use in the manufacture 

of incandescent gas mantles, when 

imported by manufacturers of such 

mantles or of stocking for such 

mantiad «ks cnet Paes nee Wei <9 Free Free Free 
626 |Twine or yarn of paper when im- 

ported by manufacturers of furni- 

ture for use only in their own 

factories in the manufacture of 


furnitEre as. Lies » eee edehe ales Free Free Free 
627 |Gloves of all kinds...........--0++-: 224 p.c. 30 p.c. 35 p.c. 
627a |Mitts or mittens of all kinds......... 15 p.c. 25 p.c. 30 p.c. 


630 |Boot, shoe, shirt and stay laces, 
BD Ddedic swieaarex PGA ERS ws 3s 20 p.c. 27% p.c. 30 p.c. 
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682 


Junk, old; paper waste clippings and 
waste of all kinds, n.o.p., except 
metallic; broken glass or glass 
CUIEER ascents eer ee sets Free Free 

Aluminum net floats of a class or 
kind not made in Canada, for use 
only in deep-sea or lake fishing, not 
to include floats for sportsmen’s 
USE 5 sia chsstoies Rerece vie sore teeeaania aaa Free Free 


Tariff Tariff 


Free 


Free 


2. Resolved, That Schedule B to The Customs Tariff, being chapter 
forty-four of the Revised Statutes of Canada, 1927, be amended by 
striking thereout Tariff Items 1011, 1012, 1024, 1029, the enumeration of 
goods, and the rates of drawback of Customs duties set opposite to each 
of the said items, and the following items, enumerations and rates of 
drawback of Customs duties be inserted in the said Schedule B:— 


Portion of Duty 
(Not including 


Tariff ———— When Subject to Special Duty or 
Item Drawback Dumping Duty) 
Payable as 
Drawback 
1011 |Botany yarn, single, numbers 
thirty and finer, on mule cops, 
tubes or cones, or in hanks, dry 
spun on the French or Belgian 
systems, in white only, not 
doubled or twisted............ When used prior to the 
first day of October, 
1928, in the manufac- 
ture of socks and stock- 
ings and Jersey cloth.. 99 p.c. 
1012 |Woven fabrics in the web........ When used in the manu- 
facture of linings for 
hats and caps......... 99 p.c. 
1024 |Yarns composed in chief value of 
wool, single, numbers thirty 
and finer, on mule cops, tubes 
or cones, or in hanks, dry spun 
on the French or Belgian sys- 
tems, in white only, not doubled 
OT tb Waisted ently. astern ee When used prior to the 
first day of October, 
1928, in the manufac- 
ture of socks and 
StOCkING nena eters 99 p.c. 
TO2Z9Materialgns.... bsto.tate toe a eee Whenimported by manu- 
facturers of hat sweats, 
cap peaks and hatters’ 
tips and sides when 
used in the manufac- 
ture of such articles in 
their own factories... . 99 p.c. 
1060 |Newsprint paper, machine finish- 


ed book grades of paper, not 
coated, coated or supercalen- 
dared book grades of paper, 
when imported under tariff 
items 197, 197a, or 198a........ When used exclusively in 
the production in Can- 
ada of magazines or 
periodicals, including 
farm journals, printed, 
published and issued 
at regular intervals, 
and enjoying second- 
class postal privileges, 
containing critical, in- 


3l 


Tariff — 
Item 


1061 |Woven fabric manufactured for 
covering the outside of books, 
of a class or kind not made in 
Canadh . tet Bae eee 


1062 |\Materials, including all parts.... 


1063 |Materials, including all parts.... 


10645 |Seamless iron or steel tubing over 
four inches in diameter......... 


1065 |Bituminous coal................. 


When Subject to 
Drawback 


formative and descrip- 
tive articles on various 
subjects,current topics, 
political and other 
news or reviews, criti- 
cism or other infor- 
mative matter, or fic- 
tion, being bound, wire 
stitched or otherwise 
fastened together..... 


When imported by book- 
binders for use exclu- 
sively in binding books 
in their own factories. . 

When used in the manu- 
facture of bit braces, 
marking gauges of 
metal or wood, levels 
of metal or wood, 
planes or hand tool 
scrapers of metal or 
wood, spoke shaves, 
try squares and bev- 
els with metal or 
wood handles: Pro- 
vided that no draw- 
back shall be paid 
under this item unless 
at least fifty per cent 
of the cost of producing 
the finished article has 
been incurred in Can- 
ada; And _ provided 
further that no draw- 
back under this item 
shall be payable more 
than once on any 
i015) CRneao eC DO GAGE 

When used in the manu- 
facture of engines for 
use only in the equip- 
ment of aircraft: Pro- 
vided that on and 
after July 1, 1930, no 
drawback shall be 
paid under this item 
unless at least forty 
per cent of the cost of 
producing the finished 
engine has been in- 
curred in Canada...... 


When used in the trans- 
mission of natural gas 
under high pressure 
from the gas wells to 
point of distribution... 

When used in melting or 
evaporating salt pro- 
duced in Canada: Pro- 
vided that no draw- 
back under this item 
shall be payable on 
coal used in producing 
salt or brine when such 
salt or brine is further 
manufactured than 
salt enumerated in 
tariff items 40, 41, 42 
PN BORE au enh awed 


Portion of Duty 
(Not including 
Special Duty or ° 
Dumping Duty) 
Payable as 
Drawback 


80 p.c. 


99 p.c. 


60 p.c. 


50 p.c. 


50 p.c. 
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3. Resolved, That any enactment founded on the foregoing resolutions 
shall be deemed *to have come into force on the seventeenth day of 
February, one thousand nine hundred and twenty-eight, and to have 
applied to all goods mentioned in the foregoing resolutions imported or 
taken out of warehouse for consumption on and after that date and to 
have applied to goods previously imported for which no entry for con- 
sumption was made before that day. 


THE INCOME WAR TAX ACT 

Resolved, That it is expedient to amend the Income War Tax Act, 
and to provide:— 

1. That the schedule of rates of Income Tax pertaining to individuals 
be reduced for the year 1927 and thereafter by twenty per centum. 

2 That the Income Tax of companies for the year 1927 and there- 
after be eight per centum. 

3. That allowance for exhaustion of mining lands, oil and gas wells 
and timber limits be afforded to and apportioned between lessee and 
lessor. 

4. That the income from the operation of ships owned or operated by 
a non-resident person or corporation be exempt from taxation, provided 
that the country of residence grants an equivalent exemption in favour 
of a person or corporation resident in (Canada. 

5. That $500 exemption be given persons supporting dependents 
twenty-one years of age and over, incapable of self-support on account 
of mental or physical infirmity. 

6. That upon election by the trustee controlling a superannuation 
pension fund or plan to have the investment income exempt from tax- 
ation the contributions by employees shall not be exempt. 

7. That provision be made for procuring information as to payments 
made from the source of payment. 


THE SPECIAL WAR REVENUE ACT 

Resolved, that it is expedient to introduce a measure to amend the 
Special War Revenue Act, chapter 179 of the Revised Statutes of Canada, 
1927, and to provide:— 

1. That section eighty of the said Act which imposes an excise tax on 
automobiles adaptable for passenger use be amended by adding thereto 
the following subsection :— 

“4 When goods of any class mentioned in schedule I are manu- 
factured or produced in Canada and are for use by the manufacturer or 
producer thereof and not for sale, such goods shall, for the purposes of this 
part, be deemed to have been manufactured or produced in Canada and 
sold, and the sale shall be deemed to have taken place when the goods 
are used or appropriated for use. The Minister may determine the value 
of the said goods for the tax.” 

2. That the rate of consumption or sales tax be reduced to 3 per 
cent and that any enactment which may be founded on this resolution 
No. 2, shall be deemed to have come into force on the seventeenth day of 
February, 1928, and to have applied to goods imported or taken out of 
warehouse for consumption on or after that date and to have applied 
to goods previously imported for which no entry for consumption was 
made before that date. 


THE COPPER BOUNTIES ACT 
Resolved, That it is expedient to introduce a measure to amend 
The Copper Bounties Act, 1923, and to provide. that the payment of 
bounties at the rate of one-half of one cent per pound on copper bars or 
rods, as described in the said Act, be continued up to the thirtieth day 
of June, 1981. 
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BUDGET SPEECH 


DELIVERED BY 


HON. JAMES A. ROBB, M.P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, FRIDAY, MARCH 1, 
1929 


Hon. J. A. ROBB (Minister of Finance) moved: 


That Mr. Speaker do now leave the chair for the House to go into 
Committee of Ways and Means. 


He said: Mr. Speaker, the general optimism prevailing 
throughout Canada has, during recent months, been so widely 
reflected and strongly emphasized in provincial legislative 
assemblies, annual reviews and financial statements that, in 
presenting this annual budget, little need be said beyond sub- 
mitting official figures which, when analyzed and compared with 
the records of previous years, will show a steady and continuous 
reduction of both debt and rates of taxation. 


The fiscal year ends, as hon. members know, on the 31st 
of March, consequently, when on the 16th of February, 1928, 
the annual budget statement for 1927-28 was presented, it was 
necessary to make an estimate of the total revenues and 
expenditures. The Public Accounts for that year have since 
been tabled and give in detail the various revenues and expendi- 
tures and show that, after transferring certain old and doubtful 
assets and Soldier Settlement loan adjustments from active to 
non-active assets, the actual net debt reduction for the fiscal 
year 1927-28 was $50,984,137.17. 


FiscaL Year 1928-29 


REVENUES 


For the fiscal year 1928-29, which ends on the 31st March, 
it is estimated that the ordinary revenues will be $450,000,000, 
which, with special receipts from reparation payments of 

80530—1} 


4 


$3,500,000 and receipts of $1,400,000 from the Imperial Govern- 
ment in final adjustment of disputed claims, together with 
$42,000 miscellaneous receipts, makes total estimated revenues 
for the year of about $454,942,.000. This will be an increase 
of some $25,000,000 over the revenues for the year 1927-28. 


It is estimated that customs revenues will be $185,000,000, 
an increase of $28,000,000 over the previous year; excise duties 
$63,400,000, an increase of $6,000,000; income tax, $58,500,000, 
an increase of $1,900,000; interest on investments (including 
$1,500,000 interest derived from temporary investments of our 
surplus cash holdings), $11,600,000, an increase of $660,000; 
and revenues from other sources $16,350,000, an increase of 
$840,000. 


Services which it is estimated will show decreases are: 
excise taxes,—sales, stamps, etc., $81,500,000, a decrease of 
$8,700,000 from the previous year; delayed business profits tax, 
$450,000, a decrease of $500,000; Post Office, $31,000,000, a 
decrease of $560,000; and miscellaneous services, $2,200,000, a 
decrease of $370,000. 


EXPENDITURES 


Our ordinary expenditures for the year, Mr. Speaker, are 
estimated at $355,200,000. This includes payments made under 
authority of the Maritime Freight Rates Act, 1927, of 
$2,992,000 to meet the twenty per cent reduction in Maritime 
Freight Rates, and $4,303,000 to meet deficits on eastern lines. 
It also includes $1,600,000 by way of special grants to the 
Maritime Provinces, $800,000 to be paid to the provinces of 
British Columbia, Saskatchewan, and Manitoba as_ the 
Dominion’s share of old age pensions payments, and $2,190,000 
to the Federal District Commission under authority of the 
Federal District Commission Act as amended in 1928. 


The capital expenditures are estimated as $24,150,000 and 
special expenditures at $1,937,000. In addition, loans in cash 
to the Canadian Government Merchant Marine are estimated 
at $1,000,000 and to the Quebec Harbour Commission $2,873,000. 
As these loans are carried as non-active assets the amounts are 
included as expenditures for the year. The total estimated 
expenditures will, therefore, be $385,160,000, an increase of 
$22,332,000 over the expenditures of the previous year, 


5 
SuRPLus $69,782,000 


By deducting the estimated total expenditures of $385,- 
160,000 from the estimated total revenues of $454,942,000, it 
will be observed that the estimated surplus of revenues over 
all expenditures for the current fiscal year is $69,782,000. 


Mr. Speaker, for the convenience of hon. members, may I, 
with the consent of the House, place on Hansard a comparative 
summary showing the actual revenues and expenditures by 
services for 1927-28 and the corresponding estimated revenues 
and expenditures for the current fiscal year; also a statement 
of the estimated ordinary revenues and the estimated expendi- 
tures, by services, for the present fiscal year, together with 
their percentages to the total revenues or expenditures as the 
case may be. 


REVENUES 
Actual Estimated 
1927-28 1928-29 Increase | Decrease 
$ $ $ $ 
Ordinary Revenue 
Taxation Revenue— 
Customs Import Duties......... 156,985,818} 185,000,000 28,014,182 
Tixcise Daiieg crys: oo ee 57,400,897} 63,400,000} 5,999,103 
War Tax Revenues— 
Excise Taxes (Sales, Stamps, 
Obes thai: OU es ees 90,222,931] 81,500,000}............ 8,722,931 
Income Tax..... eS EE A 56,571,047) 58,500,000} 1,928,953 
Delayed Business Profits Tax. 956,031 450,000)... 25.00. 506, 031 
Miscellaneous Taxes........... 2,569, 078 27200, OO: tee ee 369,078 
9,598,040 


Total Revenue from Taxation..... 364,705, 802 


Interest on Investments........... 10, 937, 822 
Post Office Revenue...............] 31,562,580 
Dominion Lands and Parks...... 3, 688, 595 
Canada Grain Act...../,....000... 2,677,878 
Miscellaneous Receipts............ 9,145,306 


Total Ordinary Revenue.......... 422,717,983 


562, 580 


9,350, 000 204, 694 
450,000,000} 37,442, 637/10, 160, 620 
Special Receipts 


German Reparation Payments— 


Under Dawes Plan.............. 3,002,048! 3,500,000 497,952 
Arrears—Pre-Dawes............ Gy FOU BU ee ev es oT ae 3,789, 430 
Refunds of Previous Year’s Expen- 
diture on War and Demobiliza- 
GOR... ciccs eee eee 204,974 BF DOOM ee ose are ents 162,974 
Rec'd from Imp. Govt. in final 
settlement of disputed accounts .|............ 1,400,000} 1,400,000 
Mincollampous iis ds «Feist on a5 5 Ve hd ee een Nee de aes 133,117 
429, 847,552) 454,942,000} 39,340, 589/14, 246, 141 
14, 246,141 
Eatinaboed Tuareaee: wsccdass cass ae a ie 25,094, 448 
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EXPENDITURES 


Actual 
1927-28 


$ 
Ordinary Expenditure 


Interest on Public Debt........... 


Pensions..2, eee ae ae 39,778, 130 
Subsidies to Provinces...........- 12,516, 741 
Soldier and General Land Settle- 

ment Administration..........-. * 1,334,008 
Soldiers’ Civil siping. wr 6,958, 611 
National Revenue.. 5 ...| 11,801,331 
Post OMCs. es oi stents tie ote 31, 782, 968 
National Defence..............:-- 15, 864, 188 
Agriculture. . ieee 6, 487, 766 
Public Works — Chargeable to 

INCOME ohn ieee 14, 037,366 
Ocean and River Service.......... 3,749,105 
Dominion Lands and Parks....... 4,082,752 
Trade and Commerce... 4,015,985 
Special Grant to Maritime Pro- 

MINCE Sodan chee Soe meer arnt 1, 600, 000 
Maritime Freight Rates Act— 

Due to 20% reduction in Freight 

RACES ercclcre stoners ie et ae 1,353, 465 
Deficit on Eastern Lines (C.N.R.)] 2,117,936 
Old Age Pensions Act............. 131,452 
Federal District Commission......]........*.-- 
Civil Government..2. 2.5. .seenee able 576, 140 
Other Expenditures............... 38, 077, 072 
Total Ordinary Expenditure....... 336, 167, 961 
Special Expenditure 

Adjustment of War Claims.. : 1,860,985 
Miscellaneous Derciad to. Con- 

solidated Fund....... prs 1,705,311 

Capital Expenditure 

Pablies Works: ce. o..ceeee tener 1,373, 633 
Public Works, Marine Department 1,907,464 
FRAG WAYS.  seicvo ors cscrscinshieicls ees 3,591, 646 
Canals: i. cacmsitascr. seeder tee 13,762,905 

Loans and Advances Non-Active 
Canadian Government Merchant 
wo MATING | Joa eee as ties tener on 999, 837 
Quebec Harbour Commission.. 1,458, 000 


362,827,742 


Surplus of Revenues over Expendi- 


$UTOS say ciae tee See eee aa ee 67,019,810 


Estimated 
1928-29 


$ 


128,902,945) 125,000,000 


2,000, 000 
12,550, 000 


7, 390, 000 
7,500, 000 
4,700,000 
5,100,000 
4,600, 000 
1, 600, 000 


2,992,000 
4,303,000 
800, 000 
2,190,000 
12,300,000 
38,325,000 


359, 200, 000 


150, 000 
1,787,000 


1, 190,000 
2,760, 000 
6,960, 000 
13, 240, 000 


1,000, 000 
2,873,000 


385, 160, 000 


69, 782, 000 


28, 652,726 


22,332, 258 


Pee ed hee 3,902,945 


3,902,945 


POCO on 1,710,985 


lal: enya ck st 183, 633 


Aa Ae ee 522,905 


6,320, 468 
6,320, 468 
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ESTIMATED ORDINARY REVENUES FOR THE FISCAL YEAR 1928-1929 
BY SERVICES WITH PERCENTAGES TO TOTAL REVENUES 


ewe 
Percentage 

— Amount of total 

Revenue 


Special War Tax Revenue— 


Excise Taxes (Sales, Stamps, etc.)................ $ 81,500,000 18-11 
anoomio Pare ft <5) de sv ae tae Se. ge 58, 500, 000 13-00 
Delayed Business Profits Tax.................... 450, 000: 0-10 
incollanwows Tare: 5006 2. os se kek. beer een 2,200, 000 0-49 
Total Special War Tax Revenue.......... $142, 650, 000: 31-70 

Gustoms Import, Dutied.....%..<006.666060.eede 185, 000, 000 41-11 
Eixaine, Datiqs hi tee ©... adic se. eee, ae tch: 63, 400, 000 14-09 
Total Revenue from Taxation............ $391,050, 000 86-90 

Interest on Investments. ........... 060. .ceeeccceceee. 11, 600, 000 2-58 
Boat. Office Hewat 3 5. 96 050.) 70h. oe en eens 31,000, 000 6-89 
Dominion Lands and Parks........................... 4,000, 000 0-89 
Canada Grain Act oiiés. cs ence ee 3,000, 000 0-66 
Miscellaneous ROCGIPES 5.0... «.<iieics se cnsdatve secs ea fdot be 9, 350, 000 2-08 
$450, 000, 000 100-00 


ESTIMATED EXPENDITURES FOR THE FISCAL YEAR 1928-1929 


By services with percentages to total expenditures 


Percentage 
— Amount of total 
Revenue 
ie SS ER eee Be eee 
Principal Expenditure attributable to the Great War 
Interest on Public Debt (Increase over 1914).......... $112, 107,000 29-11 
Wan Pensions ca ee: eS tae oe tee 40, 600, 000 10:54 
Soldiers’ Civil Re-establishment...............+..... 7,900, 000 2-05 
Soldier Land Settlement Administration.............. 1,400, 000 0-36 
Imperial War Graves Commission.................... 574,000 0-15 
Battlefields Memorials...............0.ccccesecceusn. 180,000 0-05 
Adjustment of War Claims........................... 150, 000 0-04 
$162, 911,000 42-30 
Other Fixed and Public Debt Charges 

Interest on Public Debt (as of 1914)................05. $ 12,893,000 3°35 
Other Pensions.... 1,400, 000 0-36 
Buperannmasion . 6.6. .0noesce coe nec es 1,450, 000 0-38 
Subsidies to Provinces 2,550, 000 3-26 

Expenses of Loan Flotations ,000 
Premium, Discount and Exchange 0-02 
7-37 

General Expenditure 

Charges of Management................0.c.cccceccces $ 975,000 0-25 
Civil Governmont.jv;...0 455 . Sha te ee 12,300,000 3-19 
Administration of Justice.............00 cece ce cececcece 2,200,000 0-57 
Lagishghhom, «ax cckenaut «Oss ka ei ene ate 2,400,000 0-62 
Ponsbeattiarion,..0) 250.25, . $5... TU ee 1,800,000 0-47 
Fo ee ps 2 Sie CES Gh ae ee oe SO 7,390,000 1-92 
Immigration and Colonization........................ 3,000, 000 0:78 
Health. Mgeden debt PACTS ekki. - ARIE Ae, oP oe 900, 000 0-23 
National Detetiee’. 3.5. icdicts schon es 18,000,000 4-67 
Royal Canadian Mounted Police...................... 2,800, 000 0-73 
Public Works—Chargeable to Income................. 17, 500, 000 4-54 
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ESTIMATED EXPENDITURES FOR THE FISCAL YEAR 1928-1929—Con, 


Percentage 
—— Amount of total 
Revenue 
General Expenditure—Con. 
Railways and Canals—Chargeable to Income......... 1,250,000 0-32 
Mails Su DSid esi sprit ety oo eine core ee rear 1,050, 000 0:27 
Oceanrsand: Wager aa te vcs cates on: es eee oe eee 4,700,000 1:22 
Lighthouse and Coast.. 2,900, 000 0-75 
Steamboat Inspection : 140, 000 0:04 
HiSheries nother, aii De eB ob ian cee eee ET 2,000, 000 0-52 
Mines'and GeolopicalSurvey 4... . 2+ cae sie nies een 700,000 0-18 
Scien tifictinstitutionsias.../.4 bn nveemoe een 1,100,000 0-29 
Uncligiig’< 7 steanes eae sree eat ttc nee ena ae eee 4, 600, 000 1:19 
Government of the Northwest Territories............ 460,000 0-12 
Government of the Yukon Territory.................. 180, 000 0:05 
Miscellancous:=,-0 2 see ae eer ene eee 2,436, 000 0-63 
National Revenue (Outside Service).................. 13,300, 000 3-45 
Post Oiiice’ (Outside; Service) ty. ...c emer eta : 33, 250, 000 8-63 
Public Works—Collection of Revenue.. rope eens 950,000 0-25 
Railways and Pap Caen ba of Revenue......... 2,600, 000 0-68 
Dominion Lands and Parks.. aoe en Ome OE oe ae 5, 100,000 1-32 
Trade and: Commercenamnne chine overt eee 4, 600, 000 1-19 
De bour’. o..c5 ee er RR ea cece oa Rey eee 1,400, 000 0-36 
Public erintin oe AancdastatlOonelyi dere tenn ieee ner 200, 000 0-05 
Miscellaneous Consolidated Fund Charges............ 1,787,000 0:46 
Capital Expenditure— 
IPUb LIC; WOLKS Scot castes eee ern eee 1,190,000 0-31 
Public Works, Marine Department................ 2,760,000 0:72 
TRA WAYS scicsee cdot nee eee ee 6, 960, 000 1-81 
Ganals. 2. . os eameattcn eve teehee Oe ee eee ae ene 13, 240, 000 3:44 
$178, 118,000 46-22 
Total Estimated Expenditure on Government Services $369, 402, 000 95-89 
Other Expenditures 
Maritime Freight Rates Act—Estimated amount 
required— 

Due to 20% reduction in freight rates............. $ 2,992,000 0:78 
Deficit on Eastern Lines (C.N.R.)...............- 4,303,000 1-12 
Special Grant to Maritime Provinces................. 1,600, 000 0-42 
OldFAge PensionstACts oj) .au.teeec woe ee 800, 000 0-21 
Federal District Commission Act.................-... 2,190,000 0-57 
Loans to Quebec Harbour Commission.. . 2,873,000 0-75 
Loans to Canadian Government Merchant Marine.. 1,000,000 0-26 
Grande ovaliecrst.wecace sao ee $385, 160, 000 100-00 


RepucTion IN Ner Dest 1928-29, $69,782,000 


Mr. Speaker, having dealt with the revenues and expendi- 
tures, the attention of hon. members is now directed to the net 
debt of Canada which, at the beginning of the present fiscal 
year, amounted to $2,296,850,232. At the close of the present 
fiscal year it is estimated it will be $2,227,068,000, or a reduc- 
tion during the year of $69,782,000. This reduction is arrived 
at as follows: To the $94,800,000 surplus of ordinary revenues 
over ordinary expenditures is added special revenues of 
$4,942,000, being reparation payments and receipts from the 
Imperial Government in final adjustment of disputed claims, 
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thus giving a total of $99,742,000. There are, however, certain 
other expenditures which must be deducted to arrive at the net 
decrease in debt. These are: special expenditures on account 
of adjustment of war claims and miscellaneous charges against 
consolidated fund, $1,937,000; capital expenditures, $24,150,000; 
loans to Canadian Government Merchant Marine, $1,000,000; 
loans to Quebec Harbour Commission, $2,873,000, making a 
total of $29,960,000, which deducted from $99,742,000, will result 
in a reduction in the net debt for the present fiscal year of 
$69,782,000. 

In connection with the debt reduction which the Dominion 
is again able to accomplish, may attention be directed, Mr. 
Speaker, to our record in that regard. An examination of the 
public accounts shows that for a period of fifty-six years, from 
Confederation to March 31, 1923, the net debt was increased 
year by year with the exception of the fiscal years 1871, 1882, 
1900, 1903, 1904, 1907, 1912 and 1913. From the beginning 
of the fiscal year 1923-24 to the end of the present fiscal year, 
the net debt has annually decreased, the total reduction in the 
six-year period amounting to about $226,708,000, or a yearly 
average reduction of some $37,700,000. 


Public interest naturally centres in what has been accom- 
plished in the post-war period; may a survey, therefore, be 
made commencing with the fiscal year 1921-22. The net debt 
that year was increased by approximately $81,000,000. For the 
purposes of eventually effecting a balanced budget, provision 
was made in the budget of 1922 for certain additional taxation. 
The major increase was made in the sales tax where the rates 
were increased fifty per cent over the then existing tax. There 
was also an increase in the stamp tax. These taxes have been 
steadily decreased year by year until to-day they are consider- 
ably less than the rates of 1922. Certain other taxes, generally 
classed as manufacturers’ taxes, were imposed, the articles 
affected being automobiles, confectionery, cigars, ale and beer 
and other beverages; these have since been repealed or removed 
with the exception of the tax on ale and beer, cigars and part 
of the automobile tax. 


The additional revenues thus received, aided by economies 
in expenditures, in 1922-23 resulted in a lessened increase of net 
debt by $50,000,000 as compared. with the previous year. The 
following year the era of surpluses and debt reduction com- 
menced, and, as already stated, the net debt for the six-year 
period has been reduced $226,708,000. In addition, through 
reductions in the rates of taxation in force in 1922, the sum 
of $241,000,000 has been remitted to the taxpayers. 
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RETIREMENT OF Maturinc LOANS 


On the 15th October, 1928, the five-year five per cent 
refunding loan of 1923, amounting to $53,000,000 matured. 
Previous to the date of maturity $20,866,400 of these bonds 
were purchased in the open market, thus effecting a saving in 
interest of $482,000. The balance of the bonds, amounting to 
$32,133,600, was redeemed in cash at maturity. The saving in 
interest resulting from this redemption will be $2,650,000 
annually. 

Mr. Speaker, as the interest charges on the national debt 
are large, it is a source of general gratification that each year 
witnesses a reduction. Seven years ago, on the 1st April, 1922, 
the annual interest charge on bonds, debentures and treasury 
bills outstanding in the hands of the public, amounted to 
$133,482,113. On the Ist April, 1929, we will have an annual 
interest liability of $117,142,100, a decrease of $16,340,013. 
This saving in interest includes the redemption of our bonds 
held by the Imperial Government which by agreement in 1923- 
24 were cancelled and written off against advances made by 
the Dominion to the Imperial Government. 


On the Ist August, 1929, the 54 per cent loan of 1919, 
amounting to $60,000,000, matures. The government will be in 
a position to take up this loan out of surplus revenues and 
thereby effect a further annual interest saving of $3,300,000. 


For the information of hon. members, and with their 
unanimous consent, a statement is now placed on Hansard 
showing the outstanding funded or dead weight debt in the 
hands of the public. In doing this it might well be observed 
that on the 31st of March, 1914, the dead weight debt in the 
hands of the public was $303,560,938, while the debt to-day 
is $2,330,835,086. It means that our annual interest charge of 
$117,142,100 on the funded debt represents one-quarter of our 
present yearly revenues. The policy of this administration to 
provide annually for a substantial reduction of the maturing 
obligations causes a saving in interest, an improvement in our 
national financial reputation and paves the way for further 
taxation reductions towards the pre-war level. 
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PUBLIC DEBT 
Maturing dates by years 


Funded Debt 
Date of Name of | Rate| Where Amount Amount maturing 
Maturity Loan % Payable of Loan during year 
1929—Aug. 1 |Bond Loan Be IN Gi MUEIS t [ic cassse cae cress $ 60,000,000 00 
1919-29 
1930—Feb. 1 |Refunding 44 |Canada.....|$ 20,000,000 00 
Loan of 
1926. 
Dec. 1 |3 year notes} 4 |Canada and| 45,000,000 00 
New York.|———_—_—_—_- 65,000,000 00 
1931—April 1 |Public Ser- 5 |New York . 25,000,000 00 
vice Loan 
1916. 
Oct. 1 |War Loan 5 |Canada..... 52,931,600 00 
1916-31. a 77,931,600 00 
1932—Nov. 1 |Renewal BP Cannda nos, Je 73,325,150 00 
Loan 1922 
19383—Nov. 1 |Victory by WOanseda.., (Plc em ee 446,658,800 00 
Loan 1918. 
1934—Nov. 1 |Victory 53 |Canada.....} 511,910,650 00 
Loan 1919. 
June 1 |Loan of 1884 33 |London..... 23,467,206 27 
—— 535,377,856 27 
1935—Aug. 1 |Bond Loan Dr IGanads Gnd | .. nsicacitediesv'an 874,000 00 
1915-35. New York. 
1936—Feb. 1 |Loan of 33 Now ork: ohctenck hss le 40,000,000 00 
1926-36. 
1937—Dee. 1 |Victory 54 |Canada.....| 236,299,850 00 
Loan 1917. 
Mar. 1 |War Loan 5 |Canada and 90, 166,900 00 
1917-37. New York. = 326,466,750 00 
1938—July 1 |Loan of 1888} 3 |London..... 8,071, 230 16 
July 1 |Loan of 1892 3° \/Londoalc2)! 18, 250,000 00 
July 1 |Loan of 1894; 3 |London..... 10,950,000 00 
July 1 |C.P.R. 33 |London..... 15,056,006 66 
Loan. —___——_—— 52,327,236 82 
1940—Sept. 1 |Refunding ALTCAnAGS 245 Peo. of ea 75,000,000 00 
Loan 1925. 
19483—Oct. 15 |Refunding Pe NOMI Be Be erect. ny toric eave 147,000,000 00 
Loan 19238. 
1944—Oct. 15 |Refunding Bae CANNEL ELEN © oI Cee thn ck escent 50,000,000 00 
Loan 1924. 
1946—Feb. 1 |Refunding PM Sc ce et Se Sean eas 45,000,000 00 
Loan 1926. 
1947—Oct...._ 1 |Loan of 1897)... 23 \London. 4... <b. «secu vw eras sia 4,888,185 64 
1950—July 1 |Loan of Be, (LOMO canst. Sate aden oentar 2 137,058,841 00 
1930-50. 
1952—May 1 |Loan of B TNGW SOLIS Una cintna cnet. 100, 000,000 00 
1942-52. 
1960—Oct. 1 |Loan of OR Pols Oe Od Be oe ee Oe 93,926,666 66 
1940-60. —_——-—_____—_ 
$ 2,330,835,086 39 
Payable tn Canad tie wosug haste b «oie s5 v0 es aetown $ 1,657, 252,050 00 
Payable in Canada and New York............... 136,040,900 00 
Pesysipibe ats IN re Ng aga rat od piv aidan oaks «150 225,874,000 00 
Pavauas pi LOnedin nes he aes shires nacre 311, 668,136 39 


$ 2,330,835, 086 39 


GUARANTEED SECURITIES 


Certain public services are assisted or allied with our 
national treasury and a brief survey of our financial commit- 
ments in the present fiscal year in connection with the Montreal 
Harbour Commission and the Canadian National Railway may 
be made. 


80530—2) 


on 
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Montreal Harbour Commission 

During the year the government guaranteed securities of 
the Montreal Harbour Commissioners, as authorized by Chapter 
58 of the Statutes of 1924, to the amount of $9,000,000. The 
securities were used in the raising of money needed for the 
completion of the South Shore Bridge. 


Canadian National Railway Finances 

With the exception of the payments made by the govern- 
ment to cover deficits on the Eastern Lines, no direct financial 
assistance was extended to the Canadian National Railway 
Company apart from certain temporary loans, since repaid. 
The same situation prevailed as in the previous year, the 
Company’s financial requirements being raised in its own name, 
mainly with the guarantee of the Dominion, but, in part, with- 
out such guarantee. 

This financial position has been reached gradually. In the 
early years of government ownership, deficits were met, the lines 
unified and the system rehabilitated largely at the Dominion’s 
expense. Latterly, however, deficits have been converted into 
a substantial surplus and the management anticipates that 
further improvements and extensions, involving new capital, will 
be self-sustaining. 

In the calendar years 1920 to 1927, inclusive, leaving aside 
interest nominally payable on government advances but not 
actually paid, the net deficits of the Canadian National Rail- 
ways amounted to $202,900,000. In the corresponding fiscal 
years, the Dominion paid in cash to the railways, the sum of 
$367,700,000. In other words, the government paid al! losses 
and, in addition, supplemented the Company’s capital by $164,- 
800,000. In earlier years, as hon. members know, the companies 
were operating as separate units and large advances were made 
by the government for capital purposes, as well as deficits. Mr. 
Speaker, with the consent of the House, the record for each of 
the years 1920 to 1927 will be placed on Hansard. 


Net Income Deficit 
of Can. National | Payments in cash 


Calendar Year Railways, exclusive] from Dominion 
: of interest due Government 
government 


(By fiscal years) 


LOO ieee tates creas. 6 23.2 ae $66, 131, 996 $123, 590, 232 
LO Lapras cin ater eran eee ee ee 48,899,807 105, 623, 699 
LP PRP eE anys TROT E MOORE PNG Eee 33,047, 222 84, 932, 579 
1023... Sass. IU adh oc T., RRP 21,539,731 23,710,617 
LO ae ee Tone. i a an 23,589,376 9,934, 453 
LOQBMAATI A BOSE EE UG 1 aS 9, 994, 383 10, 000, 000 
LVAGMIne a8 age” & ae vive ane *2,,389, 009 10, 000, 000 
LU) heisitesrisalbet bec Rett aah en Sith eas DL SL OS nieanacne eee tera ee 

$202, 995, 884 $367,791, 580 


* Surplus. 
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Coming now to the railway year recently closed, that is, 
1928, the railway officials advise that after paying all charges 
with the exception of interest due the government, the accounts 
of the Company will show a surplus of about $7,000,000. This 
sum is, therefore, available to the Company for capital pur- 
poses. The interest due to the government, amounting to over 
$32,000,000 for the vear, is taken into the books of the Company 
as a liability but not paid. As no eredit is taken in the books 
of the government for this unpaid interest, it may be left aside 
in estimating the outcome of the year’s business when consider- 
ing the Government’s and the Railway’s fiscal relationship. 

In December last, the government guaranteed an issue of 
$35,000,000 Canadian National Railway Company 44 per cent 
40-year bonds which were sold by tender. In addition, the 
Company borrowed $40,000,000 by way of temporary loans 
from Canadian chartered banks. These obligations were issued 
to finance expenditures on construction and betterments as 
approved by Parliament, and also to refund maturing securi- 
ties. The following statement indicates the authorities under 
which these borrowings were made:— 


Railway Loan Apvropriation, 1927-28...................05. $5,900,000 00 
Railway Loan Appropriation, 1928-29...................... 32,851,890 40 
Branch. Lines, special Actas’ .2e A. cee Bel 9,500,000 00 
Toronto Terminals Railway Act............c.ce0cce reece 4,000,000 00 
Canadian Northern Income Charge Act, 1928 (refunding)... 22,748,109 60 


$75,000,000 00 


The net addition in 1928 to the liabilities of the railways, 
in the form of outstanding long term and short date debt, 
amounted to $44,800,000. The balance of the borrowings 
effected during the year was required to provide for the redemp- 
tion of maturing securities. 


Forecast OF REVENUES AND EXPENDITURES 


Before leaving the financial accounts, some reference might 
be made, Mr. Speaker, to the probable revenues and expendi- 
tures for the coming fiscal year. 

Without being unduly optimistic, the Government feels it is 
warranted in anticipating that, notwithstanding the reductions 
to be submitted in this budget, the revenues will meet all 
expenditure obligations and also provide for the redemption of 
the loan maturing in August next. 

The ordinary revenues for the present fiscal year have 
already been estimated at $450,000,000. It is hoped the 
ordinary revenues for the coming fiscal year will be at least 
equal. After making provision for the statutory charges and 
maturing obligations, the expenditures have been allocated to 
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such votes as will provide for long deferred repairs and needed 
improvements to the public properties and services, as are 
required by a growing and prosperous country. 


TRADE 


Mr. Speaker, the monthly publication of trade statistics 
being available to all, it is unnecessary to place on record any 
extended statement of the volume of the Dominion’s external 
trade. In the first ten months of the fiscal year the Depart- 
ment of National Revenue reports total exports amounted to 
$1,187,400,000, which, when the total imports of $1,033 300,000 
are subtracted, leaves a favourable trade balance of $154,100,000 
for the ten months’ period. 

The remarkable growth in Canada’s external trade may be 
illustrated by the fact that the favourable balance just quoted 
is almost equal to the total export trade of this Dominion thirty 
years ago. It might also be noted that a comparison with the 
pre-war year of 1913-14 shows the 1927-28 exports of fully 
manufactured goods exceeded the total exports of raw, semi- 
manufactured and fully manufactured goods in the year 1914. 
Canadians may well take pride in the great increase in the 
per capita producing ability of this Dominion. 

Unfortunately, no method has yet been devised whereby 
the ultimate destination of our exports may be determined. 
This is particularly true in respect to exports of grains which, 
on the basis of last year’s statistics, represent about one-third 
of the total exports of the Dominion. Vessels oftentimes obtain 
clearance for the United Kingdom, but unload in European 
ports. Thus, while our export records show a credit to Great 
Britain, the actual destination is some other country or coun- 
tries. The trade records of both France and Switzerland illus- 
trate this. The import records of the French government show 
that in the year ended December 31, 1927, France imported from 
Canada goods to the value of $28,400,000, but our records for 
the same period credit an export to France of approximately 
$11,700,000. The Swiss records credit $17,000,000 as the 
imports from Canada, while our export records state this 
Dominion only sold $483,000 of goods to Switzerland. 

It is gratifying to note the steady development of inter- 
empire trade. Canada, the pioneer of the British Preference, 
looks on Empire trade as the keystone of its external trade 
policy and desires in every way to foster closer trading rela- 
tions throughout the British Commonwealth of Nations. 

Throughout a period of years Parliament has authorized 
the adoption of various commercial treaties with foreign coun- 
tries, and it will be recalled that last session agreements with 
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a number of countries were accepted. These were formally 
brought into effect during the year. Sufficient time has not 
yet elapsed to justify a survey of these arrangements, but the 
trade reports show that in the fiscal year 1927-28 Canada sold 
165 million dollars worth of goods to countries with which we 
have enjoyed most-favoured-nation treatment over a period of 
years. From the same countries our purchases amounted to 
103 million dollars. This record is a substantial improvement 
over the fiscal year 1921-22 when our exports to the same 
countries had a value of about 82 millions of dollars and our 
imports of 57 millions of dollars. 

In 1921-22 the concern of all Canadians was that our dollar 
should be brought back to par, that the nation’s purchasing 
power be substantially increased, that no man willing to work 
be out of employment, that Canadian goods become firmly 
established on the international trading markets and that 
Canadians, wherever they might be, would feel that the prob- 
lems of each section were the mutual concern of all. 

Our dollar is no longer at a depreciated valuation. Cana- 
dians to-day are prospering. Employment is at a high level. 
Our basic and manufacturing industries are producing large 
quantities of goods for home consumption and also for the 
vast external trade outlets which have been developed. Many 
new trade channels within the British Commonwealth are being 
opened and, in addition, the ever-increasing number of countries 
with which Canada exchanges most-favoured-nation treatment 
assists Canadian business to establish permanently “ made-in- 
Canada” goods on the markets of the world. 

These, we believe, are factors which, coupled with good 
crops, have materially assisted in the expansion of our basic 
industries, encouraged the enlargement and extension of indus- 
tries throughout the Dominion, and provided much new business 
for Canadian transportation systems. Our railways, relieved in 
some measure of pressing financial problems through the general 
increase ef business, are now in a position to extend services to 
parts of the Dominion where additional traffic will add to their 
earnings. 


Customs TARIFF 


Enjoying such advantages and blessed with a fertile soil 
and vast resources, Canada has many opportunities for develop- 
ing a well-balanced diversity of production within the Dominion 
as well as securing permanent trade channels with other nations. 
In so far as we have a fiscal problem, our task would appear 
to be that of readjusting, as necessity arises, our Customs 
Tariff schedules to meet new conditions, of removing inequali- 
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ties where enquiry proves such to exist, of encouraging greater 
and more economical production of quality products, of assist- 
ing in the utilization of domestic resources and, other things 
being equal, of favouring those countries which favour our 
products. In applying these principles, availability of supplies, 
transportation costs, and the proximity of markets are factors 
which must be considered if all are to benefit and the Dominion 
prosper. ; 

The constant expansion within Canada brings new problems. 
We should recognize that this generation has an obligation to 
build wisely for the greater to-morrow. The expansion of 
business within Canada has increased local competition and 
interlocked the interests of many activities. Add the problems 
arising out of the varying costs of domestic production, sources 
of supplies, transportation charges and the location of domestic 
and external markets. Consider as well the demands for tariff 
changes of various interests, and it may be of interest to note 
that there are basic. industries applying to the Minister of 
Finance for increases in customs tariff rates, also manufacturing 
industries applying for reductions in schedules, and we have an 
appreciation of some of the domestic problems which must be 
considered in connection with any tariff revision. 

The Advisory Board on Tariff and Taxation has actively 
investigated numerous requests referred for investigation. Many 
public hearings have taken place, and the spirit of the appli- 
cants before the Board, the frankness of the discussions, and 
the impartiality of the commissioners have created a favourable 
impression among the Canadian people. It is apparent that 
it is physically impossible for the Advisory Board to investigate 
thoroughly in a few months the scores of applications which 
have been referred to it and that time must elapse before the 
Government can be placed in possession of the fact-findings, 
especially in those cases where whole tariff schedules are 
involved. 

This Dominion continues to be one of the world leaders in 
the volume of its external trade; therefore, problems arising in 
connection with our foreign trade can never be ignored. As the 
years go by an increasing quantity of our domestic production 
must necessarily be marketed abroad. It is our desire to trade 
freely with any and all who are willing to trade with us. What 
may, or may not, be possible in this particular necessarily 
depends in some measure on the purchasing power and the fiscal 
policies of other countries. The policy of this Administration is 
not a high tariff policy; it is a low tariff policy. Its policy is to 
encourage production at home and the marketing of our excess 
of production abroad. In applying this policy both domestic 
and international factors must of necessity be considered. 
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Tarirr CHANGES 


In accordance with the fiscal policy of the Government, the 
tariff changes to be submitted to-day are designed to reduce 
taxation and to lessen the costs of production. The changes 
to be submitted arise out of references which the Advisory Board 
on Tariff and Taxation has investigated, and are based on its 
fact-findings. The Board is continuing its inquiries, on which 
substantial progress has already been made, into several larger 
problems which involve the consideration of whole tariff 
schedules and the inter-relation of many important Canadian 
industries. While these inquiries are being pursued, opportunity 
will be afforded for considering the possible effect on trade of 
changes being proposed in the tariff schedules of other coun- 
tries, should they be implemented by legislation. 


Dealing specifically with the tariff changes proposed in this 
budget, the resolutions now submitted provide for a revision of 
certain tariff items of particular interest to the mining industry. 
In accordance with the traditional policy of assisting the develop- 
ment of our basic industries, the rates of duty on certain 
machinery and equipment used in the mining industry has been 
reduced. 

There have been various references before the Advisory 
Board on Tariff and Taxation of interest to those engaged in 
the fishing industry and it is proposed to assist that industry 
further by placing certain articles on the free list. 


Representatives of the horticultural industry have stated 
that it would be of assistance if the tariff rates were reduced on 
certain apparatus for the purposes of bulb sterilization and 
determining the maturity of fruit. It is proposed to reduce 
the duty on such apparatus from 20 per cent to 5 per cent 
under the British Preferential tariff, and from 30 per cent to 
10 per cent under the general rate. 


Resolutions will be submitted for your approval empower- 
ing the Governor in Council, when satisfied that copper bars 
are being sold in the country of export at a lower price than 
for export to Canada, to impose, under the general tariff, a 
duty on copper rods of one-half cent a pound, to equalize such 
differential as may exist. 

Various reductions are submitted affecting items of concern 
to Canadian industries and are recommended as measures of 
assistance to producers in order that their cost of production 
may be reduced. 

In all reductions, where applicable, the British Preference 
has been kept in mind. 
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RepuctTions IN Desr AND TAXATION 


Mr. Speaker, a comparison of the fiscal reports shows that 
each year our surplus has increased, although annual reductions 
are made in the rates of taxation. If the duty of Parliament 
were simply to preserve a balance of revenues over expenditures, 
the Government might either substantially increase the public 
undertakings, or, abolish some sources of revenue. The national 
debt, however, cannot be ignored. The annual interest charges 
on the funded debt amounting to over 117 millions of dollars, 
are a direct and pressing charge on the revenues of this country. 
It is a sound and helpful policy to plan to reduce this non- 
productive outlay and to do that the national debt itself must 
annually be reduced. The Government is, therefore, again 
budgeting for debt reduction. 

At the same time, following the settled policy of this 
Administration, substantial taxation reductions are again pro- 
posed. It is the intention of the Government, in addition to 
other reductions, to abolish as quickly as possible those taxes 
generally known as “nuisance taxes”, and which affect the 
general public. 

Early in the war years, under the Special War Revenue 
Act, a tax of one per cent was imposed on insurance premiums, 
other than life or marine. This tax has been a heavy burden 
to certain companies, particularly farmers’ mutuals and the 
hail insurance companies. This tax is now abolished. 

Another tax imposed during the war was the transportation 
tax, a levy on railway and steamship tickets. It is now felt 
that this tax can be dispensed with and, effective May 1, it 
is abolished. 

Allied with the transportation tax is the three cent tax on 
telegrams and cables. This tax was also imposed during the 
war years. It is another of the nuisance taxes which the 
Government feels our revenues can do without, therefore, it is 
proposed to abolish it. 

The major reduction will be in the sales tax. This year a 
reduction of one-third of the tax is proposed. The reduction 
involves a large loss of revenue, but the tax is burdensome and 
its gradual disappearance meets with general commendation. 

For many years there has been a tax imposed on the sale 
and transfer of shares of stocks. Instead of a flat rate, it is 
proposed to classify the tax in four divisions on a graduated 
scale, ranging from one cent to four cents per share, regardless 
of par values. The change will simplify the collecting of the 
tax and at the same time will ensure that the Government 
receives a more equitable share of the proceeds resulting from 
the present-day stock market transactions. 
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The taxation changes just submitted, on the basis of this 
year’s estimated revenues, represent an estimated loss of revenue 
of approximately $25,000,000. 

The past fifteen years have witnessed the dislocation of 
many international structures and the financial stability of 
many countries is not now measured by the possible producing 
capacity of the citizens, but by the degree of success with 
which these national governments are able to meet the demands 
made upon them. Sometimes inability to do so has interfered 
with general credit and hampered industrial and national 
expansion. 

Happily Canada is not suffering from such a blight. For 
six successive years the rigid application of a policy of spending 
less than was collected has made it possible for every activity 
of the Dominion, including all capital expenditures, to be paid 
out of current revenues and, in addition, to reduce the national 
debt. This fiscal record has not only enhanced the inter- 
national credit of the Dominion, but has also strengthened 
confidence in our domestic credit markets, thus smoothing the 
way for the provinces and private enterprise. A healthy 
business expansion, the Government feels, is of the greatest 
importance to Canada. 

In drafting the fiscal program for the coming fiscal year, 
the Government has sought to err on the side of caution. The 
lightening of the burden of taxation is, admittedly, a sane policy, 
and to that program this Government remains committed. 
Previous taxation reductions have stimulated business and 
simplified public financing and it is hoped the experience will 
again be repeated, but I frankly state that, while the Govern- 
ment is prepared to encourage in every way the national progress 
of Canada, the Administration will refuse to support any extra- 
vagance in the spending of the tax-payers’ money. To this 
policy we again solicit the support of honourable Members in 
order that at the end of another year it may again be found 
that, continuing to live within the public income, Canada is 
able to retire maturing obligations and also to make still 
further reductions in taxation. 


RESOLUTIONS 


I beg to give notice that when the House resolves itself into 
committee I shall move the following resolutions:— 


THE CUSTOMS TARIFF 


1. Resolved, That it is expedient to amend Schedule A to the 
Customs Tariff, being chapter forty-four of the Revised Statutes of 
Canada, 1927, as amended by chapter seventeen of the Acts of 1928, 
by striking thereout tariff items 113, 215, 363, 369, 437, 438b, 442, 448, 


20 


453c, 4530, 453g, 460, 460e, 478a, 696, 777, the several enumerations of 
goods respectively, and the several rates of duties of customs, if any, 
set opposite each of said items, and by inserting the following items, 
enumerations and rates of duty in Schedule A:— 


Tariff British Inter- General 
Item _— Preferential] mediate Tariff 
Tariff Tariff 


112 |Cocoanut, desiccated, n.o.p., per 


DOUDG et reciokn seta ma eee mae ream 5 cts. 6 cts. 6 cts. 
113 |Cocoanut, desiccated, unsweetened, 
PEL-POUNA 4. sis noe eee 2 cts. 3 cts. 3 cts. 


172a |Directories for Free Reference Direc- 
tory Libraries when imported bv 
publishers of directories for use 
only in such Free Reference Direc- 


tOLy WuIDIariest pen. cece =e Free Free Free 
9208f |Fused borax, commercially or gener- 

ally known as borax glass.......... Free Free Free 
O15 |Stearic: acid, N-O.ps..c08 wean eee 123 p.c. 173 p.c. 20 p.c. 


215a |Stearic acid, when imported by 
manufacturers of candles or crayons 
for use only in their own factories 
in the manufacture of candles or 
CLAY ONS ARAISS  oRieolae oi Neltec aetoat ees Free Free Free 


DGal Zirconium OXIMeOu. saan eee cera Free 5 pic. 73 p.c. 


363 |Platinum wire and platinum bars, 
strips, sheets or plates; platinum, 
palladium, iridium, osmium, ru- 
thenium and rhodium, in lumps, 
ingots, powder, sponge or scrap...| [ree Free Free 

369 |Chronometers and compasses, and 
parts thereof, including cards 
therefor, of a class or kind not 
made in Canada, for ships or air- 
i) Ue MR EEE 6 rapa oo: Free Free Free 


437 |Safes, doors for safes and vaults; 
scales, balances, weighing beams, 
and strength testing machines of 
all’ kinds*n0:ps1.acphorcn ce earn 20 p.c. 27% p.c. 30 p.c. 


438b |Automobiles for conveying passen- 
gers only, n.o.p., valued at retail 
at place of production, when new, 
with standard equipment complete, 
at not more than twelve hundred 
dollars each; motor cars or motor 
trucks (not for railways or tram- 
ways) for carrying goods only; 
motor cycles or sidecars therefor; 
chassis for motor vehicles specified 
An Ghisuitenne. a... nuetro ooctes eee 12% p.c. 17} p.c. 20 p.c. 


442 |Printing presses, lithographic presses, 
and type making accessories there- 
for, also machines specially des- 
igned for ruling, folding, binding, 
embossing, creasing or cutting 
paper or cardboard, sheet feeding 
machines, extension deliveries, 
when for use exclusively by print- 
ers, by bookbinders and by manu- 
facturers of articles made from 
paper or cardboard — including 
parts thereof composed wholly or 
in part of iron, steel, brass or 
wood; machinery and complete 
parts thereof for printing by photo- 
graphic methods on plates for use 
on lithographic and offset presses; 
stereotypers’ and _ typecasters’ 
blankets or blanketing and press 
blankets or blanketing used on 
printing presses, of a class or kind 
not made in Canada...............| Free 5 p.c. 10 p.c. 


21 


Tariff 
Item -- 


448 |Spraying machines, fruit or vegetable 
grading machines, apparatus spe- 
cially designed for sterilizing bulbs, 
pressure testing apparatus for deter- 
mining maturity of fruit, incuba- 
tors for hatching eggs, brooders 
for rearing young fowl, pruning 
hooks, pruning shears, hay loaders, 
potato diggers, fodder or feed cut- 
ters, grain crushers, fanning mills, 
hay tedders, farm or field rollers, 
post hole diggers, snaths, milking 
machines, milking machine at- 
tachments; centrifugal machines 
for testing butter fat, milk or 
cream; pasteurizers for dairying 
purposes; equipment for generating 
electric power for farm purposes 
only, viz: engine, generator, storage 
battery and switchboard; stumping 
machines, and other agricultural 
implements, n.o.p.; and complete 
parts of articles specified in this 
tarie tet. ta Sas 

453c |Ore crushers, rOck crushers, stamp 
mills, rock drills, percussion coal 
cutters, coal dugers, rotary coal 
drills, n.o.p., and complete parts 
of all articles mentioned in this 
item, when for use exclusively in 
mining or quarrying operations. . . 

453e |Engines and complete parts thereof, 
to be used exclusively in the pro- 
pulsion of boats or in hoisting nets 
and lines used in such boats bona. 
fide owned by individual fisher- 
men for their own use in the fisb- 
eries, under regulations prescribed 
by the Minister of National Reve- 
WIS: ccc a eeuat Coot tate. cate 

453g |Machinery, n.o.p., for the concentra- 
tion of ores, metals or minerals, 
viz:—flotation machines, flotation 
cells, pumps, vibrating and impact 
screens, jigs, magnetic separators 
and filters, when for use in the 
concentration or separation of ores, 
metals or minerals, and integral 
parts of all articles mentioned in 
this item.. “ 

453) |Ozone generators or “airifiers of a 
class or kind not made in Canada, 
for use in ventilating garages or 
automotive work shops..... in 

460 |Sundry articles of metal as follows, 
when for use exclusively in mining 
or metallurgical operations, viz:— 
diamond drills, not including the 
motive power; electrically operated 
rotary coal drills of a class or kind 
not made in Canada; coal cutting 
machines, n.o.p.; coal heading 
machines; core drills; electric or 
magnetic machines for separating 
or concentrating iron ores; furnaces 
for smelting of copper, zine and 
nickel ores; converting apparatus 
for metallurgical processes in 
metals; copper plates, plated or 
not; machinery for extraction of 
precious metals by the chlorination 
orceyanide processes; amalgam safes; 
automatic ore samplers; automatic 
feeders; retorts; mercury pumps; 
pyrometers; bullion furnaces; amal- 
gam cleaners; blast furnace ~—s 
engines; and integral parts of al 
machinery mentioned in this item. 


British Inter- 


Preferential] mediate 
Tariff 


Tariff 


5p. ¢, 10 p.e. 
10 p.c. 15 p.c. 
10 p.c. 123 p.c. 
10 p.c. 15 p.c. 
Free 5 p.e. 
Free Free 


General 
Tariff 


10 p.c. 


20 p.c. 


15 p.c. 


20 p.c. 


10 p.c. 


Free 


460e |\Miners’ acetylene lamps and parts 
thereof; miners’ safety lamps and 
parts thereof; accessories for clean- 
ing, filling, charging, opening and 
testing miners’ safety lamps, bat- 
tery renewal preparations for 
miners’ electric safety lamps; all 
to be used exclusively in mines.... 
Face loading machines, shaker 
trough or belt trough conveyors, 
air engines, flame proof enclosed 
driving motors for air engines, and 
integral parts of all motive power 
or machinery mentioned in this 
item, to be used exclusively in 
mining operations............---:- 
Machinery of a class or kind not 
manufactured in Canada for use in 
the manufacture of nets or netting 
for the fisheries, when imported by 
manufacturers for use in the making 
of such nets or netting in their own 
factories, but not for use in making 
nets or netting commonly used for 
sportsmen’s purposes...........--- 
Iron or steel bands, strips or sheets, 
number fourteen gauge or thinner, 
coated, polished or not, and rolled 
iron or steel sections, not being 
ordinary square, flat or round bars, 
whether forged and punched or not, 
unfinished, when imported by the 
manufacturers of saddlery hard- 
ware and hames for use exclusively 
in the manufacture of such articles 
in their own factories............-- 
Woven fabrics of cotton, or of cotton 
and wool, whether coated or not 
coated with rubber, when im- 
ported by manufacturers of card 
clothing for textile machinery, for 
use exclusively in the manufacture 
of such card clothing in their own 
FEN PO) a (2 Ro an ocean pope Hd coor 
Woven fabrics of vegetable fibres, 
coated or impregnated, imported 
for use exclusively as ‘‘brattice 
cloth’? in underground mining 
OperatiOnSesacccmattem es nearer 
Miners’ safety helmets, of a class or 

kind not made in Canada, for use 

exclusively in mining operations.... 
Gaskets of rubber for use in the per- 
manent sealing of cans for food 


Free 
460f 


Free 
468a 


Free 
478a 


Free 
523g 


Free 
54le 


Free 
569e 


Free 
618a 


Free 
632¢ 


or kind not made in Canada, for 


the fisheries, but not for use in 
repairing nets for sportsmen........ 
Metal swivels, of a class or kind not 
made in Canada, when used ex- 
clusively for the fisheries, not to 
include swivels for sportsmen’s 


Free 
682b 


USO eee ke cneieas eee ea wuke ee es U Lee 

689b |Equipment, of a class or kind not 
made in Canada, and integral 
parts thereof, for distributing stone 
Gustin! Mines tes sak. 

Drawings or sketches of garments, 
but not including patterns, when 
imported in single copies by 
manufacturers of garments........ 


Free 
695b 


Free 


British 
Preferential 
Tariff 


* 


Inter- 
mediate 
Tariff 


Free 


10 p.c. 


5 p.c. 


Free 


Free 


10 p.c. 


Free 


7} p.c. 


Free 


Free 


5 p.c. 


’ Free 


General 
Tariff 


Free 


12} p.c. 


10 p.c. 


Free 


Free 


Free 


Free 


10 p.c. 


Free 
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Tariff British Inter- General 
Item _ Preferential] mediate Tariff 


Tariff Tariff 


696 |Philosophical and scientific appara- 
tus, utensils, instruments, and pre- 
parations, including boxes and bot- 
tles containing the same; maps, 
photographic reproductions, casts as' 
models, etchings, lithographic 
prints or charts; mechanical equip- 
ment of a class or kind not made 
in Canada. All articles in this 
item, when specially imported in 
good faith for the use and by order 
of any society or institution incor- 
porated or established solely for 
religious, philosophical, education- 
al, scientific or literary purposes, 
or for the encouragement of the fine 
arts, or for the use and by order of 
any college, academy, school, or 
seminary of learning in Canada, 
and not for sale, under regulations 
prescribed by the Minister........ Free Free Free 


The Governor in Council may, from time to time, when he is 
satisfied that copper bars are being sold in the country of export for 
consumption therein at a lower price than for export to Canada, by 
order in council direct that there be substituted for tariff item 779 in 
Schedule A to the Customs Tariff, the several enumerations and rates of 
duty set opposite thereto in said Schedule, the following :— 


Tariff British Inter- General 
Item -- Preferential} mediate Tariff 


Tariff Tariff 


779a |Copper rods when imported by man- 
ufacturers for use in their own 
factories in the manufacture of 
electrical conductors, the indivi- 
dual units of such electrical con- 
ductors not to exceed the area of 
No. 7/0 gauge conductor..per pound| Free + ct. 4 ct. 


From and after the date of the publication in the Canada Gazette 
of any such order in council, said tariff item 779 shall cease to be of force 
or effect and the provisions of said tariff item 779a shall become operative 
and have the force of law, 


The Governor in Council may also, from time to time, rescind any 
such order in council, and from and after the date of the publication 
in the manner aforesaid of any such rescinding order in council, item 779a 
shall cease to have force or effect and item 779 shall become operative and 
have the force of law. 
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2. Resolved, That Schedule B to the Customs Tariff, being chapter 
forty-four of the Revised Statutes of Canada, 1927, be amended by 
inserting in the said Schedule B the following items, enumerations and 
rates of drawback of customs duties:— 


Neen eee — — — — —— 


Portion of Duty 
(Not including 


Tariff Goods When Subject to Special Duty or 

Item Drawback Dumping Duty) 
Payable as 
Drawback 


1067 |Plate glass, polished, of a class or 
kind not made in Canada......|/When used in the manu- 
facture of laminated 
Glass Je ioncosete aes 99 p.c. 


1068 |Leather enumerated in tariff 
item 604 on which duty was 
paid at the rates of duty set 
opposite said item............. When used in the manu- 


3. Resolved, That any enactment founded on the foregoing resolu- 
tions shall be deemed to have come into force on the second day of 
March, one thousand nine hundred and twenty-nine, and to have applied 
to all goods mentioned in the foregoing resolutions imported or taken out 
of warehouse for consumption on and after that date and to have applied 
to goods previously imported for consumption for which no entry for 
consumption was made before that day. 


THE SPECIAL WAR REVENUE ACT 


Resolved, That it is expedient to amend the Special War Revenue 
Act, chapter one hundred and seventy-nine of the Revised Statutes of 
Canada, 1927, as amended by chapter fifty of the Statutes of 1928, and 
to provide :— 


1. That Part III of the said Act be amended by repealing the follow- 
ing sections and subsections: Paragraphs (b) and (c) of subsection one, 
and subsection two, of section thirteen; section fourteen; section fifteen; 
section seventeen; section eighteen; and section nineteen, thereby repeal- 
ing the tax on the net premiums received by every company licensed or 
registered or otherwise authorized to transact in Canada or any province 
thereof, the business of insurance. 


2, That Part IV of the said Act, which imposes a tax on cable and 
telegraphic messages, be repealed. 

3. That Part V of the said Act, which imposes a tax on railway and 
other tickets, be repealed. 

4. That Part VII of the said Act be amended by striking out section 
fifty-eight and substituting therefor the following :— 

58. No person shall sell or transfer the stock or shares of any 
association, company or corporation, or any bond other than a bond 
of the Dominion of Canada or of any province of Canada by 

(a) agreement for sale; 


(b) entry on the books ef the association, company or corpora- 
tion; 
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(c) delivery of share certificates or share warrants or bond 
endorsed in blank or payable to bearer; or 
(d) any other method whatsoever; 
unless in respect of such sale or transfer there is affixed to or impressed 
upon the document evidencing the ownership of such stock or shares 
or bond, or a document showing the transfer or agreement for the 
transfer thereof, an adhesive stamp or a stamp impressed thereon by 
means of a die of the value of 
(a) three cents for every one hundred dollars or fraction thereof 
of the par value of the bond sold or transferred; 


(b) four cents for every share of stock sold or transferred at a 
price over one hundred dollars per share; 


(c) three cents for every share of stock sold or transferred at a 
price over twenty dollars per share, but not more than one 
hundred dollars per share; 


(d) two cents for every share of stock sold or transferred at a 
price over three dollars per share, but not more than twenty 
dollars per share; 


(e) one cent for every share of stock sold or transferred at a 
price of three dollars or less per share. 


5. That section eighty-six of the said Act be amended by providing 
that the rate of the consumption or sales tax be reduced to two per cent. 


6. That any enactment founded on paragraph one of this resolution 
shall be deemed to have come into force on the first day of March, 1929. 


7. That any enactment founded on paragraphs two, three and four of 
this resolution shall come into force on the first day of May, 1929. 


8. That any enactment founded on paragraph five of this resolution 
shall be deemed to have come into force on the second day of March, 
1929, and to have applied to all goods imported or taken out of ware- 
house for consumption on and after that day, and to have applied to 
goods previously imported for which no entry for consumption was made 
before that date. 
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BUDGET SPEECH 


DELIVERED BY 


HON. CHAS. A. DUNNING, M.P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, THURSDAY, MAY 1 
1930 


Hon. Cuas. A. Dunnina (Minister of Finance) moved: 


That Mr. Speaker do now leave the chair for the House to 
go into Committee of Ways and Means. 


He said: ‘Mr. Speaker, before touching on the Dominion’s 
finances for the fiscal year just ended may I survey a few of 
the events which have indirectly influenced the balance sheet. 
As we all know, national revenues are dependent on the volume 
of business transacted. During the year certain unusual factors 
made themselves felt, in particular, the delayed marketing of 
the grain crops and the great decline in prices of stocks in 
the latter months of the year. While these factors are important 
they cannot be considered as permanently prejudicial to our 
economic structure. 

Looking back over the year, it is noted that substantial 
development occurred throughout Canada. Many undertakings 
of magnitude were completed; others made promising progress. 
Employment throughout industry in general was maintained 
at a high level, although irregular in some groups, particularly 
in those which are seasonal, dependent on crops or on a luxury 
buying demand. 

There is, I think, some national significance in the fact that 
the railways last fall were not called upon to move harvesters 
to the prairies. It is true that the crop was much smaller than 
that of the year before, but in many a year when the volume 
was no larger men had to be brought from the East. It would 
appear that the increasing population of the prairies, coupled 
with the many labour and time-saving machines now available 
to cut, thresh and haul the crops, is bringing about the solution 
of a problem which has long engaged the attention of Canadians 
that of seasonal supplies of labour during the harvest period. 
Western farmers are also advancing along co-operative lines 
designed to promote orderly marketing of crops. Too much 
importance cannot be attached to these efforts. Canada’s grain 

6805—1} 
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producing power is tremendous. In marketing she must com- 
pete with the world. Co-operative effort in the direction of 
the most economical marketing methods should command the 
sympathetic support of all Canadians. 


While nature, in no small way, influences the volume of 
produce grown, the same does not apply to the output of our 
factories. A short time ago a distinguished former Minister 
of Finance, Sir Thomas White, in addressing the shareholders 
of a corporation of which he is an officer, made the interesting 
comment that Canada now ranks seventh in world manufacture, 
and that the value of industrial production during 1929 was 
around 4,000 millions of dollars, an increase of about 200 million 
dollars since the close of 1928. He also stated that the statistics 
of value added by manufacture, per worker, show that the 
industrial efficiency of Canada is close to the level established 
in the United States, which is regarded as the highest in the 
world. Industrialists recognize that scientific research, coupled 
with ingenious mechanical inventions, has played an important 
part in bringing about this increase in per capita production, 
and it is evident from the figures just quoted that Canadian 
industry is more than keeping abreast of world development in 
that respect. 


During the past winter some good Canadians became 
anxious as to the purchasing demand within the Dominion. 
They were influenced by the falling off in exports due to the 
slow movement of field crops, and a hesitancy in buying, due 
to the stock exchange market depression. They recognized 
that while only a small proportion of our population were 
speculators in shares, the losses of these had a psychological 
effect on other groups, thus creating a buyer-market in place 
of one limited only by the producing capacity of Canadian 
industry. Might I submit that were the capacity of our pro- 
ductive units greater than the normal non-speculative demand 
for our products there would be cause for alarm, but such 
is not the case. The development of our natural resources and 
industries based thereon has been accompanied by a steady 
widening of our markets. The outlet for our manufactured 
goods increases as their reputation grows and finds favour. both 
at home and abroad. In the stock market crisis our credit 
agencies stood the test and were always in a position to meet 
the demands made upon them. These factors forecast the 
future strength of Canada. That Canadian business, giving 
the phrase the broad meaning, should be submitted to a double 
test simultaneously is regrettable, but the result gives us greater 
confidence and faith in our country. We have marshalled our 
resources to meet the problems arising from delayed marketing 
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of the grain crops and, at the same time, absorbed the shock 
resulting from tens of millions of dollars being suddenly with- 
drawn from the ordinary reservoirs of credit. 

I now come to the presentation of the financial statement 
for the year. In doing so I claim no personal credit for the 
favourable statement I have the honour to present. The fiscal 
policy for the year was planned by one who has now passed 
from our midst, and whose absence I feel to-day most keenly. 
Mr. Robb was in command during the first seven months of 
the period, and the stamp of his personality is to be found 
throughout the balance sheet and, in particular, on the debt 
statement. 

With the Scot’s characteristic dread of debt he annually 
budgeted for debt reduction, and in the past seven years attained 
for Canada greater success, relatively, than has been achieved 
by any country which took part in the Great War from the, 
outbreak of hostilities. Annually the debt has decreased and,s 
in the year under review, a record which may stand as a we 
monument to his memory was made when two loans, totalling 
$80,000,000, were redeemed out of accumulated revenue surpluses. 

During the year the Board of Audit, on the instructions 
of the Treasury Board, made a survey of the operations of the 
Soldier Settlement Board. Their report was laid on the table 
of Parliament on February 24, and it will be recalled that one 
of the Board’s recommendations was that a further sum of 
$10,000,000 of Soldier Settlement Board loans be transferred 
from active to non-active assets. It is the opinion of the Board 
of Audit that this amount, together with the $14,000,000 which 
was transferred to non-active assets in 1927-28, should provide 
for all losses which might reasonably be anticipated. In accord- 
ance with this recommendation the transfer was made. 


REVENUES 


Dealing first with the revenues, may I state that while 
the fiseal year ended on the 31st of March, the final accounting 
has not been completed. Consequently, minor changes may later 
be made in the figures now given. 

Last session a number of what are generally known as 
“nuisance” taxes were abolished, and a substantial reduction 
was made in the sales tax. These reductions, it is estimated, 
have decreased our revenues by $20,835,000. There will also 
be a reduction in the net revenues from customs duties of over 
$7,600,000. 

On the other hand, certain revenue sources show increases. 
The estimated revenues from the income tax are $9,700,000 in 
excess of the amount collected a year ago. The Post Office 
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revenues are estimated at $2,700,000 above last year’s; excise 
duties have increased by $1,295,000, and returns from invest- 
ments $1,000,000. In all, $378,321,000 is the estimated revenue 
from taxation, while receipts from other sources are estimated 
at $61,985,000, thus making the estimated ordinary revenues 
for the fiscal year $440,306,000. To this should be added special 
receipts and credits of $7,016,000, making the estimated total 
of all revenues $447,322,000, as compared with actual revenues 
of $461,647,000 in the fiscal year 1928-29. 

With the permission of the House I place on Hansard a 
comparative statement of the estimated revenues for the fiscal 
year 1929-30 and the actual revenues received during the 


previous fiscal year. 


REVENUES 
— Actual Estimated | Increase Decrease 
1928-29 1929-30 
ORDINARY REVENUE $ $ $ $ 
Taxation Revenue— 
Customs Import Duties.......| 187,206,332] 179,540,000]........... 7, 666, 332 
HXCISe Utes cia ss yg = ee = 63, 684,954| 64,980,000) 1,295,046)............ 
War Tax Revenues— 
Excise Taxes (Sales, Stamps, 

CTC EC canbe 83, 007,283) 635000, 000). 2.205... 20, 007, 288 
Income Tax.. 1/9 '59;492 3231" 69 iho, O00) Or fae. Guile meee aes 
Delayed Business Profits 

Tax.. : 455, 232 dW? 78X00, 0) Nir eae 283, 232 
Miscellaneous Taxes... 2,144, 904 15474<000|- Ses. A 670, 904 

Total Revenue from Tax- [ 

ation.. : ......| 395,921,028) 378,321,000) 11,027,723) 28,627,751 
Interest on Investments......... 12,227,562) 13,300,000 OU 2 AaS emcee ae eras 
Post Office Revenue.. acre, 30,611,964) 381845,000))2 2763050)" - eer: eins 
Dominion Lands and Parks..... 4,070,339) 4,100,000 DADO tage oe ar 
Canada Grain Act.. ome 2,992, 541 T3950; O00 Pete oes 1,042, 541 
Miscellaneous Receipts. . Beet Ae 9,640,440} 9,290,000)............ 350,440 

Total Ordinary Revenue..| 455,463,874] 440,305,000} 14,862,858} 30,020,732 

Speciat Recerrs AND CREDITS 
German Reparation Payments— 
Under Dawes Plan.. 4,025,165] 4,600,000 TAN SOD | the stes.s care cake 
Sundry Credits including Cana- 
dian Wheat Board Surplus:....|............ 173,000 IW GUO Ra oeetocae 1on 
Refunds and credits on account of : 
Previous Year’s ee si eleeday 
Adjustment of War Claims. . 789, 247 35, O00. .2one eee ere 754, 247 
Capital Account.. 706;:296)] 2512081000) “Se501, (04027 ont. teas» 
Received from Imperial Govern- 
ment in final settlement of out- 
standing claims and counter 
claims arising out of the war.. CG. 5.) bade ities es Nica onreita ota 662, 442 
461, 647,024) 447,322,000) 17,112,397] 31,437,421 
17, 112,397 


Estimated decrease....... 


14,325,024 
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EXPENDITURES 


For the last fiscal year the ordinary expenditures are 
estimated at $360,050,000 as compared with $350,952,924 actu- 
ally spent in the previous fiscal year. 


$25,342,000 is estimated for expenditures on capital account, 
all being paid out of the revenues for the year. The more 
important items are $10,000,000 for the new Welland Shir 
Canal, and $6,500,000 for the Hudson Bay Railway and 
terminals. In connection with the St. Lawrence River Ship 
Channel, it is estimated that $2,700,000 were spent and, in 
addition, the construction of regulating and retaining dams in 
that river cost $400,000. Half a million dollars were spent 
in improving the harbours at the head of the Great Lakes, 
while $1,500,000 is the estimated expenditure on account of 
the construction of the Lower Lakes terminals. The other 
major items under capital account are $1,900,000 spent in con- 
structing new public buildings in Ottawa. 


Before leaving this phase of our expenditures, may I be 
permitted to address a brief comment to those who study and 
_compare the public accounts over periods of years. All gov- 
ernments make expenditures on capital account and frequently 
such undertakings are carried out by the use of borrewed 
capital. With that practice I find no fault, but may I empha- 
size the fact that in the past seven fiscal years it has been 
possible to carry out all capital expenditures of the Dominion 
without borrowing. The 132 millions of dollars thus spent 
have been provided out of the revenues collected in the usual 
way. In addition 74 millions have been paid out of revenue 
in the form of non-active loans to the railways and other 
publicly-controlled bodies without borrowing for the purpose. 


Loans and advances of the character just referred to have 
been made during the year and, being non-revenue producing, 
are treated as expenditures. Under this head the largest item 
is $2,933,000 for the deficits of the Canadian National Rail- 
ways. $1,629,000 was paid to the Canadian Government 
Merchant Marine, and $862,000 to the Canadian National 
(West Indies) Steamships, Limited. The other advance under 
this head is the sum of $2,821,000 to the Quebec Harbour Com- 
mission. 


For the information of honourable members, may I be per- 
mitted to place on Hansard a detailed comparison of the 
estimated expenditures for the last fiscal year with the actual 
expenditures for the fiscal year 1928-29. 
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EXPENDITURES 
—— aes Heer’ Increase Decrease 

ORDINARY EXPENDITURE $ $ $ $ 
Interest on Public Debt......... 1241989) 950 lel 2ileroOn000| trae aee eee 3, 239,950 
(PENSIONS arate gerne aoe teen ater 41,487,323) 40,850) 000). 0.0.20 00 1, 137,323 
Subsidies to Provinces........- 12R55 S24 MELA TA OOUI Me . eenieeee 56, 724 
Soldier and General Land Settle- 

ment Administration. . 1,441,951 LA SHOMOOO A natceletas oe 91,951 
Pensions and National ul Health.. 8,825,960} 9,780,000 954040 ah eek, he 
National Revenue.. ifs 12,876,760} 13,300,000 A283 240 een ee 
Post Office.. 33,483,058} 35,400,000} 1,916,942)............ 
National Defence..............- 18,024,061) 20,400,000) 2,375,939]............ 
Agriculture. . 7,201, 566 9, 400, 000 A FLOS ASA eran she aae 
Public Works—Income.. 17,003,254} 18,100,000 TOS GAG ae eaen, ere 
Ocean and River Service.. rs 3,683,256} 4,950,000 dL 266744 eee ce eee 
Lighthouse and Coast Service. xe 2,812,900 3, 350, 000 DOT OO |e eerie te ae 
Fisheries. . eens 1,974,118 2,120,000 VASROSe Nahe te 
Dominion Lands and Parks. Phan 4,986, 962 5, 380, 000 SOSO0SS | tees eee 
Trade and Commerce.. 4,476,131 5, 180, 000 TB EEO Sere Scie tios 
Special Grants to Maritime Pro- 

vinces. Se 1,600, 000 6002000 | hx seeker steer tal ss ae eee 
Maritime Freight Rates Act— 

Due to 20% Reduction in 

Freight Rates.. : 2,758,893} 2,874,000 DOW LOWN Aan ee ae 

Deficit on Eastern Lines | . 

(CANARY gee bee es 4,418,645] 4,527,000 OSH DD] REECE toa. 
Old Age Pensions Act........... 832, 687 1, 560, 000 (OUBONE) | GMa etn ae 
Federal District Commission. .. 2,189,960 SSORO00 Sa sAtisee ee 1,809, 960 
Civil Government...............| 11,819,981] 12,420, 000 COOSO1 GR sce sss 
Other Expenditures............. 31,511,784} 33,382,000 Li esi Ope G) ee hee ey, Ose 

Total Ordinary Expenditure .| 350,952,924 360,050,000} 15, 432,984 6, 335, 908 

SPECIAL EXPENDITURES 
Reparations— 

Claims for Compensation......|........... 6, 700, 000 AD OSUG Oe Serve. cise 
Adjustment of War Claims..... 119, 848 F5e 000 |e our: 24,848 
Miscellaneous igen, to Con- 

solidated Fund.. : are 2, 067, 153 2,383, 000 DlOWea Hee Lee 

Capirrat EXPENDITURE 
Public Works—Canals........... 13, 680,064} 10,249,000]........... 3,431, 064 
Railwaysi...<.<- 6,449, 849 6, 551, 000 IO) Wey sf ee ee A ee 
Miscellaneous.... 3, 385, 658 8, 542, 000 OOO Oe pe. ee eer 
Loans AND ADVANCES 
Non-Active 
Canadian Government Merchant 

Marine.. 758,000} 1,629,000 SL, O00 ema eterna 
Canadian National (W est Indies) 

GEIS Min S creat ee Perel ke ae 862, 000 S62 000) eee 
Quebec Harbour Commission... 2,888, 000 Brel OOO: aaah a ae 67,000 
Canadian National Railways....]............ 2,933,000) ee 98aK000|ke.... 2.5 ce. 

380,301,496) 402,815,000} 32,372,324] 9,858,820 
9, 858, 820 
22,513, 504 


It has been the practice during the past several years to 
also place on Hansard a statement of the estimated revenues 
and expenditures, by services, showing, by means of percentages, 
their relationship to the wie and, with the consent of the 
House, this will again be done. 
mitted to emphasize the annual burden which still exists, and 


in doing so may I be per- 
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will continue for many years, on account of the Great War. 
Over 39 per cent of the total expenditures is directly atttribut- 
able to the War, while receipts from the War taxes represent 
about 30 per cent of the revenues. The largest item of expendi- 
ture is the interest account which, it will be noted, decreased 
$3,239,950 during the year. War pensions amounting to thirty- 
nine millions represent almost 10 per cent of the total expendi- 
ture for the year. This statement will now be tabled: 


ESTIMATED REVENUE FOR THE FISCAL YEAR 1929-1930 BY SER. 
VIGES WITH PERCENTAGES OF TOTAL REVENUES 


Percentage 
—. Amount of Total 
Revenue 
ORDINARY REVENUE $ 
Special War Tax Revenue— 

Excise Taxes (Sales, Stamps, etc.)............---00- 63,000, 000 14-08 

Income Ss. fee. e..... coarse ees 69, 155,000 15-46 

Delayed Business Profits Tax................ aA 172,000 0-04 

Miscellancinis eres s 2.58 5)..0h5 0.0, et bee ba 1,474, 000 0-33 

Total Special War Tax Revenue 133,801,000 29-91 
Gastoris: Drapes PROS ho. veceaip alin ns sae bipa ec oP ese 179,540,000 40-14 
Bixoise Duties nein ose Seeks Brac bee eee RL 64, 980, 000 14-52 

Total Revenue from Taxation.............. 378, 321,000 84-57 
Intarest on Riyvestments...5i55ccsieetedadscvensewe eres 13,300,000 2-97 
Post. O Mies een ooo Bis soc tara oP eska ae onto vas le 33,345,000 7-45 
Dominion Lands and Parks... .2........ .eeristadte dese 4,100,000 0-92 
Gannda GrauAews - 25 cds devise ome h be oecle nasa eee ee ee 1,950,000 0-44 
Miscellaneous Receipts......... SAR hl Ae eRe E- 9,290,000 2-08 

Total Ordinary Revenue................0+ 440,306, 000 98-43 

SpectaL Receipts AND CREDITS 

German Reparation Payments— 

Under Damas Pitan c.f 2G. fsb 5k > Pose eae Sed 4, 600,000 1-03 
Sundry Credits including Canadian Wheat Board Surplus 173,000 0-04 
Refunds and Credits on account of Previous Years’ Ex- 

penditure— 
Adjustmentiof War Claims. .5/:.. 5. saewiesle ¢ lakece 35,000 0-01 
Capital AcGonntnvas. ders dna aicter ches rea se tants ani 2,208,000 0-49 
447,322,000 100 
ESTIMATED EXPENDITURES 
For the Fiscal Year 1929-30 
By services with percentages of total expenditures 
Percentage 
— Amount of Total 
Expenditure 
PRINCIPAL EXPENDITURE ATTRIBUTABLE TO THE $ 
Great War 

Interest on Public Debt (Increase over 1914)............ 108,857,000 27-02 
War Pensions AG .i5s. 0.0. coda savedcrgzavenaes eet eee 39,000, 000 9-68 

Treatment and after care of Returned Soldiers (Pensions 

& National TOMS). 36510520 iecsthactseease bars 8,757,000 2-17 
Soldier Land Settlement Administration................ 1,350, 000 0-34 
Imperial War Graves Commission............+.00+0+05- 574,000 0-14 
Battlefields Memorials. ..0i..s20iVsok daaspereeeeeate tee 170,000 0-04 
Adjustment of War Claims. ..:.....ss0ssesenceeeesesees 95,000 0-03 

158, 803,000 39-42 
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ESTIMATED EXPENDITURES—Concluded 


Percentage 
a= Amount of Total 
Expenditure 
OrHEr Frxep AND Pusiic Dest CHARGES $ 
Interest on Public Debt (as of 1914)..................... 12,893,000 . 93°20 
Other’ Pensions veo. .coc. «yore oe ee eo ede ee eee 1,350,000 0-34 
Superannuawionyeeccs.cicctes es cen eee eee ee eee 1,400,000 0:35 
Subsidies to veroval Ces: eerictacis sapere niet telarennieretels 12,497,000 3°10 
xpenses or Loan lotations in. «1. a--iomts = tates aieciats als 18,000: | sis sgaiaregeus. ae 
Premium, Discount and Hxchange...../..........-.-++- 73,000 0:02 
28, 231,000 7-01 
GENERAL EXPENDITURE 

Chanceston Management. san usenet etme coment 1,020,000 0-25 
CivilXGoviernDIMent racic paca Gree cae bree iieions ye crraee eens 12, 420, 000 3-08 
Administration or dushieeaameees |) eee eee ete 2,200,000 0:55 
earslation: 4A. < scne wen cht cre nee ere oe es 2,330,000 0-58 
PeniGentiaries sos Bec. deers Co alcee ne ore ee ee 2,677, 000 0-66 
Agriculture. 647. cats snrenare 6 ae terse ce nee eee: @ tice IS OS 9,400, 000 2-33 
Immicration: and, @olonization...0.14s51 04 chaninre cee 2,750,000 0-68 
Pensions and National Health—Health Branch......... 1,023,000 0-25 
National, Derence sy wece sac ge comet sateen ecient ane 20,400, 000 5-06 
Royal Canadian Mounted Police.........cc00.0sssse.see8 3,007,000 0-75 
Public Works—Chargeable to Income..................- 18,100, 000 4-49 
Railways and Canals—Chargeable to Income........... 1, 233,000 0-31 
Mail Subsidies and Steamship Subventions.............. 1, 121,000 0-28 
Océan and RivermSenvace.strasg endtaeeiae ene ice te rose 4,950,000 1-23 
Lichthouse anduCoastiservices.:..c sous asics anes aee 3,350, 000 0-83 
Steamboantylnspectionteer es. t.o nds halthacs on See cen 145,000 0-04 
Bisheries sf MABE rae ae de ccoscon ian satis: Meee ea 2,120,000 0-53 
Mines and 'GeologicallSurvey:c..cccuiee-s ce eee seas ee 910, 000 0-23 
Serentificmnseuebronseeye ys yet cr gas Geet atnaanees. sea, ee eee 1,116,000 0:28 
Tidians., 2). eet, coy veeakisate haan ee bi kahedr ated 5, 150,000 1:28 
Government of the Northwest Territories.............. 605,000 0-15 
Government of the Yukon Territory...........0.0.00005 224,000 0-05 
Miscellaneous areeerriicss is ee econ oe Rea caeae eae 1,466, 000 0:36 
National Revenue (Outside Service).................0.5 13, 300, 000 3-30 
PostiOfiicer(Outsideiservice)).....: nace odeets seen 35, 400, 000 8-79 
Public Works—Collection of Revenue.................-- 930, 000 0-23 
Railways and Canals—Collection of Revenue........... 2,523,000 0-63 
Dominionibandsrand (Parkss: {iaeectsce cee cen cs 5,380,000 1-33 
Wrade and iOommmerceten. < js ac: 5 sede sons sence 5, 180,000 1-29 
Bier Dour 7 Siete tes esac yt eS TE SF oa 828,000 0-21 
Public Printing/and Stationery: 2.2 5. 2k eee 210,000 0-05 
BixternalCAtiaiiseemers saver eave cle lsee ane aaa eens ae 720,000 0-18 
Miscellaneous Consolidated Fund Charges.............. 2,365, 000 0-59 

Capital Expenditure— 

PalblignWionks=—-Gamallgeen cacc cies < viciecace ears aovorsvepss okt 10, 249, 000 2-54 

Pubes Works—Ratlwansicc os acc cscs cieveres ace cveerere 6,551,000 1-63 

Public Works—Miscellaneous................000000- 8, 542,000 2-12 

189,895, 000 47-14 
Total Estimated Expenditure on Government Ser- 
VICES. deat Re® Aintee Foc ermas eh ae 376, 929, 000 93-57 
OTHER EXPENDITURES 
Maritime Freight Rates Act—Estimated amount re- 
quired— , 

Due to 20% reduction in freight rates............... 2,874,000 0-71 

Deficit. on Mastern Lines! (CANS). scssecdermeeenied. oF 4,527,000 1-13 
Special Grant to the Maritime Provinces................ 1,600,000 0-40 
@ldisA ge Pensions wA@iaeyn. fossa cee cs beets soeiriacienne 1,560,000 0-39 
Federal DistrietiCommussion ACt. 05. h..00 case cen ene 380, 000 0:09 
Reparation Payment Act, 1929 (Claims for Compensa- 

I OLOP ON REE SE edhe cm. Dy Bs Bs Oc eee 6, 700, 000 1-66 
Loans to Quebee Harbour Commission.................. 2,821,000 0:70 
Loans to Canadian Government Merchant Marine...... 1, 629,000 0-41 
Loans to Can. Nat. (West Indies) Steamships Lid...... 862,000 0-21 
Loans to Canadian National Railways.................. ‘2,933,000 0-73 

GYandkMotale Pee dese eres Goo teed phew cane 402,815,000 100 
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The revenue and expenditure statements may now be sum- 
marized. The ordinary and special receipts amount to $447,- 
322,000. The total expenditures for all purposes amount to 
$402,815,000, thereby leaving an estimated surplus of revenues 
over all expenditures of $44,507,000. 


Tue Nationa Dest 


During the year two loans fell due and were retired by 
utilizing surplus revenues available after the expenditures of 
the Dominion had been met. The first loan to mature was the 
ten-year 54 per cent loan of 1919. It was for $60,000,000, and 
fell due in New York on the first of August. Previous to the 
date of maturity $5,400,000 of these bonds were purchased in 
the open market and, as a result, a saving of $146,000 in 
interest was effected. The balance of the loan was redeemed 
in cash at maturity. 

On the Ist of February, 1930, the four-year four and a 
half per cent $20,000,000 loan issued in 1926 matured, and was 
paid off out of surplus revenues. The retirement of these two 
issues, aggregating $80,000,000, creates a new peak in debt 
retirement, and will result in the saving of $4,200,000 in interest 
charges this year. 

The annual interest charges on outstanding bonds, deben- 
tures and treasury bills in the hands of the public now amount 
to $112,900,000. This is $20,500,000 less than the corresponding 
interest charges were at the commencement of the fiscal year 
1922-23. The reduction has been brought about by savings of 
$5,100,000 through the refunding of loans at lower interest rates 
and $15,400,000 by the actual retirement of maturing loans. 

Since the Ist of April, 1925, substantial reductions have 
been made in the outstanding Public Debt by the redemption 
of maturing loans, in whole or in part, out of surplus revenues. 
These retirements, together with the bonds and stock acquired 
as sinking funds, make a total of $257,800,000 of debt retired 
out of surplus revenues during the past five years. 

For the information of honourable members I now place 
on Hansard a statement showing the debt retired each year. 


OUTSTANDING PUBLIC DEBT RETIRED OUT OF SURPLUS , 
REVENUE DURING THE YEARS 1925-1926 TO 1929-1930 


Bonds and 
Maturing Stocks 
Fiscal Year Loans acquired for Total 
Retired Sinking 
Funds 
$ $ $ 

TOBE HBG. cas chive eink e otra ciple bt heen sg 8 air 18,571,834 8,584,841 22,156,675 
pity 2) ee ee ee oro oY Perr. Pe 33,000, 000 3,313, 141 36,313, 141 
TONF= OS ics eek eta nn VP Re Ro Te ames 61, 759, 650 3,418, 686 65,178,336 
ORB eS oo Seach. Smeets we oe 52,167, 100 3,462,312 55,629,412 
1030-BO i iwi inser s420 ails ta ae vides 74,577,800 4,011,575 78,589,375 
Total during 5 years........... 240,076,384 17,790, 555 257,866,939 
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At the close of the fiscal year the unmatured funded debt 
was $2,250,837,336. Of this amount $56,090,000 are held as 
sinking funds, leaving $2,194,746,563 outstanding in the hands 
of the public. 

The debt financing program of the present year will not be 
a serious problem. There is one maturing loan. It consists of 
4 per cent Treasury Notes to the amount of $45,000,000, and 
falls due on December 1. There is, of course, under considera- 
tion the much larger question of re-financing the 1933 and 
1934 loans totalling $982,000,000, in order that the Dominion 
may secure the lowest possible interest charges and at the same 
time re-finance without restricting the money credits necessary 
for the development of Canada. In recent years it has been 
possible to redeem maturing loans out of surplus revenues, thus 
immediately relieving the Canadian taxpayer. It is obvious 
that the large maturities of 1933 and 1934 cannot be met out 
of surplus revenues. Careful consideration is now being given 
to the best method of spreading maturity dates of refunding 
loans and also to the desirability of broadening the application 
of the sinking fund principle, so that when these major 
re-financing operations are undertaken the requirements of this 
decade, as well as the possible problems of the future, will be 
met in a sound and comprehensive manner. 

With the permission of the House, I will now place on 
record a statement showing the unmatured funded debt held 
by the public. 


1930 
1931 


1932 
1933 
1934 


1935 


1936 
1937 


1938 


1940 
1943 
1944 
1946 
1947 
1950 


1952 
1960 
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UNMATURED FUNDED DEBT HELD BY THE PUBLIC 


Date of 
maturity 


Dec. 
April 
Oct. 


Nov. 
Nov. 
Nov. 
June 

Aug. 


Feb. 
Dec. 


Mar. 
July 
July 
July 
July 
Sept. 
Oct. 
Oct. 


Payable in Canada 
Payable in Canada and New York............... 
Payable in New York 
Payable in London 


iss 


Sinking Funds 


ee 


Name 
of loan 


3 Year 
Notes. 

Pub. Service 
Loan 1916. 


.|War Loan 


1916-31. 


.| Renewal 


Loan 1922. 


.| Vietory 


Loan 1918. 


.| Vietory 


Loan 1919. 


.|Loan of 1884 
.| Loan 1915-35 


. .| Loan 1926-36 
.| Vietory 


Loan 1917. 


.|War Loan 


1917-37. 


..|Loan 1888... 
..|Loan 1892... 
..| Loan 1894... 
mG ti 29 


Loan. 


.| Refunding 


Loan 1925. 


...| Refunding 


Loan 1923. 


.| Refunding 


Loan 1924. 


.| Refunding 


Loan 1926. 


..| Loan 1897... 
. .| Loan 1930-50 
. .| Loan 1942-52 

.| Loan 1940-60 


Maturing dates by years 


Rate 


Pst 


ew or or 
Sie IH 


ers 


www oO oe or 


Ca 


Where Amount 
payable of loan 
$ cts 

Canada “and tea. cs meee ee 

New York 
New York.| 25,000,000 00 
Canada..... 52,931,600 00 
ANAS cw Malo nes css some aes 
BEng Ce Se Me ee ee 
Canada..... 511,910,650 00 
London..... 23,467,206 27 
ADAG (SUC R ea uote 

New York 
New York: «d,2ho tect 
Canada..... 236, 299,850 00 
Canada and} 90,166,900 00 

New York} —___—__- 
London..... 8,071,230 16 
London..... 18, 250,000 00 
London..... 10,950,000 00 
London..... 15,056,006 66 
ANd oF. Weds ote cee ree 
ONG CA ia esd alamias Om 
CATIA eee. career ietcte  o: 05 
GTN r ce |Meat al Vales OE Se, ae 
London euabs. se eth. aiecok 
ADOUCO Gees [lana es ee tosalees Gas 
INGw, PMGrk ete... tebe 
LondoniGae tines on 5. 25 seer. 


$ 
1, 637, 254,300 00 
136,040,900 00 
165,874,000 00 
311,668,136 39 


Amount 
maturing 


during year 


$ cts. 
45,000,000 00 


77,931,600 00 
73,325,150 00 


446,659,950 00 


535,377,856 27 
874,000 00 


40,000,000 00 


326, 466,750 00 


52,327,236 82 
75,000,000 00 


147,001,100 00 
50,000,000 00 
45,000,000 00 

4,888,185 64 

137,058,841 00 


100,000,000 00 
93,926,666 66 


2, 250,837,336 39 


cts. 


2, 250,837,336 39 
Less Bonds and Stocks of the above loans held as 


56,090,772 82 
2,194, 746,563 57 
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FINANCING OF SUBSIDIARY ENTERPRISES 


A brief review will now be made of the financial commit- 
ments of the Government in the past year in connection with 
the operations of the Canadian National Railways and Steam- 
ships, the several Harbour Commissions and the Canadian 
Farm Loan Board. These separately operated bodies receive 
assistance from the Treasury, under the authority of Parlia- 
ment, either directly, in the form of cash loans, or indirectly, 
by way of the guarantee of securities. ‘The practice, in past 
years, so far as the Public Accounts are concerned, has been 
to treat cash loans which pay interest as active assets and those 
that are not interest-producing as non-active assets. The 
guaranteed securities, which are issued in respect of capital 
investments, are shown in the balance sheet as indirect liabili- 
ties. The same course has been followed this year. 


CanapIAN Natrionsu RatLways 


Under the extraordinary business conditions prevailing last 
Fall, particularly with reference to the crop movement, earnings 
of railways were severely reduced. The accounts of the Cana- 
dian National Railways for 1929 show net earnings of $36,389,- 
058 available to pay interest on securities in the hands of the 
public. Interest charges amounted to $45,258,920, the result- 
ing deficit being $8,869,862. This result reflects not only the 
loss in revenues due to the causes mentioned, but also the 
increase in fixed charges resulting from the large necessary 
expenditures which have been undertaken in recent years on 
capital account for branch lines, terminals, rolling stock, and 
other additions and improvements. 

Without going into greater detail, it will suffice to say that 
the government has paid the amount which officers of the Com- 
pany have certified as being the combined net cash deficit for 
the Railway years 1928 and 1929, and which amounted to 
$2,932,652.91. The amount paid was greater than the actual 
difference between the System deficit of 1929 and the surplus of 
1928, due to the fact that certain items which take their place 
in the accounts are eliminated when estimating cash require- 
ments, the most important item being the 1929 surplus on the 
Grank Trunk Western which is now dealt with separately for 
financing. 

The current financial requirements of the Canadian Gov- 
ernment Merchant Marine Limited, amounting to $1,628,907.21, 
mainly for operating deficits, and of the Canadian National 
(West Indies) Steamships Limited of $862,389.98, for operating 
deficits and interest, have also been paid in cash as loans (non- 
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active) to these corporations. In addition, $4,526,645 has been 
paid as a charge on the Consolidated Revenue Fund in respect 
of the Eastern Lines, Canadian National Railways, for deficits 
arising over and above the amount represented by the reduc- 
tions in tolls under the Maritime Freight Rates Act. The 
amount, therefore, which the Government paid in the past fiscal 
year as a direct charge on its revenues in respect of these 
transportation services, is $9,950,595.10, made up as follows: 


Canadian National Railway Company............--...0+e0+- $ 2,932,652 91 
Canadian Government Merchant Marine Limited............ 1,628,907 21 
Canadian National (West Indies) Steamships Lim‘ted........ 862,389 98 
Eastern Lines, Canadian National Railways................. 4,526,645 00 


$ 9,950,595 10 
GUARANTEED SECURITIES 


The guarantee of the Dominion was given in 1929 to bond 
issues of the Canadian National Railway Company, aggregat- 
ing $120,000,000. There were two issues of $60,000,000 each, 
one dated July 1, 1929, and the other October 1, 1929, bearing 
interest at 5 per cent and maturing in forty years, subject 
to prior redemption. The issues were sold by tender to the 
highest bidder. The proceeds of these flotations were devoted, 
in part, to the payment of $40,000,000 of temporary bank loans 
outstanding at the end of 1928. The remainder has been or 
will be used for capital purposes as voted in the general railway 
budget or authorized under special acts relating to the acquisi- 
tion of railways and construction of branch lines and terminals. 

With the permission of the House, I shall place on Hansard 
a statement indicating the authority under which these borrow- 
ings were made and guaranteed, and the amount of securities 
issued in each case. 


CANADIAN NATIONAL RAILWAY COMPANY GUARANTEED BOND 
ISSUES IN 1929 


Authority Securities 
is ued 
Railway Loan Appropriation, 1929-30........:.sser eee eeecneeeresns 49,656,805 31 
Branch Lines Construction, Special Acts.............-0seeeeeeneees 8,710,609 60 
Toronto Derminals Railway Act.2. 055s bees =F, eaitee seas © 232,516 03 
Canadian National Montreal Terminals Act.............-0+0+-+05- 7,300,000 00 
Acquisition of Railways, Special Acts, 192): 
Quebec, Montreal & Southern Railway.........-0-.ereeseeeees 6,198,645 41 
ESURETIEES TRALIWAY fo) ose ven crass te Rane tomate A taleee ie mes £87,415 34 
Kent Northern Railways cassie tha ae SE wn, Ue 4 61,986 45 
Quebec Oriental Railway, and the Atlantic, Quebec & West- 
een Railway shi 5 fs ies Lo ed ae 3,615,876 49 
Northern Alberta Railways... 608. dipeos + Sens neee sides 3,409, 254 97 


Repayment $40,000,000 Temporary Loan, 1928, issued under the 
Appropriation Acts of 1927 and 1928 and the Canadian Northern 
Income Charge Act, 1928 (refunding)............--.:eseeeeeee- 40,426,890 40 


$ 120,000,000 00 
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Reference should also be made to two other guaranteed 
issues which fall outside the 1929 railway fiscal year but within 
that of the Government. An issue of $18,000,000 44 per cent 
Dominion Guaranteed Bonds of the Canadian National Rail- 
way Company matured on February 15, 1930, and was pro- 
vided for by the issue of a like amount of 5 per cent forty- 
year bonds, guaranteed under the Canadian National Refund- 
ing Act of 1929. . 


Under legislation passed in 1927, an expenditure not 
exceeding $10,000,000 was authorized in connection with the 
establishment by the Canadian National (West Indies) Steam- 
ships, Limited, of a mail, passenger and freight steamship ser- 
vice between Canada and the West Indies. The cost of five 
new ships and the expenses of converting vessels transferred 
from the Merchant Marine fleet were financed during construc- 
tion by bankers’ loans. As of March 1, 1930, an issue of five 
per cent twenty-five year bonds amounting to $9,400,000 was 
made and guaranteed, this being the amount necessary to pro- 
vide for the capital cost of establishing the service. The 
temporary bank loans have been paid off. Both these issues 
were sold by tender to the highest bidder. 


Harspour CoMMISSIONS 


During the fiscal year, the Treasury has been called upon 
to finance capital expenditures of the several Harbour Com- 
missions, amounting to $10,436,000. Details of the loans made 
to them are shown in the statement which I now place on 
record. 


LOANS TO HARBOUR COMMISSIONS IN 1929-30 


Montreal Harbour Commission.................... $ 4,336,000 
Weesstmatured loan repaldesre eee eee ee eee 1, 000, 000 
————$ 3,336,000 
QuebecsHarbour, Commission eer eeeeeer en seo. - 2,821,000 
Three Rivers Harbour Commission............0...+.00e00+-40: 136, 000 
Chicoutimisdarbour'Commissionsa ptr ee anna ene 815, 000 
Saint John Harbour Commission...... 1,711,000 
HalifaxsHiarbouni Commission eae meen ae a. 1, 272, 000 
Wancouver Harbour Commissions. te ah ennneeninime nde... 345, 000 


$ 10,436, 000 


During the year, the Board of Audit, upon direction of 
the Treasury Board, made investigations into the financial 
affairs of the varicus harbour commissions. Reports have been 
received from the Board and tabled in the House. Some 
recommendations are made, particularly with respect to pro- 
vision for sinking funds and replacements, which will have the 
attention of the Government and Commissions concerned. 
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CANADIAN Farm Loan Boarp 


The Canadian Farm Loan Act authorizes the Government 
to provide an initial capital not exceeding $5,000,000 for the 
operations of the Board, and also requires the Dominion to 
subscribe for capital stock to the extent of five per cent of 
the loans outstanding. Initial capital paid by the Dominion 
Treasury to the Board in 1929-30, the first year of the Board’s 
operations, amounted to $2,400,000, and subscriptions to capital 
stock to $59,023. 


TRADE 


The past fiscal year was marked by a decline of $244,000,000 
in the value of our visible exports. In the trade between Canada 
and the countries of South America there were increases in both 
imports and exports. There was a decrease in the unfavourable 
visible trade balance between Canada and the United States 
of $35,800,000 during the fiscal year. There was no material 
change in the trade with Africa, but both imports and exports 
decreased between Canada and the Asiatic countries. No 
appreciable increase is to be noted in the imports from either 
Great Britain or the European countries, but major decreases 
in transatlantic exports reduced the visible trade balance with 
that area. In all, the preliminary statistics for the last fiscal 
year show imports to the value of $1,248,200,000, of which 429 
millions entered duty free. The exports were valued at 
$1,144,900,000, thus leaving an adverse balance in visible trade 
of $103,300,000. 

Canada’s largest volume of trade continues to be with 
the United States. During the year our total imports from 
that country decreased $20,500,000, as compared with the pre- 
vious year, while Canada’s total exports to the Republic increased 
$15,300,000. 

The decrease in exports to the United Kingdom and the 
European countries is apparently in grains. Total exports to 
the United Kingdom decreased 148 millions of dollars, but 
during the period our exports of grain to the United Kingdom 
decreased by 138 millions of dollars. The same influences have 
affected the sales to the continent of Europe. There was, in 
comparison with the previous year, a decrease of 80 million 
dollars in the value of our exports to the continent, but the 
decrease in value of exports of grains amounted to $81,000,000. 
In consequence, as there are still large quantities of grain 
available for marketing, it is reasonable to anticipate a gradual 
readjustment of our trade balance with the United Kingdom and 
Europe. 
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In comparing the imports from all countries, a large 
increase is to be found in the petroleum group, owing to imports 
of crude petroleum having increased by over $13,000,000. 
Another increase among specific groups was in electrical 
apparatus where imports expanded by over twelve million 
dollars. Principal import decreases in specific group sections 
include the automotive vehicle group which fell off» by 
$28,000,000, and farm implement imports by $10,000,000. 

On the export side three groups show material depreciation. 
Grains were down $243,000,000; flour exports decreased by 
$20,000,000, and dairy products by $8,000,000. On the other 
hand among the increases in exports are: Farm implement 
exports which increased by $2,500,000; exports of paper and 
its products were up $3,000,000; aluminum and its products 
$6,800,000; copper and its products increased by $11,000,000 
and precious metals by nearly twenty-two millions. 

A study of the records shows that when cereal crop items 
are separated, the past year maintained a steady level in volume 
of exports of goods. It also emphasizes the development in 
the mining industry, which is demonstrated by a study of the 
imports of certain classes of mining machinery, which were 
recently given favourable treatment by this House, and which 
increased to over $11,000,000 in the period under review. 

During recent years the growth in production in agriculture, 
lumbering, mining and manufacturing, has been supplemented 
by a new activity which is usually termed tourist business. 
Various estimates are made as to the money spent by tourists 
in Canada. Some estimate that it was in excess of $300,000,000 
last year. The exact amount does not concern us at the moment, 
the more important phase being the continued growth of this 
form of trade and its development to a higher standard. We 
have magnificent national parks and excellent transportation 
facilities. No country in the world has better hotel service 
than Canada, and each year substantial additions are made. 
Attention has been directed recently to the sales opportunity 
represented by this tourist traffic. Is there any reason why 
trade in quality goods should not be increased? Many com- 
modities can be purchased in Canada more cheaply than in the 
countries from which the tourists come. The provincial 
and the municipal authorities, the transportation companies 
and the Dominion Government may co-operate and bring 
tourists to the doors of Canadian shops; after that, success 
depends on the initiative of the retailer and the maker of the 
goods offered for sale. With this seasonal influx of eighteen 
million visitors, it should be our aim to develop an extensive 
market and thus enlarge the benefits of the tourist trade. 
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IncoMrE Tax 


Turning now to taxation matters, in connection first with 
Income Tax, it is proposed that the corporation rate of tax shall 
be paid in respect of undistributed income when such un- 
distributed income is received by a corporation on the sale or 
winding up of another corporation. 


It is also proposed that the corporate rate of taxation shall 
be imposed on family corporations in respect of the interest 
therein of non-resident shareholders and also that directors, 
officers and employees of a Canadian company who reside 
abroad shall be taxable in respect of the dividend and interest 
income received from the company. 


A further amendment provides for exemption from Income 
Tax for bona fide Co-operative Companies and Associations. 


Government or other like annuities are to be exempt from 
Income Tax to the extent of Five Thousand Dollars. 


It is proposed also that an exemption of Five Hundred 
Dollars each, the same as for dependent children, be granted 
for dependent parents, grandparents, brothers, sisters, sons and 
daughters, who are incapable of self support, owing to mental 
or physical infirmity. 


It is also proposed that donations to any church, university, 
college, school or hospital in Canada shall be treated as deduc- 
tions from income up to a maximum of ten per cent of the net 
income of the taxpayer. 


All these Income Tax amendments apply with respect to 
1929 income. 


Tax on SALES OF SHARES 


A readjustment of the scale of taxation on the sale and 
transfer of shares is proposed, which will have the effect of 
materially reducing taxation on shares of low value. 


Sates Tax 


A further major reduction is proposed in the Sales Tax by 
reducing it to one-half the present rate. It is estimated that 
this proposal effects a reduction in taxation of approximately 
Twenty-Two Million Dollars. 


These reductions in taxation constitute a further step in the 
Government’s policy which has been steadily applied for some 
years past, of reducing the Public Debt and at the same time 
reducing the burden of taxation. 
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TraDE AGREEMENTS 


Regarding Trade Agreements, I had hoped to be able to 
announce the definite completion of a Trade Agreement with 
Newfoundland, following negotiations which took place in Ottawa 
with the Prime Minister of that Dominion. 

Definite final word, however, has not yet been received 
from Newfoundland, but I hope before this session is concluded 
to be able to present the proposed agreement to Parliament. 

With respect to New Zealand, as already intimated to Par- 
lament, the Government of Canada has proposed to the Govern- 
ment of that Dominion that a direct trade agreement ‘be 
negotiated to supersede the present arrangement. 

We hope to be able to arrange for meetings of representatives 
of both countries in the near future in order to endeavour to 
reach a mutually satisfactory agreement. In any event the 
present arrangement will cease on October twelfth next. Follow- 
ing that date Canada will extend her full British Preference 
to New Zealand, pending the completion of a direct agreement. 


Customs TARIFF 


In connection with the Customs Tariff, an amendment is 
proposed relating to excise taxes in foreign countries and the 
valuation for special or dumping duty. 

At present excise taxes are not added to cost in valuing 
goods for duty which come from Great Britain and it is pro- 
posed to extend this provision to all countries, the produce of 
which enters Canada under the Intermediate or any more favour- 
able tariff. 

During the past few years, the Canadian people have had 
every opportunity to be heard in connection with Tariff matters 
through the establishment of the Tariff Advisory Board. The 
degree of confidence displayed has steadily grown as is evidenced 
by the printed records of public hearings. Gradually in past 
budgets the effects of this system of public enquiry have become 
apparent and the printed reports of the hearings have facilitated 
the work of the Government and of this House. 

This budget will extend further than ever before revision 
of the tariff structure based upon inquiries made by the Board. 


IRoN AND STEEL 


Amendments in the wording, structure and rates of the Iron 
and Steel schedules are the results of months of investigation 
by the Tariff Advisory Board, involving many public sittings 
and intensive technical research. This inquiry early revealed 
that many items were obsolete in wording; that many others 
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were lacking in accurate and definite description; that the 
classification and structure of the schedule had not kept pace 
with modern developments in metallurgy, manufacturing and 
merchandising; and that the actual rates, in scores of cases, had 
lost the relationship, one to another, that once marked them. 

Active and intelligent leadership in the prolonged inquiry 
now ended was given by the Tariff Advisory Board, both at 
the public hearings, which are now a matter of record, and the 
private research and investigation which had to go hand in 
hand with the hearing of evidence. Officers of the Board and 
their experts have won the commendation of the industry for 
their efficiency and impartiality. 

The labours of the Tariff Advisory Board could not have 
been successful, however, had it not received the active coopera- 
tion of all branches of the industry itself. Scores of manufac- 
turers have given ungrudgingly their personal time and the 
services of their technical officers; importers and jobbers have 
placed at the disposal of the Board their staffs, warehouses 
and books; laboratory and research experts have been detailed 
to assist the Board’s own investigators; and no fewer than two 
hundred different firms, associations and interests participated 
actively in the weeks of open hearings at which information 
was being placed on record for Parliament and the Public. 

Various government departments—notably those of 
National Revenue, Mines and the Bureau of Statistics—rendered 
valuable assistance. 

For the first time in the history of tariff-making in Can- 
ada, there was publicly presented to the industry a suggested 
wording for classification purposes, some six thousand copies 
of which were distributed by the Board before the demands of 
interested parties were satisfied. This classification was the 
subject of a final public hearing at which it was considered, 
item by item, and at which the Board received definite sugges- 
tions regarding wording, arrangement and rates of duty. 

The Iron and Steel schedule may be said to rank first in 
the Tariff in length, intricacy and importance. Its relationship 
to our national life is illustrated by the fact that the industries 
concerned employ over one hundred and twenty thousand 
people in over eleven hundred plants with an aggregate annual 
payroll of about One Hundred and Seventy Million Dollars. 

In revising the schedule the Government has kept in mind 
first, the national necessity of maintaining an efficient and self- 
reliant Iron and Steel industry supplying Canadian consumer 
demand at reasonable prices, and, second, the national desire 
to facilitate trade, in iron and steel products, with those coun- 
tries which facilitate export trade from Canada. 
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These considerations have been kept in mind throughout 
the schedule but particularly in those sections which cover 
Crude, Primary and Secondary forms, up to and including the 
products of the Rolling Mill. Within this range lie the pro- 
ducts of Canada’s great basic ferrous industries, as well as many 
others in the production of which Great Britain excels. 

It is proposed to implement the recommendation of the 
Royal Commission on Maritime Claims with respect to Cana- 
dian coal used in the manufacture of iron or steel. 

Realizing that Canada is now producing in huge quantities 
ingots, billets, blooms and slabs of steel, we have adjusted the 
duties thereon to facilitate the further development of the 
native Iron and Steel industry. At the same time reductions 
in the British Tariff rates are provided on special and heavy 
forms of Iron and Steel and on those primary products which 
Great Britain is equipped to produce. The internal economy 
of the industry is such that practically the entire incidence of 
the increases proposed in respect of the primary forms will be 
absorbed by subsequent processers of those forms, before or 
by the time they reach the stage of Bars and Rods, in the 
case of which, with one material exception, duties have not 
been raised, but in which, again, very considerable reductions 
have been made in the British Preferential tariff rates. 

In the case of Structural Steel, an effort has been made 
to adjust the tariff language and rates to the development in 
Canadian mills, where larger and more varietl shapes are now 
being rolled than ever before; definite provision has been made 
for certain weights and shapes now rolled in Canada. On 
heavy structural sections, considerable reduction has been 
effected in the British Preferential rate, thus affording British 
mills a greater chance for business in this Dominion. 

Steel Plates are now being rolled in the Dominion and the 
revised schedule takes cognizance of this fact. Inquiry before 
the Tariff Advisory Board revealed that the rates formerly 
effective were out of line with the highly-processed character 
of the product. This inequity within the schedule has been 
rectified by increases in the Intermediate and General tarifis, 
while opportunity to British mills to participate in the Cana- 
dian market, especially in those widths and weights of plates 
in which they excel, is given by the Free listing of such Plates 
_ under the British Preferential tariff. 

No changes are proposed as regards Black Sheets and but 
one increase, in the General Tariff, is suggested on Cold Rolled 
Steel. 

Hot Rolled Strip is not made in Canada and adjustments 
in rates are proposed which should divert to Great Britain a 
large part of the Canadian trade in both light and heavy 
gauges of this material. 
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Most flat forms which are coated, dipped or similarly 
finished are grouped, in the revised schedule, with increased 
rates under the General tariff. 

Reduct#ons under all tariffs are proposed on Flat forms 
which are painted or coated with enamel. Im this connection, 
it should be pointed out that provision is made for a duty on 
Sheets coated with tin (so-called “Tinplate’”’) on the same basis 
as applies to all other coated forms. 

The existing provision of duty-free sheets for galvanizing 
is widened to cover sheets for dipping in any metal, but is so 
worded as to expire on December thirty-first next, after which 
all “‘ dippers” of sheets will pay, on their raw materials, rates 
of duties apportioned to those applying on their finished 
products. 

The rates on corrugated sheets are reduced under all tariffs, 
while sheets to be used as bases for enamelling, and also blue 
polished sheets are given lowered rates under the British Pref- 
erential and Intermediate tariffs. 

Saw steel is a commodity which Great Britain is eminently 
fitted to produce. Opportunity is opened to her mills through 
the rates now proposed on untempered and tempered steels for 
saw-making, in both of which the spread in favour of British 
products is materially widened. 

Skelp for pipe making is an import of huge proportions. 
It is not being rolled in Canada and heretofore has enjoyed 
low rates under all tariffs. In order to encourage Great Britain 
to supply the Canadian demand, skelp is made Free under 
the British Preferential tariff. Parliament is also asked to 
sanction a provision for higher rates which may be imposed 
should Canadian mills enter the skelp-making field. Should 
such higher rates become effective, they are such as to maintain 
a material spread in favour of skelp from Great Britain and 
involve the same rate as now applies under the British Prefer- 
ence. 

The schedule covering Pipes and Tubes has been reworded 
and reclassified, a prime object being simplification of the 
present items. Rates of duties are little altered; duties are 
imposed on Butted Tubing and increased on Cast Iron Pipe 
except under the British Preferential tariff. 

The Wire, Spring and Chain schedules are reworded and 
in the revision of rates extensions of the British Preference 
are provided upon such commodities as: 

Wire Rope or Cable 
Galvanized Wire 

Covered Wire 

Wire Cloth 

Wire Netting 

Springs for Railway Vehicles. 
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Wire Fencing of certain gauges is made Free under the British 
Preferential tariff, as is, also, Silent and Roller Chain. 

Tbe Machinery section has been reworded and reclassified 
in a radical manner as regards arrangement, and with certain 
alterations in rates. Various generic groupings have been 
devised, notably: Agricultural, Mining, Lumbering, Textile, 
Printing, Office, and Household Machimery, with improved 
and more orderly sequence of items. In Agricultural machinery, 
all items are made Free under the British Preferential tariff and 
such tractors as do not now enter free are reduced under all 
tariffs. Complete parts of all tractors are reduced under all 
tariffs. Among the implements now made Free under the 
British Preferential Tariff, are the following: 

Milking Machines 

Pasteurizers and Dairy Equipment 
Plows 

Rollers 

Spraying and other horticultural equipment 
Hay Loaders and Tedders 

Grain and Hay Grinders and Crushers 
Potato diggers and planters 

Incubators and Brooders 

Hay Presses 

Scythes 

Sickles 

Rakes and Forks 

Separators 

Fanning Mills 

Peaviners 

Cornhuskers 

Windmills 

Electric-power Generators. 


In Mining machinery the items have been revised in accord- 
ance with views expressed by both manufacturers and con- 
sumers at sittings of the Tariff Advisory Board. 


The Lwmbering machinery items have been redrafted to 
meet the unanimous views of producers and users, as expressed 
to the Tariff Advisory Board. ' 


Material reductions under -all tariffs have been made in 
machinery and equipment for use in Printing; and the entire 
list is made free under the British Preferential Tariff. 
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In Office machinery, reductions under the British Preferen- 
tial Tariff are made on pieces of equipment which Great 
Britain can produce, such as: 

Typewriters 
Dictaphones 
Teletypewriters 
Calculating machines. 


Under Household machinery, there are numerous 
reductions: Washing machines are made Free under the 
British Preferential Tariff and reduced under all tariffs; vacuum 
cleaners and polishers, domestic refrigerators, wringers and 
sewing machines are reduced under all tariffs. 


Under Miscellaneous Machinery, Fire Engines and fire 
extinguishers, equipment for carbonizing lignite coal, for tan- 
ning and embossing leather, machinery for the manufacture of 
fish meal, stock and poultry food and fertilizers, and also equip- 
ment for use in the Ceramic industries are made free or granted 
material reductions. 


Construction machinery and equipment, such as is used in 
the making and maintenance of highways is given a definite 
place in the schedules, is made Free under the British Prefer- 
ential tariff and is reduced under all tariffs. Such machinery 
formerly dutiable and now Free under the British Preferential 
rate includes: 


Concrete and Asphalt Road Machines 
Cranes 

Shovels 

Back-fillers 

Steam and Air-Driven Pile Hammers 
Turntables. 


All other Machinery—including Engines and Boilers and 
Electrical apparatus—imports of which amount to scores of 
millions of dollars, and a great part of which is machinery of 
production, not procurable in Canada, is divided into two classes 
—made in Canada and not made in Canada; the former group 
is slightly increased under the General Tariff; the latter is 
reduced under all tariffs and made free under the British Prefer- 
ence. Among the machinery and equipment in this latter class 
which formerly was dutiable and is now made Free under the 
British Preferential tariff, are included: . 

Air Compressing machinery 
Cranes and Derricks 
Icing and Refrigerating Machinery 
Metal Working Machinery 
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Pulp and paper mill machinery 
Power Pumps and Parts 

Steam and other Shovels 

Steam Boilers 

Internal Combustion Engines 
Steam Engines 

Switches and Switchboards 

Spark Plugs and Magnetos 
Rheostats, Controllers and Meters 
Fuses and Fuse Plugs. 


Among the miscellaneous iron and steel commodities which 
will now enter Free or under a materially widened British Pref- 
erence are the following: 


Nuts and Bolts 

Screws 

Tools of Precision 
Containers for Food Products 
Bathtubs and Lavatory Equipment 
Wheelbarrows, Trucks, etc. 
Drays and Sleighs 

Buggies and Cutters 
Children’s Carriages and Sleds 
Hand Pumps 

Engines for Fishing Vessels 
Aircraft and Aircraft Engines 
Guns and Rifles 

Steel Wool 

Skates 

Needles 

Frames for Purses 

Safes 

Mathematical Instruments 
Card Clothing 

Two-colour Printing Plates. 


Equipment for cooking or heating using coal or wood, gas, 
electricity or oil, is made free under the British Preferential 
tariff and there are reductions of the British rates on: 

Electric Light Fixtures 

Electric Light Bulbs 

Lamp Shades 

Gas Meters 

Flashlights 

Headlights 

Enamelled Hollow-ware 

Hollow-ware, plain 

and Tinware for shipping milk or cream. 
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We have decided to make free of duty under all tariffs x 

large range of hospital and sick room supplies including: 

Syringes 

Catheters 

Parts of Anaesthetic epee 

All hospital sterilizers 

Surgical Suction Apparatus 

Chloroform 

Ethyl Chloride 

Operating Room Lights. 


The Iron and Steel schedule is now an entity, compact and 
orderly, consisting of a single group of three hundred and twenty- 
five items. I have not attempted to refer in detail to all 
individual commodities affected, but only those of greatest inter- 
est. Details of each item will, of course, be dealt with in 
Committee of Ways and Means. 


Summarizing numerically I may say that under the Iron 
and Steel schedule General Tariff rates have been reduced on 
sixty-six items and increased on forty. 


Under the Intermediate Tariff, the reductions number eighty- 
six, and the increases twenty-four. 


Under the British Preferential Tariff, the rates have been 
increased in eight cases and reduced, or made Free, in one 
hundred and fifty-two. Prior to this Budget the number of 
items in the Iron and Steel schedule which were Free under 
the British Preferential Tariff was ninety-seven; this group of 
Free items has been increased in number to one hundred and 
seventy. 


FRuITS AND VEGETABLES 


In revising the Customs Tariff on Fruits and Vegetables the 
Government has given serious consideration to the representa- 
tions of growers and consumers, as presented on several occasions 
before the Tariff Advisory. Board. The irregular nature of the 
severe competition which Canadian producers frequently face 
from the earlier-maturing crops of other countries has been 
weighed in the light of various suggested remedies, most of which 
were found to have inherent defects, a fact long since recognized 
by the growers themselves. Seasonal tariffs, for instance, are 
not applicable to a country such as Canada, with its extremes 
of distance, latitude and climate. 


After careful study of the situation from all angles, we have 
decided to apply to Fruits and Vegetables a combination of 
specific and ad valorem duties; this combination will, it is 
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believed, meet the urgent need of the growers during those 
periods when they suffer from acute instability of prices and, 
at the same time, guarantee to consumers, at all seasons of the 
year, supplies of these products at reasonable prices. 

The ad valorem rate on Fresh Vegetables is retained at 
thirty per cent under the General Tariff and specific minimum 
duties will be effective, under the General Tariff, on all except 
Green Peas and Green Beans. 


All Fresh Vegetables of domestic character are made Free 
of duty under the British Preferential Tariff. In taking this 
action, we have had in mind the growing ability of Bermuda 
and the West Indies to supply the Canadian market during the 
Canadian off-season, a possibility which is rendered more feasible 
than before, now that Canada has her own direct steamship 
connection with these islands, employing vessels which are 
specially built for efficient transportation of perishable com- 
modities. 

Small increases in the General Tariff, accompanied by 
material reductions in the British Preferential rates are made 
in Canned Vegetables, while extensions of the existing British 
Preference are provided in Dried and Desiccated Vegetables, 
Extracts, Sauces, Pastes and Soup. 


An ad valorem rate of twenty-five per cent has been applied 
to all Fresh Fruits of domestic character, imported under the 
General Tariff with specific minimum rates effective under the 
general tariff. 

All Fresh Fruits are to be granted Free entry under the 
British Preferential tariff; here again the Government has kept 
in mind the possibilities of greatly extended trade with Bermuda 
and the West India Islands and has taken another step in the 
direction commenced two years a0 when Free entry was 
accorded bananas imported direct from the islands. So far 
as possible, Canada desires to purchase from these British islands 
to the south those Fresh Fruits which they are capable of supply- 
ing to this market. 

The Free listing of Fresh Fruits and Vegetables has added 
thirty-two items to the total number in our schedules which 
are Free under the British Preferential tariff; the total number 
of such Free items in the entire Fruit and Vegetable schedule 
is now forty-nine as against ten immediately prior to this 
revision. We are confident that this further expression of 
Canada’s desire to develop goodwill and improve trade with 
Bermuda and the British West Indies will be appreciated and 
will result in greater opportunity for Canadian exports to those 
Islands. 
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BEANS 


Following an inquiry by the Tariff Advisory Board into 
rates upon Field Beans, it has been decided to increase the 
Intermediate and General tariffs on this product to one-and-a- 
half cents and two cents per pound respectively. Beans enter- 
ing under the British Preferential tariff will, in the future, 
be free. 


TEA 


Tea now carries a duty of seven cents per pound under the 
British Preference. It is proposed to make this article of wide 
general consumption in Canada Free under the British Prefer- 
ence and also to lower the Intermediate rate of duty. 


PORCELAIN AND CHINAWARE 


Bearing in mind that Porcelain and Chinaware bulk very 
large in our import trade and that Great Britain has long 
held a high place in quality production of these articles which 
are necessities in every Canadian household, we have decided 
to accord Free entry under the British Preferential tariff to all 
Tableware of China, Porcelain, White Granite, or Iron Stone. 
The General tariff rate on these products has been slightly 
increased. 


Live ANIMALS AND Mrats 


Live Animals and Meats, other than fresh or canned Meats, 
are to be Free under the British Preferential tariff and reduc- 
tions have been made under all tariffs on feeds such as Soya 
Bean Meal and Cotton Seed. 


BUTTER 


Following the hearing before the Tariff Advisory Board 
relating to Butter, the Government has carefully considered 
the representations of the producers and as a result proposes 
an inerease in rates of duty on butter to four cents British 
Preference, six cents Intermediate and seven cents General 
Tariff. 


Maur anp Maur Propucts 


Consideration has been given to the effects of imports of 
Malt and Malt Products in displacing the malting in Canada 
of Canadian Barley and it has been decided to increase the 
General Tariff rate on Malt and Malt Extracts, decreasing, at 
the same time, the rates under the British Preferential Tariff. 
The General rates on Barley have been increased proportion- 
ately. 
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Invert SuGaR 


Provision has been made for Invert Sugar at rates propor- 
tionate to those on Refined Sugar. 


Beitina LEATHER 


The General tariff rate on highly processed Belting Leather 
has been increased to the level of the rate now effective on 
Leather Belting. 


MISCELLANEOUS 


There have existed in our Tariff, for years, many items 
carrying rates of duty in the British Preferential column, but 
relating to commodities in which none of the various British 
countries has been an effective trader. Some of these items 
represent materials or articles in which, for the present at 
least, British countries may continue to be more or less ineffec- 
tive factors; others are clearly of a nature in which a wider 
preference may be of real value in promoting inter-Empire 
trade. 


We have decided, therefore, to make Free under the British 
Preferential tariff a further group of fifty items of this class. 


CoUNTERVAILING DUTIES 


There are certain commodities which are or will become 
of double significance in Canada’s trade with the world, both 
as imports and exports. On such commodities our policy has 
been, and is, to avoid extreme rates of duty, and we propose, 
regarding these products, to maintain in general the existing 
rates of duty. 


It has been decided, however, to embody within the word- 
ing of a limited number of items of this class provision for a 
“countervailing duty” whereby Canada, while not generally 
raising its schedule rates, imposes upon such products from 
another country rates equivalent to those imposed by that 
country upon the identical Canadian product, where these are 
higher than the rates enumerated in the Canadian ‘Tayriff 
schedule. This means that other countries who both buy from 
and sell to us these commodities, have it in their own power, 
by reciprocal action on their part, to enable us to reduce duties 
to the level of the rates stated in our tariff. 
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Provision for countervailing duty is now made effective in 

the case of: 

Potatoes 

Soups and Soup Preparations 

Livestock 

Fresh Meats 

Cured and Pickled Meats 

Butter 

Eggs in the Shell 

Frozen Eggs 

Frozen Egg Albumen 

Wheat 

Wheat Flour 

Oats 

Oatmeal 

Rye 

Cut flowers 

Cast Iron Pipe 


This tariff revision will involve consideration of a total of 
four hundred and ninety-five separate tariff items. 

I purpose at the conclusion of this address to table the 
resolutions necessary to enable the Committee of Ways and 
Means to deal with each item. 

For the convenience of Honourgble Members arrangements 
are being made to print a full list of the tariff changes together 
with rates which were effective on each item until to-day. 

The changes in rates are numerous and complex and I 
have not attempted to refer to all changes in detail. Summar- 
izing numerically the present budget Tariff proposals involve 
under the General Tariff, increases in rates on 54 Items and 
Decreases on 46; under the Intermediate Tariff, increases in 
rates on 35 Items and decreases on 98; under the British Prefer- 
ential Tariff, increases in rates on 11 Items and decreases on 
270. 

When this revision is completed the Canadian Customs 
Tariff will consist of 1188 Items of which 589 will be Free 
under the British Preference. The changes proposed have the 
effect of greatly increasing the British Preference in the Cana- 
dian market. 

The importance of this enlargement of the Preference is 
indicated by the fact that Canada imported last year over Two 
Hundred Million Dollars worth of the commodities on which 
we are now increasing the British Preference. 

The tariff changes now made are designed to serve what 
we believe to be the best interests of the Canadian people. 
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It must never be forgotten that a large and increasing pro- 
portion of our producers and manufacturers are vitally 
interested in the maintenance of friendly markets for their 
products outside of Canada. Indeed, our national well-being 
depends largely upon exporting freely those commodities which 
we produce greatly in excess of our own needs. This budget is 
frankly framed to enable us to buy more freely from those 
countries which buy from us most freely those commodities 
which are of vital importance to us, and in the confident belief 
that by this means we shall help to develop and stabilize export 
markets for our surplus products. 


Canada will not engage in a tariff war with any country. 
The world shows at the present time too many examples of 
disaster following such a course. As a great exporting nation 
our course must be the contrary one of facilitating trade with 
those who facilitate trade with us. Those who raise prohibi- 
tive barriers against our products entering their markets must 
expect that we will extend favour to our own good customers — 
rather than to them. I speak in no spirit of retaliation. I 
would much rather extend lower tariff favours to those who 
extend them to us than to impose prohibitive tariffs in return 
for like treatment. 


Lower tariffs to those who buy most freely from us makes 
for trade extension and wider markets for our products, while 
prohibitory duties to meet prohibitory duties generally applied 
would constantly tend to restrict our export markets. 


In studying these trade matters in detail it is evident that 
more British goods can be sold in this country, having regard to 
the tariff preference we have granted in the past and which is 
now being much further extended. Opportunity undoubtedly 
exists along many lines, but in modern commerce the buyer 
does not seek the seller. 


The seller, even with the advantage of the British Prefer- 
ence, must seek the buyer in Canada through sales and service 
organizations comparable with those of his effective competitor. 


These tariff favours to those who favour our products are 
not the result of any bargain with any other country but of 
an attitude in international relations which we believe to be 
mutually beneficial and are an expression of the spirit in which 
Canada will approach the Imperial Economic Conference in 
a few months time. In other words we do not intend to meet 
the other countries of the British Commonwealth of Nations in 
a spirit of petty bargaining but rather in the broad spirit of 
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willingness to become in ever increasing measure good customers 
to those who treat us in like manner. This is the spirit in which 
we desire to meet all nations, but we believe that within the 
British community of nations lies the greatest measure of 
opportunity for mutual development of trade because of our 
common heritage, kindred institutions and a common patriot- 
ism. 


RESOLUTIONS 


I beg to give notice that when the House resolves itself 
into committee I shall move the following resolutions:— 


THE CUSTOMS TARIFF 


1. Resolved, That it is expedient to amend the Customs Tariff, being 
chapter forty-four of the Revised Statutes of Canada, 1927, by repealing 
subsections (c), (d), (e), (i), (1) of section two thereof and by substi- 
tuting the following therefor: 

(c) “hoop, band and strip” when applied to metals mean flat forms 
not more than fourteen inches in width and less than .1875 inch 
in thickness; 

(d) “in diameter” when applied to pipes and tubes means the actual 
inside diameter ; 

(i) “plate” when applied to metals means a rectangle, circle or sketch 
as cut in a plate mill, more than fourteen inches in width and 
1875 inch or more in thickness, with variations from such thick- 
ness not exceeding .015 inch; 

(1) “sheets” when applied to metals means a rectangle more than 
fourteen inches in width and less than a plate in thickness; 


2. Resolved, That the Customs Tariff, being chapter forty-four of 
the Revised Statutes of Canada, 1927, be amended by repealing sub- 
section two of section six thereof and by substituting the following 
therefor : 


(2) Excise duties or excise taxes shall be disregarded in estimating 
the market value of goods for the purposes of special duty when the 
goods are entitled to entry under the British Preferential Tariff, Inter- 
mediate Tariff or any more favourable tariff. 


3. Resolved, That Schedule A to the Customs Tariff, being chapter 
forty-four of the Revised Statutes of Canada, 1927, as amended by 
chapter seventeen of the Acts of 1928 and chapter thirty-nine of the 
Acts of 1929, be further amended by striking thereout tariff items 5, 6, 
7, 8, 10, 14, 15, 16, 18, 28a, 36, 37, 38, 47, 49, 50, 52, 538, 56, 57, 58, 59, 
60, 60a, 61, 6la, 63a, 67, 69, 83, 88a, 84, 85, 86, 87, 87a, 87b, 88, 89, 90, 
90a, 90b, 90c, 90d, 91, 92, 93, 94, 95, 96, 97, 97a, 98, 99, 99a, 100, 10la, 
10laa, 101b, 102, 105, 105a, 106, 109, 141, 148, 149, 167, 168, 183, 200, 202, 
207, 235, 235a, 236a, 237, 262, 283, 287, 289, 293, 296, 302, 306, 311, 313, 
3l5a, 344, 344a, 345, 345a, 365, 366, 369, 373, 374, 375, 375a, 375b, 376, 
377, 378, 378a, 379, 379a, 380, 381, 382, 383, 384, 384a, 384b, 384c, 385, 
386, 387, 387a, 388, 389, 390, 391, 392, 393, 393a, 394, 395, 396, 397, 398a, 
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- 899, 400, 401, 402, 403, 403a, 404, 405, 406, 407, 408, 409, 410, 410a, 411, 
412, 413, 414, 415, 416, 417, 418, 419, 420, 421, 422, 423, 424, 425, 426, 
427, 428, 429, 430, 431, 432, 433, 433a, 434, 435, 436, 437, 438, 438e, 439, 
440, 441, 441a, 442, 443, 444, 445, 445a, 445b, 446, 446a, 446b, 446c, 447, 
447a, 447b, 448, 448b, 449, 450, 450a, 451, 451a, 452, 453, 458a, 453b, 453c, 
453d, 453e, 453f, 453g, 453h, 4531, 453), 454, 454a, 455, 456, 456a, 457, 
458, 459, 460, 460a, 460b, 460c, 460d, 460e, 460f, 461, 46la, 462, 462a, 463, 
464, 465, 466, 466a, 467a, 468, 468a, 469, 469a, 469%, 470, 471, 471a, 472, 
473, 474, 475, 476, 476a, 477, 478, 478a, 479, 480, 481, 482, 483, 486, 486a, 
487, 491, 492, 494, 494a, 498, 502b, 502d, 506a, 513, 516, 517, 535a, 577, 
584a, 588a, 589, 590, 590a, 590b, 590c, 591, 591a, 592, 593, 594, 595, 596, 
605, 611b, 636, 637, 649, 650, 650a, 657, 657b, 658, 660, 661, 665, 6652, 670, 
670a, 671, 67la, 672, 672a, 676, 677, 688, 689, 689a, 689b, 698a, 706, 716, 
719, 722, 725, 726, 729, 730, 736, 737, 745, 746, 748, 749, 751, 767, 770, 775, 780, 
the several enumerations of goods respectively, and the several rates of 
duties of customs, if any, set opposite each of said items, and by insert- 
ing the following items, enumerations and rates of duty in Schedule A:— 
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5. Resolved, That any enactment founded on the foregoing resolu- 
tions shall be deemed to have come into force on the second day of 
May, one thousand nine hundred and thirty, and to have applied to all 
goods mentioned in the foregoing resolutions imported or taken out of 
warehouse for consumption on and after that date and to have applied 
to goods previously imported for consumption for which no entry for 
consumption was made before that day. 


THE SPECIAL WAR REVENUE ACT 


Resolved, That it is expedient to introduce a measure to amend The 
Special War Revenue Act, chapter one hundred and seventy-nine of the 
Revised Statutes of Canada, 1927, as amended by chapter fifty of the 
Act of 1928 and chapter fifty-seven of the Acts of 1929, and to provide:— 

1. That section eighty-six of the said Act, as amended by section 
three of chapter fifty of 'the acts of 1928 and as amended by section five 
of chapter fifty-seven of the Acts of 1929, be amended by providing 
that the rate of consumption or sales tax be reduced to one per cent. 


2. That schedule 111 to this Act be amended by changing the num- 
bers of Customs Tariff items as follows: 


Tariff Item Tariff Item 

410 to read 406a ; 

410a # 40Gb ; 

445 ys 409d; 

445a : 442; 

445b of 4424; 

446 - 409b ; 

446b . 409¢c; 

446¢ i 409k; 

447 iB 409n ; 

447b # 409); 

448 s 4092, 409c, 409, 
409f, 409g, 409), 
4090; 

449 ri 4091, 431a; 

450 431; 

453b * 411, 41la, 411b; 

453¢ . 4101; 

453d ~ 464; 

453e a 440k ; 

456a ss 391a; 

460 £ 410m, 410n, 4100, 
410p, 410q, 410s; 

460a ae 410q; 

460b . 410b, 410z; 

460c Sy 410g; 

460d a 410k; 

461 3 4108; 

461la . iron or steel pipe, not butt or lap 


welded, and wirebound wooden pipe, 
not less than thirty inches in in- 
ternal diameter, for use in alluvial 
gold mining; 
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Tariff Item Tariff Item 

466 ef 476; 

466a i A76a; 
469 = 410d; 
469a io 410e; 
469b a 410c; 
506a . 480 ; 

591 * 439¢ ; 
59la « 439d. 


and that section eighty-eight of the said Act be amended by changing the 
numbers of (Customs Tariff items :— 


Tariff Item Tariff Item 
86 to read 85, 89a, 89b, 89e, 89d, 90d 
105 : 105e, 106a, 106c 
105a ey 106b 
106 au 105, 105d 


3. That any enactment founded on paragraphs one and two of this 
resolution shall be deemed to have come into force on the second day 
of May, one thousand nine hundred and thirty, and to have applied 
to all goods imported or taken out of warehouse for consumption on 
and after that day, and to have applied to goods previously imported 
for which no entry for consumption was made before that date. 


4. That section fifty-eight, as enacted by chapter fifty-seven of the 
Statutes of 1929, sections fifty-nine, sixty, sixty-one, sixty-two and sixty- 
three be repealed and provision made that there shall be imposed, levied 
and collected upon every change of ownership consequent upon the sale, 
transfer or assignment of any share of stock of any association, company 
or corporation, or any bond, debenture or debenture stock other than 
a bond, debenture or stock of the Dominion of Canada or of any Prov- 
ince of Canada, an Excise Tax as follows:— 


(a) Three cents for every one hundred dollars or fraction thereof, 
of the par value of a bond, debenture or debenture stock; 


(b) Five cents for every share of stock sold or transferred at a price 
over one hundred and fifty dollars per share; 


(c) Four cents for every share of stock sold or transferred at a price 
over seventy-five dollars per share but not more than one hundred 
and fifty dollars per share; 

(d) Three cents for every share of stock sold or transferred at 2 
price over fifty dollars per share but not more than seventy-five 
dollars per share; 

(e) Two cents for every share of stock sold or transferred at a price 
over twenty-five dollars per share but not more than fifty dollars 
per share; 

(f) One cent for every share of stock sold or transferred at a price 
over five dollars per share but not more than twenty-five dollars 
per share; 

(g) One-quarter of one cent for every share of stock sold or trans- 
ferred at a price of one dollar to five dollars per share, but not 
more than five dollars per share; 

(h) One-tenth of one per cent of the value of ‘every share of stock 
sold or transferred at a price less than one dollar per share; 
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that the said tax shall be payable in Excise Tax stamps by the 
vendor, transferor or assignor; 

that every person liable to collect or pay the said tax shall keep 
records and books of account; 

and that any enactment founded on this paragraph four shall come 
into force on the first day of July, one thousand nine hundred and thirty. 


THE INCOME WAR TAX ACT 


Resolved, That it is expedient to amend the Income War Tax Act, 
and to provide— 


1. That the corporation rate of tax be paid in respect of undistributed 
income when such undistributed income is received by a corporation on 
the sale or winding up of another corporation. 


2. That the income of co-operative companies and associations be 
exempt from income tax. 


3. (a) That an exemption of $500.00 be granted in respect of depend- 
ent parents, grandparents, brothers, sisters, sons and daughters, 
incapable of self-support on account of mental or physical in- 
firmity, not otherwise presently provided for. 

(b) That donations, to the extent of ten per centum of the net 
income of the taxpayer to any church, university, college, school 
or hospital in Canada, be allowed as a deduction. 

(c) That government or other like annuities to the extent of $5,000.00 
be exempt from income tax. 


4. That corporate rate of tax be imposed on family corporations in 
respect of the interest therein of non-resident shareholders. 


5. That directors, officers or employees of a Canadian company who 
reside abroad shall be taxable in respect of the dividend and interest 
income received from the company in which they are employed. 


6. That any enactment founded on the foregoing resolutions shall be 
deemed to have come into force at the commencement of the 1929 taxation 
period and to be applicable thereto and to fiscal periods ending therein 
and to subsequent periods, except any enactment founded on resolution 
number one hereof, which shall be deemed to have come into force 
at the commencement of the 1930 taxation period and to be applicable 
thereto and to fiscal periods ending therein and to all subsequent periods. 


CANADIAN COAL USED IN IRON AND STEEL PRODUCTION 


Resolved, That it is expedient to introduce a measure to provide for 
the payment out of the Consolidated Revenue Fund of forty-nine and 
one-half cents per ton of bituminous coal mined in Canada and con- 
verted into coke in Canada and used in the smelting of iron from ore, 
or in the production of steel. 
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BUDGET SPEECH 


DELIVERED BY 


RT. HON. R. B. BENNETT, M.P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, MONDAY, JUNE 1 
1931 


Right Hon. R. B. BENNETT (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for the house to go into 
committee of ways and means. 


He said: Mr. Speaker, in moving that you do now leave 
the chair for the purpose of enabling the house to resolve itself 
into a committee of ways and means to make good the supply 
to be granted to His Majesty for the twelve months ending 
March 31, 1932, I will follow the traditional practice of mak- 
ing a general survey of the financial and business operations of 
the Dominion during the last fiscal year. I will also indicate 
the ways and means which the government propose to utilize 
in providing the necessary revenues to meet the appropriations 
made by Parliament. I shall discuss these matters under five 
heads: 

1. The financial operations of the Dominion for the fiscal 
year, April 1, 1930, to March 31, 1931. 

2. The balance sheet of the Dominion on*March 31 last 
showing assets active and non-active and liabilities direct and 
indirect. 

3. Trade and commerce. 

4. The estimated revenue and expenditures for the twelve 
months ending March 31, 1932. 

5. The ways and means which will be adopted for the pur- 
pose of providing the necessary revenues to meet the proposed 
expenditures. 
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FINANCIAL OPERATIONS DURING FISCAL YEAR 1930-31 


The period of national financing under review is the twelve 
months from April 1, 1930, to March 31, 1981. This was a 
period of sluggish commercial activity, with commodity prices 
steadily declining throughout the world. The consequences are 
shown in the Dominion’s balance sheet, for eighty-three per 
cent of the consolidated fund receipts in 1930-31 was derived 
from taxation, the major portion being obtained by ad valorem 
assessments on the monetary value of business transacted. 
Therefore, the revenue collections from every tax, with one ex- 
ception were substantially less than in the preceding year. 
The exception was the income tax, where the assessment was 
on earnings and profits made in the calendar year 1929. To 
find a parallel to the revenues in the past fiscal year, it is neces- 
sary to turn back ten years to the fiscal year 1921-22, and in 
that year the revenues were $26,000,000 greater than the col- 
lections in the past fiscal year. 


On the expenditure side, comparatively little advantage 
could be taken of declining commodity prices. This is due to 
the fact that fixed and uncontrollable charges constitute so 
large a proportion of the expenditures. The interest on the 
national debt was over 121 millions; war pensions amounted to 
46 millions, and other uncontrollable expenditures absorbed an 
additional $36,895,000. To these may be added the cost of 
civil government and other services where a somewhat lengthy 
time lag exists before declining commodity prices are reflected 
in reduced costs. These services involved an expenditure of 78 
millions. In other words, 282 millions were expended during 
the year without the government gaining any offsetting ad- 
vantages from the causes which brought about such substantial 
decreases in revenues. 


Taxation Revenues, 1930-31 


The major source of Canadian revenue is the customs 
tariff which last year produced 131 millions of dollars. This 
was 48 millions less than in the preceding year. A study of 
the imports of Canada during the period indicates that there 
was a substantial decline in the importations of nearly all com- 
modities. One of the chief sources of customs revenue is the 
duty collected on alcoholic beverages, and in the year under 
review the revenue thus derived was 20 millions, as compared 
with 25 millions in the preceding year. 


Recently our customs receipts have shown less fluctuation 
and the daily decreases are not so substantial as in the last 
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fiseal year, when the monthly decreases, as compared with the 
previous year were: 


Month Decrease 
Spe) AO wg GEN nie ae ag ach ow a hoes $3,591,000 
BITE » SbF a ug STORER ARE OLT delowst ae ine ee 5,300, 000 
MODG Ji orci eter Rete coe etal aioe eras et 2,884, 000 
MOLY cn pebace cement ties aan eae RTT TM ee coe 4,356,000 
AUGUBG. obs ck fee asa eek MEE een See Rote 4,919, 000 
Behe Or OS an oc ah tecys oe Distr re nace ane aatsees ark 3,115,000 
$24,165,000 
Ooteberi,.cdunsatde dad: doe te ke CMAN ck tee a 6,408, 
ROVeMm DOr. hc wc toner ct an oo a ae aces 4,117,000 
PIOUS EE, ees rea ee cick etaaals SURE OT ON oe Bees 8,424,000 
SDR GS hee oo teres We Be RP na wv ae 2,687, 000 
gn Retreat do. te tp uiemn cc ure bein ee erate 3, 766,000 
Marck: nenod ‘sgt ke cette. Asek sa thics Ohicsiesd 3,653,000 
————— 24,055,000 
$ 48,220,000 


The decrease during the first six months of the fiscal year 
was $24,165,000; during the last six months of the fiscal year 
it was $24,055,000. 

It will be recalled that the tariff changes made at the 
special session came into effect during September although in 
certain cases, where uncompleted contracts were outstanding, 
the new rates were not levied until several weeks later. A 
comparison of the customs revenue for the two six-months’ 
periods has this significance, that the changes did not make 
any material reduction in the receipts during the two six- 
months’ periods of the year. 


Excise Duties 

The excise duties are largely assessments on alcoholic 
beverages and tobaccos manufactured in Canada. The total 
collected during the year was $57,700,000. During the year 
excise collections on tobacco remained practically stationary 
at about 42 millions. Of the amount, duties on cigarettes pro- 
duced $30,500,000. There was a decline of over $7,000,000 in 
excise duty collections on alcoholic beverages produced in Can- 
ada. On and after the Ist of July, 1930, clearances were 
denied to vessels having on board any intoxicating liquors 
destined for delivery in any country into which the importa- 
tion of such liquor was prohibited. The enforcement of this law 
to a great extent explains the decline in the excise revenues. 


Income Tax 

The income tax ranks first in productivity amongst the 
war taxes and produced 71 millions in the year. As a matter 
of fact, this sum has been exceeded only once since its imposi- 
tion and that was in the fiscal year 1921-22. It is a case of 
history repeating itself. The fiscal year 1922 was also a dark 
one in respect to total revenues, but income tax assessments 
were on the earnings and profits of 1920, the peak year of the 
post-war boom. In the past year total revenues were again 
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reduced, but income tax assessments were levied on the earn- 
ings and profits of a peak year, that of the stock market boom. 
Of the $71,048,000 of income tax collected, $26,600,000 was paid 
by individuals and $44,400,000 by corporations. In the fiscal 
year 1921-22, when $78,600,000 was received, individuals paid 
$39,820,000 and corporations $38,863,000. 


Sales Tax 

No tax more quickly reflected the declining commodity 
prices than did the sales tax. The shrinkage in the volume of 
business transacted, coupled with the decrease in values, made 
it apparent at the beginning of the calendar year 1930 that 
with business shrinking and sales contracting, the sales tax 
could not be depended upon to produce revenue to the same 
degree as in the previous year. This loss, instead of being 
compensated by an increase in the rate when the budget was 
brought down on May Ist, 1930, was aggravated by the rate 
being reduced from 2 per cent to 1 per cent. The result was 
a decline of over 24 millions in sales tax revenues during the 
year under review, the collections being somewhat over 20 
millions, as compared with 44 millions in the previous year. 
It is perhaps desirable to point out that a change has been 
made in the accounting methods this year in respect of sales 
tax. Commencing in the fiscal year 1924-25 the payments 
made in April by licensees on sales made in the old year were 
credited to the fiscal year then last ended. This practice was 
not in harmony with that followed in respect of other public 
revenues and has been discontinued. Had it been followed, 
the revenues from sales tax credited to 1930-31 would be ap- 
proximately $1,700,000 greater. 


Tax Summary 
The other taxes represent small amounts, being, not in- 
frequently, paid by the use of excise stamps, and are difficult 
to allocate. A statement of the revenue received from taxation 
for the last five years follows: 
REVENUE FROM TAXATION, 1926-7 To 1930-31 


(000 omitted) 
od 1926-27 1927-28 1928-29 1929-30 1930-31 
(Unrevised) 
CHEVONME  onsso odd esonesesudbe $141,969 | $156,986 | $187,206 | $179,480 | $131,209 
ENV OISG cots deamon err seaaors 48,518 57,401 68, 685 65, 036 57, 747 
War tax revenue— 

Bankste, Seas octet tc ae eles Tpalzes de 225) 1,243 1,408 1,429 
Trust and loan companies... 335 345 Ce RE Senne (enmanasee & 
Insurance companies........ 948 999 895 74 74 
Business profitisas <.ccasiinen « 710 956 455 173 34 
Income: taxes cet ee 47,386 56, 571 59,422 69,021 71,048 
Salemtaxicner... eo, asker. 82,306 72,100 63, 646 44,859 20,785 

Tax on cheques, transporta- 
tion tax Abe meutte eae oi 23,307 18,123 19,361 18,550 138,950 


Total receipts from taxation. .! $346,649 | $364,706 | $395,921 | $378,551 $296, 276 


q 


Public Service Revenues 


The sum of $53,000,000 was collected by way of revenues 
from public services maintained by the government. The main 
contributor was the Post Office Department. The gross collections 
for postal services were $37,500,000 and the net revenues $30,- 
200,000. Compared with the previous year, there was a decrease 
of $3,100,000 in the net revenues. On the expenditure side the 
postal service costs were $36,300,000, an increase of $1,265,- 
000. Therefore, the fiscal year ended with the Post Office 
Department showing a deficiency of $6,100,000. To achieve 
an absolute calculation of the department’s operations, a sub- 
stantial sum, representing the expenditures of the Pubile Works 
Department for equipment, buildings, maintenance, ete., neces- 
sary for the handling of mails throughout Canada, would have 
to be added. On the other hand, the department is entitled to 
a substantial credit for the handling of government mail. 

Interest on investments realized $10,400,000. Of this 
$2,000,000 was on sinking funds and $1,299,000 on loans to 
Roumania and Greece, which were made during the war period. 
The harbour commissions, other than Quebec, paid $3,492,000 
in interest on the $88,600,000 loaned by the Dominion to them. 
The major reduction in revenues under this group heading was 
in the interest paid by the chartered banks for advances under 
the Finance Act, although the amount collected was $15,000 in 
excess of the collections in 1928. In 1929-30 the banks paid 
$2,234,000, while in 1930-31 the payments were $539,000. 

The transfer of the natural resources to the western prov- 
inces materially reduced revenue from dominion lands there 
being a decrease from $4,139,000 to $1,655,000 in the year under 
review. 


A division of the 53 millions of revenues from the public 
services, by sources, is:— 


REVENUE FROM PUBLIC SERVICES, 1926-27 ro 1930-31 


ao 1926-27 | 1927-28 | 1928-29 | 1929-30 |/,\080-31 4, 
$ $ $ $ $ 
Non-Tax Revenue— 

Canada Grain Act..... 2,582,984] 2,677,877] 2,992,540} 2,047,207) 2,179,047 
Canada Gazette....... 68,312 81,243 80,214 93,890 71,197 
Canale idee ict oes 961,694) 1,355,677) 1,230,333] 1,043,647| 1,026,671 
CAROL a8 soe ee 3,310,633} 3,626,236) 4,041,095} 4,300,710) 3,685,000 
Chinese Revenue...... 13, 228 14,179 18,224 14,345 21,996 
Dominion Lands...... 3,327,273) 3,688,595) 4,070,339) 4,189,104) 1,655,401 

Electric Light Inspec- 
eee eee ae eee 538,917 563,913 563 , 964 546, 957 632,151 
Fines and Forfeitures.. 504,310) 568, 140) 655,485 748,343 433,712 
Wighsee so 50cds ves 175,213 119, 144 109, 300 116,724 73, 937 
Gas Inspection........ 76,880 85,716 92,398 100,763 94,255 
Insurance Inspection... 120, 334 123,768 131, 626 138,780 148,942 


InterestoiInvestments! 8,559,401 10, 937,822 12,227,562! 13,518,205] 10,421,225 
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REVENUE FROM PUBLIC SERVICES, 1926-27 ro 1930-31—Concluded 


oe 1926-27 1927-28 1928-29 1929-30 1930-31 
(unrevised) 
$ $ $ $ $ 
Non-Tax Revenue-Conc. 
Marine Seeenne eee 264, 083 191, 564 182,810 184, 637 186, 892 
Mariners’ Fund........ 195,080} 222,048 236, 808 209, 322 201,768 
Military College....... 18,239 20, 232 20, 204 19,820 19, 882 
Military Pension Rev- 

Cuca atsea MSE aeSs 128, 387 128,017 155,830 158, 881 158,872 
Ordnance Lands....... 29, 708 14, 206 24,830 80,277 29,384 
Patent and Copyright 

HESS tac pee eee 517, 980 495,792 530, 239 574,918 559, 646 
Penitentiaries......... 170,388 177, 9388 178,449 181,024 183, 288 
‘POStlOiice eae tn: 29,069, 169} 31,562,580] 80,611,964} 38,345,385] 80,212,326 
Premium, Discount 

and Exchange....... 649, 337 594,211 568, 846 531,366 521,078 
Public Woerksi-ese 422,864 395, 281 414,085 408,151 374, 500 
Royal Can. M.P. Offi- 

cers’ Pension........ 8, 769 6, 144 6,873 6,471 6,357 
Superannuation Fund. . 392 172 81 Wek she eee cae 
Weights and Measures. 333, 034 361,690 899, 247 407, 248 419,750 
Total Non-Tax Rey- 

CHUGL Es toe ete ee 52,046,504] 58,012,180) 59,542,846] 62,860,180) 53,317,277 


The consolidated fund receipts may now be summarized. 
In the fiscal year just ended these amounted to $349,593,000, 
as compared with $441,411,000 in 1929-30. In other words, 
there was a decrease of $91,818,000. 


Special Recetpts 


During the year certain special receipts came into the 
treasury which must be added before the total revenues for the 
year are given. The most important of these were the pay- 
ments received on reparations, amounting to $6,500,000. This 
was a larger sum than had been received in the preceding year, 
due to the success of the German international 54 per cent loan 
1930 making it possible for the creditor countries to receive a 
cash payment on future reparations account. Canada’s share 
thus acquired was $2,173,000. The acceptance of the plan 
involved the establishment by Canada of a small credit, 
amounting to $272,000, in the Bank for International Settle- 
ments. This has been done. The amount received on ordinary 
reparation account was $4,395,000. 


Adding these special receipts to the consolidated fund, 
revenues for the year make a grand total of $356,215,000, as 
compared with $446,182,000 in the preceding year, a decrease of 
$90,000,000. A comparison of revenues for the past five fiscal 
years is: 


9 


TOTAL REVENUE, 1926-27 ro 1930-31 


(000 omitted) 

DN Eee 

1930-31 
— 1926-27 | 1927-28 | 1928-29 | 1929-30 (un- 
revised) 
$ $ $ $ $ 

Receipts from taxation....... 346,649 | 364,706 | 395,921 | 378,551 296,276 

Non-tax revenue.............. 52,046 58,012 59, 543 62,860 53,317 

Consolidated fund receipts....| 398,695 | 422,718 | 455,464 441,411 349,593 

Special receipts..............+ 1,934 7,129 5,476 4,771 6, 622 

Grand total revenues........- 400,629 | 429,847 | 460,940 | 446,182 356, 215 


ele a Ee ee a ee 


EXPENDITURES, 1930-31 


The past fiscal year was marked by substantial increases in 
the expenditures for the public service. Some of these increases 
were to provide for new services or undertakings, others were 
a consequence of statutory enactments causing greater demands 
to be made upon the treasury. Apart from certain expendi- 
tures in connection with unemployment relief, those incurred on 
authority of governor general’s warrants and some items 
approved by parliament on the closing days of the fiscal year, all 
expenditures were incurred on the authority of the previous 
administration. 


Ordinary Expenditures 


Ordinary expenditures for the year were $394,000,000, as 
compared with $357,780,000 in the fiscal year 1929-30. This 
was an increase of $36,220,000, the more important items which 
show increases being: 


Subeidiasite provinces: . <. SES. i: Anes. errr kala ota $4,900,000 
Department of Indian Affairs..........-.-+seeeeeeeeeee 700, 

Old age Pension: 1c den. ASA Os om cbs os ea einstele ewes 4,100,000 
Lighthouse and coastal services.........-.+++s+eeeeeees 500, 000 
AIS BarCIOGR, Soo oe me ee eee epaiiacs aa hace e are 1,225,000 
War pensiondscas «Vase wy abidaied wre tobe sid - SWS a rs te 5,550,000 
Treatment and after-care of veterans..............-+--- 1,280,000 
Poet OF8 06. oak Fis oo cea eas or ocx ert ea hs Aen on se 1,265,000 
Pablia Worksctws: secre euas Saeed? nee een teers 5,640,000 
Maritime Freight Rates Act..........2.csesceesesneses 2,925,000 
Department of Trade and Commerce.........+-+++++++ 1,690,000 
Unemployment relief... ... 0225s op mers tneseanerenerce 4,432,000 


There was an increase in the subsidy paid to Manitoba of 
$4,970,027.62, as provided by legislation in connection with the 
transfer of natural resources to the province. The transfer of the 
natural resources made no change in the annual subsidy pay- 
ments to the provinces of Alberta and Saskatchewan, although 
the dates of payments have been changed from March 1 and 


September 1 to January 1 and July 1. 
29621—2 
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The increase of expenditures, amounting to $700,000, in con- 
nection with the Department of Indian Affairs, falls under two 
heads. During the year $2,750,000 was spent in the construction 
of schools, which is $424,000 more than in the preceding year. 
For the relief of destitute Indians, the providing of hospitals and 
medical services, an additional $220,000 was expended. 


The major increase in expenditures on account of old age 
pensions was due to larger payments being made in the province 
of Ontario. The act, during the fiscal year, applied to five 
provinces, and, in addition, small expenditures were made in the 
Northwest Territories. A statement of the expenditures, by 
provinces, is: 

1929-30 1930-31 


ONTARIO aie ne ee nee kaa tere Mec $ 355,829 $3,516,806 
Manitobatey yor cupson cetera en eee ene ee 427,143 652, 804 
DASKACCHOWAI on istek cactec oe rice eee 333, 287 585, 941 
(AT D OTB tren Neves ancestor oie vara eee eas 62,555 320, 225 
British Columbiats.seecsse een cone 357,801 580, 804 
Northwest: Mermtoniess--ccan cee ste einen 558 1, 562 


$1,537,173 $5,658, 142 


The increase of slightly over $500,000 in the lighthouse and 
coast services was mainly due to the purchase of a lighthouse 
boat to be used in connection with the St. Lawrence river channel. 
The expenditures on that account, together with the purchase 
and erection of new lights, amounted to $480,000. 


The increase of over $1,200,000 in air services falls under 
three headings. In connection with air services generally there 
was an increase of $394,000: for civil air services $387,000, and 
for air mail routes $494,000. The sum of $180,000 was expended 
in connection with the airport at Trenton, Ontario, and the 
establishment of new air mail routes made it necessary to 
establish and maintain new landing fields at various points 
throughout Canada. Other expenditures, due to increased use 
being made of the services of the air division, involved greater 
expenditures for supplies and equipment and also made it neces- 
sary to increase the personnel. 


Expenditures Arising from the War 


There is a unanimous sentiment that Canada shall provide 
adequately for those who served and suffered during the war, and 
annually the amount expended on account of pensions and after- 
care of veterans increases. In the year under review pension 
payments increased $5,558,000, and after-care accounts by 
$1,280,000, thus making a total expenditure on these two 
accounts of over 55 millions in the year under review. Since 
the outbreak of hostilities the Dominion has paid $460,000,000 
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on account of European war pensions, and 182 millions for treat- 
ment and after-care of returned soldiers. In addition, sundry 
expenditures on account of soldier land settlement adminis- 
tration, battlefield memorials, the Imperial War Graves Com- 
mission, ete., amount to $29,000,000. These items of expendi- 
ture reached a grand total of $671,000,000 to the close of the 
fiscal year. 

The increase of expenditures amounting to $1,265,000 on 
Post Office account may be divided into three groups. Approxi- 
mately $322,000 was expended in settling overdue accounts with 
the printing bureau. These overdue accounts had accumulated 
over a series of years, and at the close of the fiscal year a 
supplementary estimate was authorized by parliament to bring 
the accounts into balance. An increase of $570,000 in expendi- 
tures was due to the extension of air mail services and $375,000 
was spent in salary increases, mainly to those in the outside 
service. 

The expenditures on ordinary account by the Public Works 
department were $5,600,000 in excess of the expenditures in the 
previous year. Of this, the additional expenditures in con- 
nection with the erection and improvement of public buildings 
amounted to $3,425,000. On harbour and river works expendi- 
tures showed an increase of $2,100,000 as compared with the 
previous year. ‘ 

The expenditures in respect to the Maritime Freight Rates 
Act in 1929-30 were $7,400,000, and in the year under review 
they were $10,327,000. The increase divides itself under two 
heads: $627,000 was an account carried forward from the pre- 
vious fiscal year, having been received too late to be included 
in the accounts for that year, and the balance, $2,300,000, 
represented the additional amount payable as provided by the 
act for reductions in tolls and deficits on eastern lines. 


The expenditures in respect to penitentiaries increased by 
$676,000. During the year the penitentiary population 
increased 527, thereby requiring larger staffs and supplies. Of 
the increase, $125,000 represents expenditures in connection 
with the erection of a new institution which was established 
during the year. 


The Department of Trade and Commerce administers the 
Canada Grain Act, and during the year there was an increase 
of $1,085,000 in its expenditures over those of the previous 
year in connection with the providing of elevators at Lethbridge, 
Moose Jaw and Saskatoon. An additional $100,000 was spent 
on national research and $126,000 in connection with the Cana- 
dian display at the exhibition at Buenos Aires. 

29621—24 
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Unemployment Relief 


The special session of September last provided for the 
expenditure of $20,000,000 to relieve unemployment. As a 
result, at the close of the fiscal year, the contracts initiated 
in consequence of this legislation amount to $69,690,948, and 
at the end of March, 248,000 persons were employed. However, 
at the close of the fiscal year only a small portion of the total 
expenditures authorized had been presented for payment. In 
all, $4,431,000 was actually paid, the money being disbursed 
as follows: 


PS ope eee yh oe eR Saas atar ae $ 186,600 17 

Bripish Colum biases seen ee metas: 259,040 82 

IMisinigit@ D aive strcken en seus eri erent stakes 305,638 53 

INewi Bruns wiGlcencenmecet ccna a ctar ait 250,233 67 

INOVAESCODIAEN Crimea oe eee eeke eis eters 62,066 05 

(Ohaye haley ee ere Galea en OMe rome 1,219,433 18 

Prince: dward) Usland veces seen eee 21,529 88 

Quebec eases See ence ears 319,452 87 

Saskatchewantrans. .teecccnene enemas 535,698 95 

Mail CSE AES Gh Pon ee Star etc e ce 20,000 00 
——_—__—_——. $3,179,694 12 

Canadian: National Riyjencece eae 352,961 82 

Canadian Pacitie: Riviensee cco se oo. 345,420 00 

Grade Crossing Fund...........2....6. 500,000 00 

Parke Branch alin terioriee cme igi moherers 36,996 81 
—————_——— _ 1, 235,378 63 

ING INISEA ELON oes pecersie eid cae eae oie tan eter sree 16,582 32 


$4,431,655 07 


May I add the records show that at the end of April 
employment had been given to 25,000 additional persons as 
compared with those employed on March 31. 


A statement of the expenditures, by services, on ordinary 
account for the last five fiscal years now follows: 


ORDINARY EXPENDITURES, 1926-1927 ro 1930-31 


Items 1926-27 | 1927-28 1928-29 1920-80 | (yjarorined) 
, 3 $ $ $ $ 
Consolidated Fund Expenditure— 
Finance— 
Interestion debt.......5...-- 129, 675,367] 128,902,945] 124,989,950} 121,566,213) 121,289,844 
Subsidies to provinces....... 12,516,740} 12,516,740] 12,553,725} 12,496,959] 17,435,736 
Charges of Management...... 963, 252 884,532 923,363 1,015,766 920,136 
Premium, Discount and Ex- 
Changers. cence neee ees 24,013 42,233 67, 254 72,976 19,477 
Superannuation No. 1 (Act of 
AST) Sete On cae enw eeieae 677, 692 625, 005 577, 661 531, 253 492,101 
Superannuation No, 3 (Print- 
ANGSBULOAW) wy, a csaalcele ners 20,789 19,038 17,792 15,930 14,413 
Superannuation No. 4 (Act of 
MO2ZO apts Ngee t nia hears ction 770,121 728 , 825 671, 611 631, 293 592,846 
Superannuation No. 6 (Wi- 
ow? StAnnuitios) a, aacahecienl|setemeretetrces 130,946 140,570 142, 708 140, 167 
Civil Government............. 10,865,757) 11,576,140) 11,819,981) 12,258,009] 12,628,562 
Agriculture ee ilabnierantteinisiarsemut cies 5, 838,941 6, 487, 766 7,201,566 9, 286, 746 9,143,977 
(SHOE rIeSsee. cet nea ea Seer 1,437,179 1,751,147 1,974,118 2,274,294 2,261,817 
TR MISTAHION, ipcidea scene cogs oe 'v 2,338,992 2,704, 698 2,631,967 2,107,008 2,255, 249 
iets AM alnahr pits eee ae 3,869,394 4,199,541 4,598, 292 5, 134,553 5, 866, 219 
nterior— 
Dominion Lands and Parks. 4,251, 663 4,082,752 4,986, 962 5,479, 835 4,967,569 
Scientific Institutions........ 717,000 733,919 793,594 816,515 817,052 
Government of N.W. Terri- 
LOnIeS ha wrasathene aces 233,541 249, 642 BH aye 434,789 545, 605 
Government of Yukon Terri- 


Wegacarntenandaonponsames 189, 120 178,511 184,181 186,374 201,451 
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ORDINARY EXPENDITURES, 1926-1927 to 1930-31—Concluded 
aaa 


1930-31 


Items 1926-27 | 1927-28 | 1928-29 | 1929-30 | ynreyised) 


a | | 


— 


; $ $ $ $ $ 
Consolidated Fund Expenditure— 
Concluded 
Justice— 
Administration............-. 2,201,141 2,190,810 2,203, 209 2,198,909 2,214,268 
Penitentiaries..............++ 1,685,556} 1,755,763| 1,807,655) 2,561,115) 3, 236,816 


— 
Technical Education......... 1,047,536 965,955} 1,152,165 413, 287 391,397 
Old Age Pansions:....<55sncihoes kien hs 131,452 832,687} 1,537,173] 5,658,143 
Administration, ete.......... 404, 879 313, 620 364,819 415,939 509, 980 

Legislation— 

Senate, House of Commons, 
OUG, . guse ees Sees Marana te 


2,699,262} 1,995,707] 2,264,008) 2,202,633) 2,427,781 
1,844,536 45,485 62,454 26,292} 2,234,767 


2,566,730] 3,749,105) 3,683,256) 5,136,332 3,638,911 


2,463,558} 2,771,031] 2,812,900} 2,874, 623 3,391,875 
243, 233 270,276 287,908 316, 706 367,620 
121,961 131,065 141, 485 140, 253 143,763 
558, 695 624,184 679,179 805, 748 789,327 


9,141,220] 10,151,975} 11,044,334) 11,032,749) 10,979,659 
1,597,407; 1,702,225} 1,836,488) 3,013,396 3,597,591 
2,197, 645| 3,891,861) 5,040,505) 5, 920, 670 7,151,163 

149,779 116,199 102,735 226,952 103,562 


137,779 142,736 138,715 140,161 217,521 
10,130,430] 11,801,331] 12,876,760} 13,130,611) 13, 206,442 
37,902,939} 39,778,130] 41,487,323] 40,406,565 45, 964, 868 


Marine— 
Ocean and River Service.... 
Lighthouse and Coast Ser- 


Scientific Institutions........ 
Steamboat Inspection........ 
Mines... ... scans eceresawerest 
National Defence— 
Militia Services............-- 
Naval Service............«-: 
Air Services: )..4..s5 ecole 
General Services............. 
Government of N.W. Terri- 
COFIOR... Sete pts gees Ee Se 


Pensions, War, etc......-.-..+- 
Pensions and National Health- 
Treatment and after care of 
returned soldiers,.......... 
Waal Sot cana 
Post Offies 3. 3 Jaco eee severe 
Publie Works— 
Charges to Income........... 
Charges to Collection of 


6,976,762} 6,958,811] 7,901,957) 8,494,277) 9,775,228 
95, 219 771,435 924,003} 1,021,371 943,384 
31,007,698] 31,782,968] 33,483,059] 35,036,629] 36,292, 604 
11,178,054) 14,037,366] 17,003,254| 18,134,359] 23,763, 284 
918,580 942,544 939, 985 924,110 936,020 


Berar ae 3,471,401] 7,177,538] 7,401,034) 10,327,457 
1,581,688] 2,366,744] 1,120,376) 1,279,867| 1,199,560 


2,152,015} 2,535,361] 2,405,272) 2,459,990} 2, 911, 228 
2,097,887} 2,300,439]  2,600,525| 2,901,817) 2,957,087 


Railways and Canals— 
Maritime Freight Rates Act. 
Other Charges to Income.... 
Charges to Collection of 

Revenue. .......22 50 -seeeee 
RuiGaMs Police... 20% cease 
Soldier and General Land 

Settlement Administra- 

Pt eee eee ere 

Trade and Commerce— 
Canada Grain Act, Exhibit- 
fons, CtC......... 0 eee e eens 
Bounties, Copper Bars, ete... 
Mail Subsidies and Steam- 


1,250,787) 1,334,008} 1,441,951) 1,362,122) 1,300,148 


4,168,047] 4,015,985) 4,476,131) 4,894,120) 6,585,958 
164,791 82,807 79,290 40,030 92,181 


ship Subventions........... 1,008,999 844,591} 1,026,375] 1,083,437) 1,314,169 
Other Expenditures............ 4,863,799| 6,385,211) 7,104,311) 5,054,973} 5,344,739 
Unemployment Relief.........)-..-eeeceeee|becceeveeere|eceereteceeelenscrrrrsers 4,431,655 


Total Ordinary Expenditure.| 319,548,173] 336,167,961) 350, 952,924| 357,779, 794 393,992,377 


ne EEETEEEEDEEEREEE 


Expenditures on Capital Account 


Parliament, for the fiscal year 1930-31, appropriated the 
sum of $33,484,000 for capital expenditures. In the year 
$28,222,000 was actually expended on that account. These 
expenditures, for the purpose of convenience, may be classified 
under the following heads: (1) Railways, (2) Canals, (3) 
Public Works, and (4) Marine. 

Taking first the railways: On this account over $6,000,000 
was disbursed, and of this amount $2,500,000 was spent on the . 
Prince Edward Island ferry and terminals, and $4,137,000 on 
the Hudson Bay railway and terminals. The investment in 
the Hudson Bay railway and terminals at the end of the fiscal 
year amounted to $43,880,000. 
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The expenditures on canals amounted to $9,800,000, of 
which expenditures on the Welland ship canal represented 
$9,600,000. 

The expenditures in connection with Public Works capital 
account were largely those in connection with shipping, although 
at Ottawa $2,500,000 was spent on the new Confederation 
building and the National Research Council laboratories. The 
expenditure in connection with the Burlington channel, lake 
Ontario, amounted to $1,151,000, while over $3,000,000 was dis- 
bursed in connection with the lower lake terminals at Prescott. 
Expenditures of approximately $400,000 in each case were also 
made in connection with harbour improvements at the head of 
the great lakes and at Sorel. 


Of the capital expenditures of the Marine department, it 
may be said that practically all were in connection with the St. 
Lawrence ship channel, for $3,464,000 was spent on dredging the 
channel, ete., and $400,000 in the construction of regulating and 
retaining dams in the St. Lawrence river below Montreal. 


A summary of the capital expenditures for the past five 
fiscal years is: 


CAPITAL EXPENDITURES, 1926-27 ro 1930-31 
(000 omitted) 


1930-31 
—— 1926-27 1927-28 1928-29 1929-30 (un- 
revised) 
$ $ $ $ $ 

Canals soustessin sist iterleicaees 13,846 13, 763 13,164 9,324 9,846 
Railways. qaaasee oh aeneeneey 2,792 3,592 6, 302 6, 663 6,367 
Pulbblic Worlksta. cssneneene. 2,921 3,281 3,343 6,574 12,069 
TO LAleeece eee 19,559 20, 636 22,809 22,561 28, 222 


Special Expenditures 


The special expenditures amounted to $12,358,000. The 
most important item was $8,599,000 which represents 30 per 
cent reduction in soldiers’ indebtedness to the Soldier Settle- 
ment Board as authorized by chapter 42, Acts 1930: $2,067,000 
represents the government’s contribution to the civil service 
superannuation fund: $639,000 was spent on account of rail- 
way grade crossings, and $105,000 was the amortized discount 
on the loan flotation made in New York in October last. The 
other important item was the payment of $500,000 for civilian 


war claims—in the previous fiscal year $6,700,000 was dis- 
bursed on this account. 
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A summary of these expenditures compared with previous 
vears is: 
SPECIAL EXPENDITURES, 1926-27 70 1930-31 


(000 omitted) 
———————————————————————————————————“a—X—Y——S0—0O08 ——aMm@_[—999[{Oan9]] 
1930-31 
— 1926-27 1927-28 1928-29 1929-30 (un- 
revised) 
$ $ $ $ $ 
Adjustment of war claims... . 242 1,861 120 95 111 
Cost of loan flotations........ 3,278 13 ll 17 193 
Miscellaneous charges......... 4,537 1,692 2,056 3,027 11, 554 
Reparations, claims for com- 
PONMAMOR Tc. b sa saa < Soe [owes oS tes ees act silted: ste eks 6,700 500 
FEoteild 2h. ts oo 8,057 3,566 2,187 9,839 12,358 


Loans and Advances Non-active 


The final group of expenditures are those which are treated 
as loans and advances, but, being non-interest producing, are 
treated as non-active, charged as expenditures of the year, 
and not treated as assets in establishing the net debt of the 
Dominion. In the year under review the amount advanced was 
$5,500,000. Of this $3,491,000 consisted of loans to the Quebec 
harbour commissioners, and $1,826,000 to the Canadian Goy- 
ernment Merchant Marine and the Canadian National (West 
Indies) Steamships, this being the amount required to meet their 
deficits. 

A comparison of the loans and advances non-active for the 
past five years is: 

LOANS AND ADVANCES (NON-ACTIVE), 1926-27 ro 1930-31 


(000 omitted) 
os 1926-27 1927-28 1928-29 1929-30 1930-31 
$ $ $ $ $ 
Loans to Canadian National 
Se 8G OR ee Pee DO DOG hes prak eras sialscragustecctays DOB8 Meee sites. cats 
Loans to Canadian National 
Staamuhins.. . tude. «aes see 427 1,000 758 2,491 1,827 
Loans to Quebee Harbour 
Commissioners...........-. 680 1,458 2,888 2,821 3,491 
Miscellaneous non-active ac- 
COUN SEN ddd Add dt 5 Fe 2G ise Se; Sass ee ere 17 170 
Accounts carried as active as- 
sets transferred to non-active 436 16,035 DOROOD) lathes Fe sheep bss sae 
otal’ vi Masses 11,569 18,493 13, 646 8, 262 5,488 


Summary 1930-31 Operations 


Grouping the 1930-31 expenditures together, it will be 
observed that total expenditures amounted to $440,060,657, as 
compared with $398,442,247 in the previous year. With re- 
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spect to these expenditures, it may be said that for none of them 
is the present government responsible, with the exception of 
$4,431,000 for unemployment relief, $681,000 under governor- 
General’s warrants (mainly for ex-soldiers’ relief), $2,000,000 
for the Welland ship canal, $288,000 for Port Arthur and Fort 
William harbour improvements, and a number of smaller items 
included in the supplementary estimates brought down at the 
end of March, these amounting to less than $100,000. 


It will be noted that ordinary revenues were $44,398,879 
less than ordinary expenditures, and that total revenues were 
$83,844,358 less than total expenditures. It should perhaps be 
noted that $8,599,385 of this deficit is brought about by the - 
writing down of soldier land settlement loans advanced in 
previous years, so the balance, namely $75,244,973, is really 
the amount of the deficiency for the fiscal year period. Minor 
adjustments have yet to be made before the accounts are offici- 
ally closed, but the foregoing is anticipated to be within a few 
thousands of the final balances for the fiscal year 1930-31. 


CaprraL BORROWINGS 


The fiscal year under review was marked by a change in 
circumstances in respect of the national debt. For several years 
there had been a surplus of revenues over expenditures which 
could be applied to maturing obligations. Such was not the 
case in the past year. 


In January, 1929, the Canadian National Railways were 
in need of money for capital requirements and, as will be re- 
called, interest charges were then at abnormal heights. The 
government, therefore, between that date and May, 1980, 
advanced to the railways $33,000,000, taking demand notes as 
security. In June, 1930, the Canadian National Railways 
carried out a borrowing operation and repaid the Dominion 
$11,839,458, leaving a balance of $21,160,542 payable to the 
Dominion. On July Ist, with $5,000,000 thus received, the 
government repurchased $5,000,000 at par of the 4 per cent 
treasury notes which were to mature on December Ist, 1930. 
This transaction represented a net saving of $83,000 in interest. 


Last autumn, the New York money market for railway 
securities was unreceptive, but, with the company reporting 
deficits each month and with large capital undertakings of the 
railway proceeding, provision had to be made for the com- 
pany’s financial requirements. The Dominion decided it was in 
the public interest to continue the providing of funds for the 
Canadian National and in October sold to a syndicate, headed 
by the Chase Securities Corporation and the Bancamerica-Blair 
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Corporation of New York, an issue of $100,000,000, 4 per cent, 
thirty year bonds, but callable at the end of twenty years. The 
amount realized was $93,646,000, or a cost of approximately 4°38 
per cent. This rate is the best which has been secured by the 
Dominion for any long-term financing since the outbreak of the 
war. 

The sum of $10,000,000 was immediately advanced to the 
railways and before the end of December a further $15,500,000 
was loaned to the company. , 


Due to the fact that the requirements of the railways had 
made it necessary for the government to make a large public 
offering earlier than had been planned, the Dominion did not 
require to refinance immediately all of the $45,000,000 of three- 
year treasury notes which matured on the 1st of December. 
It was found practicable to retire, permanently, the $5,000,000 
which had been purchased on the previous first of July, and a 
new loan was arranged with a group of Canadian banks. An 
issue of four per cent two-year treasury notes for $40,000,000 
was authorized; $13,300,000 was sold on December 1st, $10,000,- 
000 on January Ist, and the balance, $16,700,000, on February 
15th. 


INVESTMENT oF ScHooL LANps FunpD 


The transfer of the natural resources to the three prairie 
provinces during the past fiscal year vested the responsibility 
for the administration of the school land funds in the three 
provincial governments. The Dominion Lands Act provides that 
sections eleven and twenty-nine in every surveyed township in 
Manitoba, Saskatchewan and Alberta, shall be set aside as an 
endowment for purposes of education in those provinces. The 
act also provides that all moneys, from time to time, realized 
from the sale of such school lands shall be invested in securities 
of Canada and the interest arising therefrom, after deducting 
costs of management, shall be paid to the provinces towards the 
support of schools organized and carried on in accordance with 
the laws of such province. 


The agreements with the provinces, as ratified at the last 
general session of parliament, provided that the transfer of these 
moneys might be either by cash or securities. The amount in- 
volved was over $33,000,000. 


Until 1917, the fund moneys were carried in the cash working 
accounts of the Dominion and 3 per cent interest was paid. The 
war had greatly altered money values, and the provinces sub- 
mitted a request for a higher rate of interest. This was granted 
by the government of the day, on the authority of an order in 

29621—3 
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council dated June 7th directing that the moneys, then in the 
fund, be invested in the 5 per cent debenture issue which had been 
created in 1916 and which would mature on the Ist of October, 
1919. ‘ 

In 1919 the government, by order in council dated March 
12, directed that the moneys which had accumulated in the 
interval be invested in the 1916-1919 debenture issue. On 
December 1, 1919, an executive direction was given that the 
moneys of the fund be invested in debenture stock to mature on 
October 1, 1922. The rate was again 5 per cent. 


On September 25, 1922, an order in council was passed 
which, after reciting the December 1, 1919, order in council, 
continued: 

In view of the approaching maturity of the said debenture stock, the 
minister recommends that authority be given to continue the payment 
of interest at the rate of five per cent per annum on school land funds 


held from time to time by the Minister of Finance in trust for the 
provinces of Manitoba, Saskatchewan and Alberta. 


No further action was taken and the records do not disclose 
the reason. Whatever may have been the cause, the fact is that 
when the present administration took office the fund was in 
the same state as in 1922. The amount was entered annually in 
the public accounts as a liability of the Dominion; five per cent 
interest was being paid and there was no dispute as to the 
amount which was to be paid, but there were no certificates 
which could be transferred to the provinces. 


The provinces were consulted to ascertain whether they 
desired settlement in cash, or the transfer of the fund by 
securities of Canada. It was agreed that, until an arrange- 
ment could be made, the Dominion would continue to pay interest 
at the rate of 5 per cent. Early in April last, representatives 
of the provinces met with the Dominion and it was arranged 
that a new debenture issue would be created for the amount 
of the capital account of the fund on the dates of the transfer 
of the resources to each of the provinces. This has been done, 
and the provinces receive certificates for the following amounts: 


Manto DA hae yned SARUED, Aeit) Me eh pa era ee dekh See $ 5,919,862 65 
Sask atelie wenescec ty. tes se eee eae ae cee ene a 17,809,039 00 
MANTIS OT GA Seite arctayhenr so Se ove tite eta ee Nee tage ea i 9,564, 569 20 


$33,293,470 85 


The maturity date is July 1, 1934, and the interest is at 
the rate of 5 per cent, payable half-yearly on the first of July 
and January. 
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$25,000,000 Maruriry 


While the actual settling of the $25,000,000 loan which had 
been obtained in New York in 1916 took place on the first day 
of the present fiscal year, might it be pointed out that the 
financial operation of last fall provided the money for that 
purpose. The loan was a five per cent issue, while the cost of 
the re-financing was at the rate of 4°38 per cent. This means 
a saving in the annual interest charges of $155,000. 


1931 CoNverRSION LOAN 


The only funded debt to be refinanced in the present fiscal 
year is the $52,929,600 falling due on October 1, and the success 
of the conversion loan recently completed leaves less than 15 
millions to be refinanced. At the present moment it would 
appear that this can most profitably be done by the use of 
treasury bills. 

The debt conversion operation, which commenced on May 
11, 1931, does not properly belong to a review of the financial 
operations of the last fiscal year, but it is a matter of general 
interest at the present time. The basis was: in exchange for 
bonds maturing in 1931, 1932, 1933 and’1934, new securities 
were given, bearing interest at the rate of 44 per cent per annum, 
and maturing twenty-five years after the due date of the bonds 
surrendered for conversion, the Dominion having the right to 
redeem after fifteen years. The holder was, naturally, guar- 
anteed all the benefits, including difference in interest rate, 
associated with his old bond to the date of its maturity. The 
first offer to the public was for $250,000,000. The success of 
the operation was assured at the close of business on the first 
day, and it became necessary to increase the amount the gov- 
ernment was prepared to accept for conversion. The sub- 
scription books remained open until the advertised closing date, 
Saturday, May 23. It was a remarkable success, it being esti- 
mated that approximately 640 millions were converted. Until all 
adjustments are made and the overseas subscriptions actually 
delivered to the department, a final statement cannot be pre- 
sented, but at the moment the report is: 


Amount 


Total amount surrendered 
Year of maturity of loan for 
Conversion 
$ $ 
LOGE See cdeac grey seud + Back eee tn Jaa oa 52,929, 600 38, 762,500 
IDG B c naisitbed us veat tes cone ae ee ns eke esis 73,020, 150 37,011,400 
BOSS i. Pita ch SUSAR AIG eee eae 446,659,950 272,989, 100 
AO SP ee ee eee ee ee ae eee 511,910, 650 278,703,500 
1,084,823, 350 627,466, 500 
Not vet distribiited As to tiitirity........0.05.0ccstokeaeercecaelele 12,350,000 
639,816,500 
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The Dominion sponsored the conversion operation and paid 
a commission of one-half of one per cent, except on conversions 
of bonds maturing on October 1st, 1931. No commission was 
paid to any one for the $38,000,000 of bonds of this issue which 
were surrendered for conversion. 


Raitways, STEAMSHIPS, AND HarBouR COMMISSIONS 


The financial provision which it was necessary to make 
in the fiscal year for the Canadian National Railways and 
Steamships, and the various harour commissions, reached im- 
portant dimensions. So far as capital expenditures are con- 
cerned, they represent the carrying out of the extensive pro- 
erams of construction approved by parliament in previous 
sessions, and where payments have been required for operating 
deficits, the amounts naturally reflect the unfavourable business 
situation. 


Canadian National Railways 


The accounts of the Canadian National Railways for 1930 
have been presented to the house. The company failed to earn 
its fixed charges to the public by $29,219,738. This figure is 
exclusive of the operations of the eastern lines and of the accruing 
interest on the cash advances of $604,000,000 which the govern- 
ment has made to the company in previous years. 


The deficit on the system, exclusive of eastern lines, was 
financed by the company and is not reflected in the government 
accounts for this year. 


The general budget of the railways for 1930, which included 
provision for deficit, general additions and betterments and 
miscellaneous debt retirements, amounted to $63,010,400.85, 
of which $51,600,000 was authorized at the 1930 session and the 
balance, $11,410,400.85 was passed at the present session as 
a supplementary provision to cover over-expenditure due to the 
unanticipated falling-off in receipts. In respect of these require- 
ments, guaranteed bonds to the amount of $51,600,000 were 
issued and the sum of $11,410,000.85 has been financed tempor- 
arily by a bank loan. 


. The expenditures just referred to do not include those 
incurred on branch lines and terminals authorized by special 
statutes. For these purposes the actual expenditures in 1930 
amounted to $21,112,073, financed from the proceeds of guar- 
anteed bonds. The total amount of bonds issued in the past 
fiscal year for these purposes was $32,577,779, a substantial 
amount having been provided for expenditures on these 
accounts in 1931. 
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For the purposes mentioned above and to refund certain 
maturing and temporary loans, the company issued $120,000,000 
of securities in the period of our fiscal year to which the guar- 
antee of the government, in accordance with the authorization 
of parliament, was given. An issue of $50,000,000 43 per cent 
25-year bonds was sold in June, 1930, and an issue of $70,000,000 
43 per cent 25-year bonds was sold in February, 1931. 


The following statement summarizes the purposes for which 
these issues were made and the total amount of securities issued 
in each case: 

CANADIAN NATIONAL RAILWAY COMPANY—GUARANTEED 


BOND ISSUES, 1930-31 
a ee 


Authority — Securities 
issued 
$ $ 

Railwav loan appropriation, 1930 budget..........]........0.e0000. 51,600,000 00 
Special Projects— 
Branch lines construction: 

Special acts, 1927-30 program................005 226,166 83 

Special acts, 1929-32 program................... 13,524,749 04 

Toronto Terminals Railway Act................ 3,650,000 00 

Canadian National Montreal Terminals Act.....| 12,300,000 00 

Northern Alberta Railways Act................ 1,589,904 62 

St. John & Quebec Railway acquisition......... 1,286,959 00 

———————|__ 32,577,779 49 

Refunding— 
Temporary loan, railway loan appropriation, 1929 

bidgeetictd eeusn. Bisse seein! 65) 7,171,181 67 
Canadian National (Central Vermont) F inancing 

Att TGSOlS 3 oe eee ie tee Se ee A 8,609,000 00 
Canadian National Refunding Act, 1930........... 20,042,038 84 

—_ 35,822,220 51 


120,000,000 00 


As in former years the company financed the purchase of 
new equipment to the extent of seventy-five per cent of the 
cost thereof, by the sale of equipment trust certificates not guar- 
anteed by the Dominion government. An issue, authorized in 
June, 1930, of $15,750,000 44 per cent certificates was made for 
this purpose. 


Canadian National Steamships 


The operating loss on the Canadian Government Merchant 
Marine, Ltd., 1930, involved a cash payment by the govern- 
ment of $834,210.89. We were also called upon to advance 
$992,730.62 to the Canadian National (West Indies) Steam- 
ships, Ltd., this amount being the cash deficit resulting from 
the 1930 operations of the company after absorbing the contri- 
butions made by the colonies under the West Indies trade agree- 
ment towards the cost of the service. The sum advanced does 
not, however, represent the whole cost of this service which, 
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including depreciation, amounted to $1,362,655 in 1930. ‘The 
operation of these two organizations in 1930 resulted in a charge 
of $1,826,941.51 on the government accounts for the year. 


Harbour Commissions 


Advances to harbour commissions on capital account for 
the development of port and terminal facilities, totalled $15,606,- 
600. The following statement shows the amount advanced in 
1930-31 to each of the commissions: 


Advances, 
1930-31 
(Olin tecih vast Pee eae eee ER enact an OO plo dori Car zOe uc $ 846,000 00 
PTalita scot cae cA oc mttaer eiccoet sees atare Meretenertraatetstshaucteralele 3,539,000 00 
Mion treallly. ters ctttvive ns micvoerera excterscertckovaterener veneer sveraueVeveferels (xsretcrseererss 2,291,000 00 
(OVelesceronbt snSeondooe. bomons aon ooodumecp oan soe uRoD Ie no JOC 3,491,000 00 
SFB) fol ai bees 5 Ae Me nES Fo Croc coaimaneeiboonocdas Gory ood 1,094,000 00 
DHINOG MEGLVOL ES: acne crore era eteeeior oscistinyaceferaiescrenalonanets ekeRetertateatere Ls 1,543,600 00 
Wan@ou vier bccn ite csto cn eile oersearete karate eye Goted Nel eatabalierereer acs 2,802,000 00 


$15, 606, 600 00 


In July, 1930, the sale was made of a further $500,000 5 
per cent guaranteed bonds of the harbour commissioners of 
Montreal for purposes of the Montreal harbour bridge, bringing 
the outstanding debt for that project to $19,000,000. The 
revenues of the bridge in 1930 were not adequate to meet the 
interest charges and, consequently, on November 1, 1930, the 
government was called upon to implement its guarantee to the 
extent of providing $170,000. 


CanapIAN Farm Loan Boarp 


During the year, the government advanced $2,600,000 to 
the Canadian Farm Loan Board, being the balance of the 
$5,000,000 initial capital which the act provided that the gov- 
ernment should supply for the operations of the board. Sub- 
scriptions to capital stock of the board under the terms of the 
scheme, involved a further payment of $199,839. Apart from 
the initial capital subscribed by the Dominion government and 
capital stock subscriptions made by the Dominion and provin- 
cial governments and the borrowers, respectively, the board is 
to be financed by the issue of farm loan bonds to be sold either 
to the public or to the Minister of Finance. In view of the 
difficulties at the moment of securing a favourable market 
reception for farm loan securities, the government has under- 
taken to purchase on a 5 per cent basis farm loan bonds to 
finance the 1931 operations of the board. The. amount of bonds 
purchased prior to the end of the fiscal year was $300,000, 
bringing the total capital furnished by the government to the 
board in the year, to $3,099,839. 


23 


Condensed Cash Statement, 1980-31 


The transactions involved in the year’s operations are now 
summarized in the condensed cash statement which follows: 


CONDENSED CASH STATEMENT, DOMINION GOVERNMENT, 
1930-31 


Receipts— 
Cash balances in banks, March 31, 1930.................5 $ 27,991,597 06 
Loans and advances repaid: 
Canadian National Railways temporary 


L6On 5 << cts. SO SR Be S. $ 21,060,541 78 
Provincial Housing Loans. 639,515 00 
Government of Greece................. 225,000 00 
Soldier Settlement Loans.............. 285,904 06 
————_—————_ 22, 210, 960 84 
Loan Accounts Receipts: 
4 per cent 1930-60 New York Loan pro- 
G00GS.. Bm WE. Sees <n cca deen 93,646,000 00 
School Lands Debenture Stock........ 509,000 00 
94,155,000 00 
Annuities, Insurance and Superannuation Funds—net 
BOGUS eae haan otos ie tn Sak 9,835,077 39 
Miscellansous Aceamts:..;.1.5.5>. steer eee 533,639 93 
Rovelities for year 1080-31. essay os 5 Se 356,216,299 00 


$510, 942,574 22 


Payments— 


Reduction in Liabilities: 
Post Office Savings Bank withdrawals $ 1,335,809 06 
Post Office Money Orders, etc., re- 


AOMHBOS. what Gost See aes oes 956,419 94 
4 per cent Treasury Notes redeemed. . 5,000,000 00 
Bonds and Stocks acquired for sinking 
Paris Ger Roe, os ee Be er 3,673,666 19 
Overdue bonds and stocks redeemed .. 203,874 50 
Overdue coupons redeemed............ 425,395 16 
—_—_——_—- $ 11, 595, 164 85 


Payments on Active Asset Accounts: 
Bonds acquired and held............., 1,034,805 56 
Loans to Harbour Commissioners. .... 12,115,600 00 
Loans to Canadian Farm Loan Board.. 3,099,839 00 
Bullion and Specie, increase in surplus 
Delliy acc weeete oe eee ee eee 5,090,776 58 
Ottawa Mint Bullion advance account.. 1,947,206 82 


23,288,227 96 

Expenditures 1930-31, exclusive of $8,599,385 Soldier 
Settlement Loans written off..............c.0ceceeeees 431,461,272 00 
Cash balances in banks, March 31, 1931................05 44,597,909 41 


$510, 942,574 22 


BaLtaANcre SHEET 


The assets and liabilities of the Dominion are set out in 
the balance sheet published in the public accounts: active assets 
comprising cash balances and specie accounts; loans and 
advances that are realizable or income-producing, and other 
miscellaneous accounts. These assets are taken as an offset 
against the gross liabilities of the Dominion in arriving at the 
net debt. The balance sheet also sets out non-active assets that 
are not considered as an offset against the gross liabilities, as 
they represent loans and advances that are neither realizable 
nor income-producing and the large capital expenditures made 
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on government-owned properties. Taking first the active assets, 
the statement is, and I think the house will be somewhat inter- 
ested in this statement of our assets that are regarded as having 
value:— 

ACTIVE ASSETS ON MARCH 31, 1931 


Gash balances banks. 9.ceat. cece crete eee ters aeons $ 44,597,909 41 
Specie Meserversrch scene eae ee $ 81,457,889 05 
Advances to Banks under Finance Act..... 6,500,000 00 
—————— __ 87,957,889 05 
loans tomerovinces for ELousing saan ener eee 10,671,687 72 
Loans to Foreign Governments: 
(GTCCCE ee SR eer ena 6,640,000 00 


FROUMMADIB =: ce eee ore 23,969,720 00 
———————— 30,609,720 00 
Loans to Harbour Commissioners: 


(Olsoouht tah Remeron macs gice han Sermo 2,161,000 00 
1G NNER NONE, oo tes Minette caterers ered 4,841,000 00 
iMonGreals eee eto ate eee 55,977,000 00 
Std Ohi Lae Nene eee cece ecole: 3,407,000 00 
Wali COUNVGK: cee poor er sta aero ton 20,607,900 00 
PHTESTRUIVCLB A aceoce ee eee aoa 1,679, 600 00 
—————————___ 88,673,500 00 
@anadiane harm loan Board eer e rer arn erence 5,608,862 00 
Soldier and General Land Settlement..................-50+ 48,150,885 44 
Seed! Grainand Relief Advances. sie ae eek iets 2,426,508 29 
Advances for Working Capital and 
Miscetlaneous— 
Advances to Royal Mint................. $ 4,221,401 34 
Canadian Government Railways, Open 
ANGISTOLes ACCOUNUSS teen ae een 15,748,921 60 
Miscellaneous Advances, etc............. 4,265,215 87 
Unamortized discount on 4 per cent loan, 


LOSO G0) amici seine se el atk ee een ene 6,248,100 00 
——————_ $ 30, 483, 688 81 


$349, 180,600 72 


I shall now make, as I think it is desirable, a short state- 
ment with respect to each of these items of active assets that I 
have just placed on Hansard. 


Cash Balance in Banks 


Cash balance in banks, $44,500,000 is the amount of cash 
at the credit of the Receiver General in the several banks at the 
close of the fiscal year. Of the amount $25,000,000 was paid 
out on April 1, 1931, to retire the 5 per cent Public Service Loan 
which matured in New York on that date. 


Specie Reserve 


Specie Reserve is the gold held by the Department of Fin- 
ance as security for Dominion Notes in circulation and Post 
Office Savings Bank deposits. At the end of the year this 
amounted to $81,000,000, an increase of $15,000,000 for the year. 


Advances to Banks Under the Finance Act 


Advances to banks under the Finance Act, amounting to 
$6,500,000, are made by issue of Dominion Notes against ap- 
proved securities deposited by the banks with the department as 
collateral. 
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Loans to Provinces for Erection of Houses 


Under authority of appropriations granted in 1919 and 1920 
advances were made to the provincial governments to encourage 
the erection of dwelling houses throughout Canada. The loans 
were repayable within twenty years and carried interest at the 
rate of five per cent per annum. Advances to the amount of 
$23,500,000 were made. Repayments received have reduced 
this to $10,600,000 on March 31, 1931, made up as follows: 


Bretrals Carma ee ce cc coc we ets ene Gam ata Beet ean eae ons $ 1,701,500 
Manitoba, etn: Se eee ted ce no ea eters feb labictn amt eke 1,475,000 
Worm eranyitkc is oars ce ens he ea neste tlic > ep ay oa nore 1,057,000 
INEPT SCO Se es a MARTE wis Rove aE RR cern Rtcars OR Oooh 1,017,000 
CeIn Bae ied tes cians eh rade cans aaaas oa aan ia epee ae Sie dagn snr oar is, OE 
Paysite cyl ages peabi 21:5) (0 aa aye cae le A, panied ete Ran = ae 36, 500 
ugha fe eet ee ian. Aitecciess §- apld vad csaidanidioe is ombl de arts 5, 384, 688 

$ 10,671, 688 


Loans to Foreign Governments 


Following the termination of the Great War, the Dominion 
government made available to certain foreign governments 
credits for the purchase of Canadian products. A number of 
the countries that took advantage of these credits have already 
repaid the amounts advanced. There is still $6,600,000 owing 
by the government of Greece, and $23,900,000 by the govern- 
ment of Roumania. Arrangements were made with the govern- 
ment of Greece in 1924 which provided for semi-annual pay- 
ments on account of principal so that the debt will be retired 
by 1948. Interest at 5 per cent and redemption payments have 
been made when due. 


The Roumanian debt was funded in 1922 on a 4 per cent 
basis, and since then interest has been paid regularly. These 
bonds mature on April 1, 1968, and a provision is made for a 
sinking fund to redeem them on or before the due date. 


Loans to Harbour Commissioners 


Prior to 1921 the policy had been to provide for necessary 
harbour improvements by direct government expenditures, ex- 
cept at the ports of Montreal and Quebec to which the funds 
required were loaned by the government. In 1921 the Harbour 
Commission of Vancouver was added to those receiving aid by 
way of loans. Harbour commissions at Chicoutimi, Halifax, 
St. John and Three Rivers have since been added to the list. 
The amount which had been so loaned is carried as an active 
asset, and reached the figure of $88,600,000 on March 31, 1931. 
This is exclusive of advance to the Quebec Harbour Commission 
which is carried as a non-active asset. 
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Canadian Farm Loan Board 


The financial requirements of the Canadian Farm Loan 
Board have been met from the federal treasury and the board 
has, so far received $5,600,000. This is made up of $5,050,000 
of initial capital and advances; $250,000 in subscriptions to 
capital stock, and $300,000 in purchase of farm loan bonds. 


Soldier and General Land Settlement 


The Soldier Land Settlement Act of 1919 provided for the 
granting of financial assistance by way of loans to returned 
soldiers who were desirous of settling on the land. Up to the 
31st of March, 1931, loans to the amount of $116,500,000 were 
granted, against which $32,800,000 has been real:zzed. As the 
major portion of the advances was made at a period of inflated 
values it became necessary to afford measures of relief. Ac- 
cordingly in 1925, 1927 and 1930 the Soldier Land Settlement 
Act was amended to provide for reduction in the amounts of 
loans outstanding to settlers. As a result of these amendments 
$18,900,000 has been written off to Consolidated Fund. 


Substantial losses have been experienced in resale of farms, 
stock and equipment that reverted to the board. To provide 
for these losses $16,600,000 has been transferred to non-active 
assets. There is left $48,200,000 as an active asset out of a net 
capital investment of $83,700,000. 


Seed Grain and Relief Advances 


Advances for seed grain and relief have been made from 
time to time to needy settlers in western Canada. These ad- 
vances are repayable with interest, and, on March 31, 1931, 
$2,400,000 was carried in the account as realizable and this 
amount only is being carried as an active asset. 


Advances for Working Capital and Miscelianeous. 


The remaining assets carried as active total $30,400,000 
under the general heading of advances for working capital and 
miscellaneous. The chief items under this category are amounts 
advanced to the Ottawa Mint for purchase of precious metals, 
the stores and open accounts of the Canadian Government Rail- 
ways (now entrusted to the Canadian National Railways for 
operation) and the unamortized discount on the 4 per cent 
1930-60 loan sold at a substantial discount, which will be ab- 
sorbed over the life of the loan by annual charges to income, 
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LIABILITIES 


The liabilities of the Dominion as of March 31, 1931, may 
be summarized as follows: . 


LIABILITIES OF DOMINION ON MARCH 31, 1931 


Dominion Notes Outstanding...............-- bot aaa tes $141, 066,256 69 
Bank Circulation Redemption Fund...............++20000 6,788,162 46 
Insurance and Superannuation Funds: 
Government Annuities. ..............++- $ 28,306,954 65 
Insurance Fund, Civil Service............ 6,373,647 19 
Insurance Fund Returned Soldiers 9,249,236 10 
RAGrereens Lun orca ass. seis or ae 6,271,610 87 
Superannuation Funds..............++06+ 35,056,489 12 
————— 80,257,937 93 
Trust Funds: 
Pncinn Bianca eenn oe ye eek ewes Mewes $ 13,764,581 06 
Common School Funds ; 2,668,449 17 
Contractors’ Securities Deposit: , 1,712,817 35 
Other Trust Funds............. Aes 2,473,324 90 
———————— 20,619,172 48 
Contingent and Special Funds. ...........2c5ceeseeeseeees 1,285,406 40 
Post Office Money Orders, Postal Notes, ete., outstanding. 4,135,347 92 
Prey gies A AOCIINEN Sau oo ota ncn dos Sisisos mit aig eerers 9,623,816 77 
Post Office Savings Bank deposits..........-..--.+++--2-0 24,750,226 97 
Funded Debt—Unmatured..............+. $2,319,279,007 20 
Matured but not presented 
1OT DAVTBONG. 6224 cose oles 555,882 04 
———_—____——. 2,319,834,889 24 
Interest coupons matured but not presented for payment... 2,427,700 58 
*Poytel PARES * = oe chesney votes: ised haset Sane $2,610,788,917 44 


It may be well to make a brief explanation of these items. 
I may say, Mr. Speaker, that part of this labour is taken 
because this is a new parliament and there are a large number 
of young members who seem to take considerable interest in the 
financial structure of the country. Therefore I thought it desir- 
able that they might have this record of the position as it 
existed on the 31st March, 1931. Although this has involved 
a very considerable amount of labour, I think they will regard 
the information thus afforded as being of value to them when 
they are considering the public questions of the country. 


Dominion Notes Outstanding 


At the close of the fiscal year, Dominion notes in circulation 
amounted to $141,000,000. This is a reduction of $33,000,000 
in the amount of notes outstanding at the commencement of 
the year. The decrease is more than accounted for by the 
reduced demands of the banks for notes under the Finance Act, 
which dropped from $50,200,000 at the commencement of the 
year to $6,500,000 on March 31, 1931. During the same period, 
the gold held as security for the redemption of the notes 
increased from $63,000,000 to $80,000,000, so that, while on 
March 31, 1930, gold reserves represented 36-30 per cent of 
the total notes in circulation, this percentage was increased to 
56-90 per cent on March 31, 1931. 
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Trust and Special Funds 


Each year the Dominion government derives substantial 
receipts from trust and special funds. These funds are not ear- 
marked in any way, but are deposited in the general cash fund 
and are used to meet the current financial requirements of the 
government. These deposits create a liability which the govern- 
ment will be required to meet by future disbursements. During 
the past year the treasury received a net amount of $10,000,000 
from these sources. The amounts standing at the credit of these 
accounts on March 31, 1931, were: 


Bank: Circulation Redemption: Hunde. sane eee $ 6,788,000 
Government Annuities, Insurance and Superannuation Funds... 80,257,000 
MOG bRcT eM okaKO Uc ON 9 ORL a oe Oe ete eS A Se dirs ttm okic ooo. 20,619, 000 
Continaent andi special tuncdstnacrie cae eae eerie ae 1, 285, 000 
Post Office, Money Orders, Postal Notes, etc., outstanding..... 4,135,000 


$113,084, 000 
Province Accounts 


In the Dominion books, a liability of $9,623,000 is carried 
representing the capital debt assumed by the Dominion when 
the provinces entered confederation in respect of the assets 
taken over. The obligation is discharged by annual interest 
payments forming part of the subsidies. 


Post Office Savings Bank Deposits 


Deposits in the post office savings banks have continued 
to decrease. The reduction for the year amounted to $1,300,000, 
leaving deposits of $24,750,000 on March 31, 1931. 


Matured Funded Debt and Interest Unpaid 


As at March 31st, our accounts carried as a_ liability 
$555,000 for unpresented matured bonds and $2,400,000 for 
matured coupons outstanding. 


Unmatured Funded Debt 


The unmatured funded debt on March 31, 1930, was 
$2,319.000,000. This shows an increase of $92,000,000 compared 
with the debt on March 31, 1930, but in the issue that was 
floated in New York last October, provision was made for the 
retirement of the $25,000,000, 5 per cent public service loan 
which matured on April 1, 1931, after the end of the fiscal year. 
When allowance is made for this retirement, the increase is 
reduced to $67,000,000. 

Sinking Fund 

Provision is made for a sinking fund contribution of one- 
half of 1 per cent per annum on $254,000,000 of sterling debt 
payable in London. 

The annual contribution of $1,272,263.57, together with the 
interest derived from the bonds and stocks held, are invested 
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each year by the Bank of Montreal, London, acting as fiscal 
agent for the government. There is no sinking fund provision 
for the remaining $57,215,000 of sterling debt outstanding, The 
total investments on account of sinking funds on March 31, 
1931, was $59,700,000, of which $3,670,000 was purchased during 
last year. 

After the three 5 per cent domestic war loans were issued 
in the years 1915 to 1917, a sinking fund of one-half of 1 per 
cent per annum was authorized by the governor-in-council. 
Certain investments were made on account of this sinking fund 
but purchases were discontinued when the bonds sold above par. 
No sinking fund provision has been made for the remaining 
domestic issues nor for the issues made in New York. 


A statement showing the unmatured funded debt and the 
annual interest charges thereon follows: 


UNMATURED FUNDED DEBT OF DOMINION AT MARCH 31, 1931, 
AND ANNUAL INTEREST CHARGES THEREON 


Date of + Where Amount Amount 
Maturity Name of Loan| Rate Payable of Loan Interest Charges 
% $ cts. $ cts. 
1931—April 1|PublicService] +5 |New York.. 25,000,000 00 1,250,000 00 
Loan 1916. 
Oct. 1/War Loan 75 |Canada..... 52,929,600 00 2,646,480 00 
1916-31. 
1932—Nov. 1|Renewal Loan| 53 |Canada..... 73,323,150 00 4,032,773 25 
1922. 
Dec. 1/Two Year 4 |Canada and 40,000,000 00 1,600,000 00 
Notes. New York 
1933—Nov. 1|Victory Loan} +53 |Canada..... 446,659,950 00 24,566,297 25 
1918. 
1934—June 1/Loan of 1884.. 34 |London..... 23,467,206 27 821,352 22 
Nov. 1/Victory Loan 53 |Canada..... 511,910,650 00 28,155,085 75 
1919. 
1935—Aug. 1|Bond Loan +5 |Canada and 874,000 00 43,700 00 
1915-85. New York 
1936—Feb. 1|Loan of 43 |New York.. 40,000,000 00 1,800,000 00 
1926-36. 
1937—Mar. 1|War Loan +5 |Canada and 90,166,900 00 4,508,345 00 
1917-87. New York 
Dec. 1|Victory Loan] 75} |Canada..... 236,299,800 00 12,996,489 00 
1917. 
1938—July 1}Loan of 1888.. 3 |London..... 8,071,230 16 242,136 90 
July 1)Loan of 1892.. 3 |London..... 18,250,000 00 547,500 00 
July 1)Loan of 1894.. 3 |London..... 10,950,000 00 328,500 00 
July 1/C.P.R. Loan.. 34 |London..... 15,056,006 66 526,960 23 
1940—Sept. 1/Refunding 43 |Canada..... 75,000,000 00 3,375,000 00 
Loan 1925. 
1943—Oct. 15) Refunding 5 |Canada..... 147,000,100 00 7,850,005 00 
Loan 1923. 
1944—Oct. 15) Refunding 44 |Canada..... 50,000,000 00 2,250,000 00 
Loan 1924. 
1946—Feb. 1\Refunding 44 |Canada..... 45,000,000 00 2,025,000 00 
Loan 1926. 
1947—Oct. 1|Loan of 1897.. 24 |London..... 4,888,185 64 122,204 64 
1950—July 1|Loan of 34 |London..... 137,058,841 00 4,797,059 48 
1930-50. 
1952—May 1)\Loan of 5 |New York.. 100,000,000 00 5,000,000 00 
1942-52. 
1960—Oct. 1/)Loan of 4 |London..... 93,926,666 66 8,757,066 67 
1940-60. 
Oct. 1|Loan of 4 |New York.. 100,000,000 00 4,000,000 00 
1930-60. 
Demand..... Debenture 5 |Canada..... 33,129,000 00 1,656,450 00 
Stock eo oe Se ee 
School Lands 2,378,961, 286 39 118,398,405 34 


+Tax Free. 


$ cts. 
Pavyablenin Canadas caentscciic sets wen taal nr eer ae $ 1,671,252,250 00 
Payable in Canada and New PVoricy Geen wun sintheeeamietone 131,040,900 00 
Payable in New York......-.1+-+-:eceet eden nert te cenes 265,000,000 00 
Payableinuondon... cso. cee snes = seinen ee ainienaie 311,668,136 39 


$ 2,378,961, 286 39 
Less Bonds and Stocks of the above Loans held as Sinking 
ithe Wane e tines Denn AUS DASE Oro OD Sane como erINO DO cOS 5 59,764,439 O1 


$ 2,319,196, 847 38 


Of the funded debt 13-10 per cent is payable in London; 
11:14 per cent in New York; 5-51 per cent in either New York 
or Canada, and 70°25 per cent in Canada. The following sum- 
mary sets out the amount of debt outstanding at the different 
interest rates: 


$ 4,888,185 64,ab 23%... enters ewes ieee te sinks = $ 122,204 64 
BT OTL 280) LO: Oy on laee ee cia ister acre recs 1,118,186 90 

175, 582,058 93 at 32%. iccmeris alte tees eine ee 6,145,371 89 
9395096, 660 OGrat 4G: cece tee tensile reteitielsiais 9,357,066 66 
210,000,000 00 at 45%.....---- 2 ses eee reer 9,450,000 00 
449,099,600 00 at 5%. ......--- 2s eee r ere terete 22,454,980 00 
1,268; 198,550 00 ab 55%. oe. oie wee ere rea ie ale 69,750,645 25 

$ 2,378, 961,286 39 $ 118,398,405 34 


Non-Active ASSETS 


The gross liabilities of the Dominion on March 31, 1931, 
were $2,610,700,000 as against which there were active assets of 
$349,180,000, to which reference has been made. The difference 
$2,261,600,000, commonly referred to as the net debt, but which 
is really the net debit balance in the accounts, is_ briefly 
accounted for under three heads. 


First, there are loans and advances made for various enter- 
prises which are not presently realizable, yield no direct return 
to the treasury, and in the presentation of the accounts are 
treated as losses. These total $673,000,000, the chief of which 
are $614,000,000 to the Canadian National Railways, $15,500,000 
to the Canadian National Steamships, $24,400,000 to the Quebec 
harbour commission and $16,600,000 soldier land settlement 
loans. 

The second division is comprised of the aggregate of capital 
expenditures made on canals, railways, public buildings and 
harbour and river improvements, which total $927,300,000. 
Another item of $88,000,000 is shown as “ Railway Accounts 
(Old),” which refers to railway capital expenditures made in 
the early history of the country, the fruits of which were by 
legislation transferred to certain railway companies, hon, mem- 
bers will recall the transaction with respect to them during the 
Grand Trunk arbitration. 


Then there is the balance of $572,500,000 at debit of con- 
solidated fund on March 31, 1931. This is the accumulated 
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deficits since the commencement of the accounts, or since con- 
federation. All expenditures arising out of the world war have 
been absorbed in this balance. A tabulation of the non-active 
assets follows: ¥ 


NON-ACTIVE ASSETS ON MARCH 31, 1931 


Canadian National Railway. oc «ictus ma barns kbccaae< $ 614,406,239 42 
Canadian National Steamships................cccececes 15,550,748 55 
Harbour Commissioners: 
MMEGEIOR Cn he oe CR ANS Nelo toon acdaig ak $ 24,429,995 68 
Montreal and Three Rivers.......... 251,760 97 
a 24,681,756 65 
Seed Grain and Relief Advances...............c0eeeeeees 1,128,829 50 
Soldier and General Land Settlement..................05 16,648,957 95 
Miscellaneous Advances, 6t6:..........c0caccvenee secon ss 995,678 82 
Capital Accounts: 
SABRI Se serie eres ree ie tant oan $ 233,782,788 90 
Rrathearel oe sane A Gees ea 435, 687,262 93 
Publie Buildings, Harbour and River 
Tm provenrects: yi cece ec cence 235,898,706 71 
Military Property and Stores........ 12,035,420 50 
Territorial Accounts................> 9,895,947 68 


927,300,126 72 
ROUWAY ACHOUn tS HOM sot cc quseoig Sanita asco odsm sae naeee 88,398,828 78 
Consolidated Fund, balance at debit of, March 31, 1981... 572,497,150 38 


Dow Debt Marahot, 1051.20. case owe ce ole metre $ 2,261, 608,316 72 


INDIRECT OBLIGATIONS OF THE DOMINION 


Hon. members will recall I spoke of obligations direct and 
indirect. Having dealt with the balance-sheet position of the 
Dominion, its direct liabilities and the liquid and income-pro- 
ducing assets offsetting these in part, there remain for considera- 
tion the contingent or indirect liabilities. As at March 31, 1931, 
these indirect liabilities, as represented by securities guaranteed 
by the Dominion outstanding in the hands of the public, 
amounted to $954,892,779. If to this figure there be added that 
part of the funded debt of the Canadian National Railways 
which does not bear a Dominion government guarantee, a total 
of $1,268,748,433 is reached, accounted for as follows:— 


SECURITIES GUARANTEED BY THE DOMINION 


GOVERNMENT: 
Harbour Commissions— 

Montreal Eiatbour Bridg6.c40 4 wavs tevtces cece’ $ 19,000,000 

New Westminster Blevator.........5...000000008 700, 000 

St. John Harbour Improvements................. 2,135,118 
—————— os 21,835, 118 
Canadian National (West Indies) Steamships...................... 9,400,000 
Canadian National Baeiboras cares thea sc Sel ve kde hs Cab Paid 923, 657, 661 
Total Securities guaranteed by Dominion.............. $ 954,892,779 


Canadian National Railway Debt not guaranteed by Dominion: 


—but for which of course we are liable—otherwise the pro- 
perty would cease to function— 


(Guaranteed by arowinbedie se oot on «cara sree ee ek ee eee 72,184,488 
Unguaranteed debt— 

Perpetual debantore S60ck.dg isos sedsisiso. dcsbseehen wlan ss 63,240,571 

Mortgage bonds and debenture stock................... 88, 608, 3874 

Other miscellaneous indebtedness................202005 7,480, 621 

Equipment trust notes and certificates................. 82,341, 600 


Total, of which $1,237,513,315 is Canadian National 
GEOL GO CLE DUO a hectic nse oe Use cudines $ 1,268,748,433 
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The operation of the Canadian National Railways as an 
amalgamated unit dates from 1923. In January of that year, 
the former administration,, by order in council, declared the 
preference and common stock of the Grand Trunk Railway 
Company of Canada to be the property of the Minister of 
Finance in trust for His Majesty and thereupon the amalga- 
mation of the Grand Trunk with the Canadian National took 
place. It may be well for us to examine briefly the results of 
these eight years of operation, having regard particularly to 
their association with and reflex upon the Dominion’s financial 
position. 

The period has been one in which a large sum of money 
has been made available to the System for capital investment, 
and there has been a corresponding increase in the debt of the 
company. In eight years some 400 millions of dollars have been 
added to the Canadian National Railways investment account 
for the construction and acquisition of lines, for terminals, hotels, 
new equipment, etc. This increase in debt has resulted in an 
addition to the annual interest charges on the system of almost 
20 millions of dollars or about 55 per cent, so that when we 
consider the result of operations over the period, we must have 
in mind, on the one hand, the advantages expected to accrue 
from the assumption of a heavy additional obligation and, as 
an ofisetting factor, the annual carrying charges resulting there- 
from. 

The balance sheet of the Canadian National Railways, 
through the profit and loss account indicates a loss in the 
eight-year period of 346 millions of dollars. The first and 
largest item making up this loss consists of 253 millions of 
dollars charged in the railway accounts—but not paid—as 
interest on the sum of 604 millions of dollars of direct assist- 
ance by way of cash loans which the government has given to 
the company. As between the government and the system, 
this is only a bookkeeping item. The actual burden of this 
hability was taken over by the Dominion and has been carried 
by the tax-payers of the country. 

The balance of the loss, totalling $93,000,000, is made up of 
$86,000,000, being the actual deficiency of earnings in the eight- 
year period after charging interest due the public, but leaving 
aside the interest due the government, and $7,000,000 repre- 
senting the net debit of adjustments through profit and loss 
account. These figures leave out of consideration the oper- 
ations of the eastern lines since the passing of the Maritime 
Freight Rates Act in July, 1927, from which date the govern- 
ment has contributed directly to operating losses on these lines, 


apart from the 20 per cent reduction in tolls, the sum of $17,- 
500,000. 
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The situation, therefore, is that since 1923 an additional 
capital liability of 400 millions of dollars has been assumed in 
respect of the railways, involving an increase in the annual 
interest charge of 20 millions of dollars. The system has failed 
to earn its interest charges during the period by the round sum 
of 86 millions, and the government has itself borne the carry- 
ing charges in respect of 604 millions of dollars contributed direct 
to the system, as well as, since 1927, operating losses of $17,- 
500,000 on eastern lines. 

It is well known and fully realized that the difficulties of 
transportation systems are not unique to Canada or to the 
Canadian-owned system. To realize that in 1930 the gross 
revenues of the system were less than in the year 1923, not- 
withstanding the addition of 400 millions of dollars to the 
investment in the property, serves only to impress the serious- 
ness of the problem. 

The following is a statement of these indirect obligations: 


BONDS GUARANTEED BY DOMINION GOVERNMENT AS AT 
MARCH 31, 1931 


Date of Maturity Issue et 
% $ cts. 
Sept.” 1; "$684.20. +52. Canadian Northern............. 4 | 17,060,333 33 
Feb. 1b, 1985s. <%. 525° Canadian Northern............. 43 | 17,000,000 00 
Sept. 5 S036 22... ares AGrOG SEAM icc ean, sneer teehee 6 | 25,000,000 00 
Oct Leioap! < Bee. oe Grand fain Oe bass ks... dc betars 7 | 24,743,000 00 
Dec $5 1GEO) ocr Canadian Northern............. 7 | 24,793,000 00 
July £2 1304O 0 aoe Canadian Northern............. 63 | 25,000,000 00 
Age he ice trees New Westminster Harbour 
OMIT. wat oe ae ee tees et 4¢ 700,000 00 
Avg-4 ty 1062 s0c5- ee: St. John Harbour Comm........ 5 667,953 04 
July 10; )1958 Fn seinen Canadian Northern............. * 9,359,996 72 
Reb... 4,53054.. ccc Canadian National.............. 5 | 50,000,000 00 
Sept. 15;, 1954..4 fn ve Canadian National.............. 43 | 26,000,000 00 
Mar: 11, 3055-74 -4...5 Canadian National (West Indies) 
Steamshipe: .o2ceees ae eee 5 9,400,000 00 
gue 19) FOS! 2. ; cars ae Canadian National.............. 4% | 50,000,000 00 
Melk, (1,7 2056... aes cee Canadian National.............. 43 | 70,000,000 00 
SHES: ORR Pat as cee Canadian National.............. 43 | 65,000,000 00 
Joby” 20) NSS seek cae Canadian Northern............. 3h 7,896,564 81 
May 4, TOGO 50s css Can. Wor: Albertaines2. aes enc: 33 | 3,149,998 66 
Mas (40, 1061. 228s aek Can. Nor. Ontario odio oeaant oer 33 | 34,229,996 87 
Jan. 1 ROG) poate roe Grand Trunk Pacifie...........5.. a 3 | 34,992,000 00 
Jan. ie 10635. Saeed Grand Trunk Pacific............ 4 8,440,848 00 
Dee Ob PE eee Canadian National.............. 43 | 35,000,000 00 
July yb eee Ae Canadian National........../.....% 5 60,000,000 00 
Oct. ye Ee Canadian National.............. 5 60,000,000 00 
Nov T1000. wesc | Harbour Comm. of Montreal.... 5 19,000,000 00 
Baty.. 52, Wle0tce » ca ee Canadian National.............. 5 18,000,000 00 
By tenders or drawings. .|Canadian National.............. 2 | 30,534,780 67 
Various dates, 1932-54... .|City of Saint John Debs. assumed 
by Saint John Harbour Com- 
Serial— TRAGSIOROUA; sith dain os A « doe various 1,467,164 96 
Feb. and Aug. 1, 1931-38 Canadian National Equipment 
OSE Ta day Seah OIE ie on, Se had 5 | 11,250,000 00 
PORPOTOM nas ean cee nee Grand Trunk Guaranteed Stock. 4 | 60,833,333 33 
— seceeeesseess+-}Grand Trunk Debenture Stock. . Fi] 20,782,491 67 
Oe nae at eie eeu ee Great Western Debenture Stock 5 13,252,322 67 
- ceceeeesees+-...|Grand Trunk Debenture Stock. 4 |119,839,014 33 
cone PE many ae Northern Ry. of Canada Deben- 
tig ah ay 20h) Su ee Aa, oe a 4 1,499,979 67 


954,892,778 73 
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Now, Mr. Speaker, at this point I should like to point 
out that there is a tendency on the part of the press support- 
ing hon. gentleman opposite to allege that the government is 
opposed to the Canadian National Railways. May I venture 
to declare that no man is a good Canadian who does not take 
time to study and realize the extent of the obligations which 
are being laid upon this country by this parliament. The 
Canadian National Railways’ management cannot be charged 
with responsibility for this. The Canadian National Railways 
Act provides that the governor in council takes the position 
of shareholders under the Railway Act, and when I point out 
the sums that have been expended and the obligations that have 
been created during the last eight years, T do so because it has 
been done at the initiation of the government which is now the 
official opposition. Bear that in mind. I do think there is a 
failure on the part of the Canadian people to understand and 
appreciate the extent and character of the obligations which 
have thus been placed upon them. You have $86,000,000 of a 
deficit in interest earning power in the last eight years, in ad- 
dition to which the people of this country paid interest on $604, 
000,000 advanced for the running of the enterprise. 

Now, I submit, sir, I would be derelict in my duty, and I 
believe any hon. member would be derelict in his duty, if he did 
not analyze and ponder these matters. And the blame must 
rest with the government of the day for the management of 
railway companies are always prone to submit requests for 
larger sums than they expect to get. Yet so far as I have 
been able to ascertain, not one single capital request made by 
the management of the Canadian National Railways during 
the last eight years was refused by the late government—not 
one. Is that so in any privately owned road? Go through the 
requisitions made on the Canadian Pacific Railway or on the 
Union Pacific, the Southern Pacific or the Santa Fé, and you will 
not find that state of affairs existing. Yet the late govern- 
ment, for reasons best known to themselves, have put the coun- 
try in the position that I have just pointed out. And I do 
suggest that there is no business of the nation which should 
so concern hon. members—who represent the shareholders in 
a larger way than does the governor in council—as that result- 
ing in figures to which I have just directed their attention. I 
certainly think, and this government certainly thinks, it 1s 
most unfair and unjust, and, what is more, inimical to the well- 
being of the enterprise itself, to say that because you direct 
attention to those figures and the effect of them that therefore 
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you are an enemy. of the enterprise. The best friend any busi- 
ness enterprise has is that shareholder who carefully scrutinizes 
the expenditures made by the directors during the year. 


TRADE 


Canada at the close of the year 1930 again ranked fifth 
among the nations in the volume of international trade. There 
were substantial decreases in the dollar value of trade, as com- 
pared with the year before, but were a graph made by use of 
quantities it would present a jagged picture. The fiscal year 
1929-30 closed with an unfavourable balance of visible trade 
amounting to 103 millions. In the year under review the 
unfavourable balance was 89 millions. 


The United States was the principal customer of Canada 
during the year, taking 444 per cent of our exports and in turn 
Canada purchased over 64 per cent of its imports from the 
United States. In dollars, imports from the United States 
amounted to 584 millions, and the exports 364 millions. This 
left an unfavourable balance in the trade with the United States 
of 220 millions. In the preceding year imports had amounted 
to 847 millions and exports to 536 millions. 


Trade with British Empire 


Trade with the British Empire was unevenly affected during 
the year. On the import side, while there was a decrease from 
252 millions to 204 millions, this decrease was largely in the 
imports from two countries—the United Kingdom and New 
Zealand. There was a 40 million dollar decrease in imports from 
the United Kingdom, $3,000,000 being in iron products, 8 millions 
in alcoholic beverages and 19 millions in textiles. The balance 
was spread throughout a wide list of articles. From New 
Zealand the decline was in imports of butter which decreased 
$9,700,000. 


The exports to the British Empire amounted to 295 millions, 
a decrease of 86 millions from the year before. The countries 
to which exports fell off the most were: United Kingdom (62 
millions), Australia (9.6 millions), New Zealand (6.4 millions), 
West Indies (3 millions), and Newfoundland (1.5 millions). 
Naturally, the greatest falling off in exports to the United King- 
dom consisted of foodstuffs. The decrease in exports of grains 
amounted to 41 millions, in meats to $3,900,000, in milk pro- 
ducts to $4,400,000, in paper to $2,300,000, and in iron and its 
products to $2,800,000. The principal decreases in exports to 
other parts of the British Empire were in food commodities such 
as flour, paper and wood products, automobiles, farm imple- 
ments, etc. 
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The trade of Canada in the fiscal year, when calculated by 
means of percentage, was divided as follows: 


Imports Exports 


With— % 6 
iBdaLselnwl Wien ybvenpoqone oom moenaecds 020 od DloaoS bunker amet 22-6 36-1 
Winited: Sta teascty oe cee nar cinta steer rey etana tee reeeteters 64:4 44-5 
Treat yeCOUDUPIOS m-s aiid oicte = te oro oelae dao telco low 9-2 14-1 
@AMersCOUDELIOS ase een rR ters ete reitere ehetetebets) aie 3°8 5:3 
100-0 100-0 


Imports of Commodities 


Ten product groups make up in value the major part of the 
imports into Canada and a comparison over the last five year 
period emphasizes the material reductions which took place. 


CHIEF IMPORTS INTO CANADA 


1927 1928 1928 1930 1931 
Group 
(in millions) 
Surar and products ne a-tonn ttt 40-4 38-8 31:7 27-9 25-1 
Alcoholic beveragesin: 21a. ene ocr 29-3 45-9 48-8 45-0 35:4 
Cotton andsproductseeeeee eee. 54-1 58-2 63-2 54-0 35-2 
Woollproductsuna tet arte trata 50:5 48-8 54-4 46-6 33:6 
Textile products, ObNer=.....6- eae 78-9 79:8 88-7 84-5 61-8 
Ibe KOO earns Ao noodle param oioR 229-4 259-5 346°6 316-8 194-9 
Non-ferrous metal products.........-.-. 52-7 60-1 75-4 87-9 59-6 
Coaltand: products peice eee 68-6 64-8 63-1 64-1 58-1 
iPetroleumins serene: erecl nie tee tone oe 54:4 53-5 64-0 78-7 62-7 
Ghemioalsres. crc eee eee ee ease 31-8 33°5 37-7 39-9 35:6 


Exports of Commodities 


A study of the exports shows every activity to have been 
touched by the decline in values—the products of the farm, the 
mine, the forest, the sea and the factory. Again summarizing 
under ten groups, the record of the past five years shows: 


CHIEF EXPORTS FROM CANADA 


1927 1928 1929 1930 1931 
Group 
(in millions) 
Grains eee cede cere echone tase 394-4 | 391-6 | 476-1 | 2382-7 180-8 
ES OTe, coe bain tomeretee ieee s 68-7 59-8 65-1 45-4 32-8 
Miilkeanciproductsear seer cits ae terete 41-6 34-0 35-7 27-4 18-7 
Tumibent loss tOtCh Lo eabeeeiene ee ee a Odes: 99-3 91-6 89-7 60:7 
leh suwe ne coe CobN Ade aCe Dood neue Bone 123-2 134:-9 148-3 151-5 131-9 
(Sh Gee 4 eee eh Cae clcacunens honed oak 34:5 33:5 34-9 34-7 27-8 
IE all sLoVeNR [OVROM soon b Odeo OME ONoaRS 26-6 28-6 30°5 32-2 21-0 
Non-ferrous metal products...........-- 80-6 90-8 112-7 154-3 95-6 
Tiron PrOGuCtSeenmadtackiemocre nema t ayae ae 74-2 62-7 82-2 78-5 38:9 
\Wievoys noi sawaenceodieureeus baton sen gene” 49-9 47°3 44-9 44-7 35-1 


In the month of September, changes were made in the rates 
of over one hundred tariff items. A comparative statement is 
difficult because some divisions were previously incorporated 
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into general items. With this reservation, the imports under the 
129 items amounted to $112,271,000 in the period from October 
Ist, 1929, to March 31st, 1930, and in the same period commenc- 
ing October Ist, 1930, and ending March 31st, 1931, the imports 
were $61,920,000. 

Summary of the Trade 


A statement of the world trade of Canada in the past five 
years follows: 
SUMMARY OF CANADA’S TRADE 


— Imports Total Exports Balance 
$ $ $ 

Year 

LOT is 3 cmiasare See oe eo a ees 1,030,892, 505 1, 267,573,142} + 236,680,637 
LOS sc Ween Sales MI oe oom 1,108, 956, 466 1,250, 598,034) + 141,641,568 
120 i sk him epee ere ee ee 1,265, 679, 091 1,388,896,075| + 123,216,984 
SOG 2 an prance apne ween ee 1,248, 273, 582 1, 144,938,070] — 103,335,512 
LOGS 0 ered bes ee EE ee 906, 612, 681 817,008,048] — 89,609, 633 


New Industries Established in Canada 


Since August, 1930, there has been a marked influx of new 
concerns from outside countries into the Dominion. It will be 
some time before full details in regard to the capital invested and 
the number employed can be secured since some are still in pro- 
cess of organization, but eighty-seven such concerns have already 
been listed by the Dominion Bureau of Statistics and the number 
continues to grow. Of the eighty-seven, seventy-four are United 
States manufacturing concerns, eleven are British—seven manu- 
facturing and four non-manufacturing—and two are French. 


These firms represent considerable diversification in 
industry. United States firms include eight in the vegetable pro- 
ducts groups—such as foods and rubber—two animal products, 
eight textile, eight wood and paper products, twenty iron and 
steel, twelve non-ferrous metals, three non-metallic minerals, 
nine chemicals and allied products, two mining and two miscel- 
laneous. British firms include three textile, six iron and steel, 
one chemical and one miscellaneous. The two French firms are 
textile manufacturers. 


LIST OF NEW CONCERNS ESTABLISHING IN CANADA SINCE 
AUGUST, 1930 


Unitep Srates 
Vegetable Products: 
1. Campbell Soup Co., Ltd., New Toronto, Ont. 
2. Fine Foods of Canada, Ltd. (Minnesota Canning), Windsor, Ont. 
3. Hill Nut Co., Ltd., Toronto, Ont. 
4. Liberty Cherry Co. of Canada, Ltd., Toronto, Ont. 
5. Newton Products, Toronto, Ont. 
6. Stedfast Rubber Co., Granby, Que. 
. Stedman Flooring Co., Farnham, Que. 
8. Teabury Chewing Gum Co., Sherbrooke, Que. 
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LIST OF NEW CONCERNS ESTABLISHING IN CANADA 
SINCE AUGUST, 1930—Continued 


Unitep Srates—Continued 
Animal Products (Except Textile): 


1. Cantilever Shoe Co. of Canada, Ltd., Toronto, Ont. 
2. Schwegler’s Hatchery, Bridgeburg, Ont. 


Textiles: 
1. Aero Corp. of Canada, Kitchener, Ont. 
2. B. Edmund David, Hawkesbury, Ont. 
3. Dominion Webbing Co., Ltd., Kingston, Ont. 
4. Donahue Corp. of Canada, Ltd., St. Hyacinthe, Que 
5. Henry Hamer & Sons, Ltd., St. Georges de Beauce, Que. 
6. Esmond Mills, Ltd. of Canada, Granby, Que. 
7. Herbert Hosiery Mills, Ltd., Toronto, Ont. 
8. Westminster Hosiery Ltd., Mount Denis, Ont. 


Wood and Paper Products: 

. Belleville-Sargent & Co., Ltd., Belleville, Ont. 

. Brown & Bigelow Ltd., Toronto, Ont. 

. Dixon Pencil Co., Newmarket, Ont. 

. Eagle Pencil Co. of Canada, Ltd., Drummondville, Que. 

. Hardware, Woodenware and Toys, Ltd., Coaticook, Que. 
. Schaeffer Ross Co. of Canada, Ltd., Toronto, Ont. 

. Schlegel Co. of Canada, Ltd., Toronto, Ont. 

. Venus Pencil Co. of Canada, Ltd., Toronto, Ont. 


ON OOF WN HE 


Tron and its Products: 


1. A. B. C. Washer Co., Granby, Que. 

2. Burr, Patterson & Auld Co., Walkerville, Ont. 

3. Castings of Canada, Ltd., Smiths Falls, Ont. 

4. Cross Coal-O-Matic Co. of Can., Ltd., Montreal, Que. 

5. Dominion Hoist & Shovel Co. 

6. Dominion Motors Ltd., Toronto, Ont. 

7. Fedder Mfg. Co., Toronto, Ont. 

8. Heaters of Canada, Oakville, Ont. 

9. Hump Hairpin Co., St. Hyacinthe, Que. 

10. Hupp Motor Car Corp., Windsor, Ont. 

11, Johnson (S. T.) Oil Burners of Canada, Ltd., Montreal, Que 
12. Lodge Motor Co., Ltd., Walkerville, Ont. 

13. Lynn Canadian Products, Ltd., Brockville, Ont. 

14. Metal Textile Corp., Hamilton, Ont. 

15. Radiator Specialty’ Co. of Canada, Toronto, Ont. 

16. Reo Motor Co. of Canada, Toronto, Ont. 

17. Taco Heater Ltd. of Canada, Toronto, Ont. 

18. D. D. Terrill Saw Co., Pembroke, Ont. 

19. Tower Oil Burner Co. Ltd., Montreal, Que. 

20. Stewart Truck Corp. of Canada (Assembling), Fort Erie, Ont. 


Manufacturers of Non-Ferrous Metals: 


. Curtis Lighting Co. of Canada, Ltd., Toronto, Ont. 

. Dennison Electric Co., Toronto, Ont. 

. Dictograph Co. of Canada, Lid., (Assembling), Toronto, Ont. 

. Eastern Power Devices, Ltd. (Fomerly Sales Office), Toronto, Ont. 
. Hammond Co. of Canada, Ltd., Toronto, Ont. 

. International Resistance Co. Ltd., Toronto, Ont. 


oorwnr 
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LIST OF NEW CONCERNS ESTABLISHING IN CANADA 
SINCE AUGUST, 1930—Concluded 


Unirep Srares—Concluded 
Manufacturers of Non-Ferrous Metals:—Concluded 
7. Leland Electric of Canada, Ltd., Toronto, Ont. 
8. Noma Electric Co. of Canada, Toronto, Ont. 
9. General Railway Signal Co. of Canada Ltd., Toronto, Ont. 
10. Packard Cable Co. of Canada, Ltd., Toronto, Ont. 
11. J. P. Seeburg Corp., Toronto, Ont. 
12. Wheeler Reflector Co., Toronto, Ont. 


Manufacturers of Non-Metallic Minerals: 
1. Messrs. Bundy Insulators Co., Oshawa, Ont. 
2. Master Builders, Ltd., Toronto, Ont. 
3. Tranco Manufacturing Co. (Canada) Ltd., (formerly sales office), 
Leaside, Ont 


Chemicals and Allied Products: 

1. Canadian Bitumels Co., Ltd., New Toronto, Ont. 

2. Everett & Barron of Canada, Ltd., Toronto, Ont. 

3. Fyr-Fyter Co. of Canada, Ltd., Hamilton, Ont. 

4. The A. W. Higgins Co., St. John, N.B. 

5. Mallinckrodt Chemical Works of Can., Ltd. (formerly sales office), 
Toronto, Ont. 

6. Mum Mfg. Co. Inc., Windsor, Ont. 

7. Ober Fertilizer Co., Welland, Ont. 

8. Sheffield Bronze Powder Co., Ltd., (formerly sales office), Tor- 
onto, Ont. 

9. Summers Fertilizer Co. Inc., St. Stephen, N.B. 


Miscellaneous Industries: 
1. L. G. Balfour Co., Sherbrooke, Que. 
2. Film Laboratories of Canada, Ltd., Toronto, Ont. 


Mining and Metallurgical: 
1. Northwest Stellarene Co., Coutts, Alta. 
2. Parco Oil Co., Ltd., Calgary, Alta. 


Great Brirarin 
Textiles: 
1. Hield Bros., Kingston, Ont. 
2. G. H. Hirst & Co., Carleton Place, Ont. 
3. Hiram Leach & Co., Huntingdon, Que. 


Iron and Steel Products: 

. Imperial Typewriter Co. (Canada), Ltd. (Non-Mfg.), Toronto, Ont. 
. Quasi-Are Co., Ltd. (Non-Mfg.), Toronto, Ont. 

. Taylor Instrument Co. of Canada, Ltd. (Non-Mfg.), Toronto, Ont. 
. Warwick Time Stamp Co., Toronto, Ont. 

. Wright’s Canadian Ropes, Ltd., Vancouver, B.C. 

6. Zanogen Steel Co. of Canada, Ltd., Toronto, Ont. 


Chemicals. and Allied Products: 
1. British Drug Houses (Canada) Ltd. (Non-Mfg.), Toronto, Ont. 


Miscellaneous: 


1. Bovil & Hood (Canada), Ltd., Montreal, Que. 


or WN 


FRANCE 
Tcxrtiles: 
1. Canadian T.S.R. of Lyons, Ltd., Cap de la Madeleine, Que. 
2. Henry Potez of Canada, Ltd., Cap de la Madeleine, Que. 
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Mr. Mackenze Kine: They are practically all in Ontario 
and Quebec, are they not? 


Mr, Benner: With the exception of two, I think. Now, 
may I just meet a few words of criticism in advance, although 
perhaps it is unnecessary. The extent of investment in Cana- 
dian industry by United States, other foreign countries and 
Great Britain is a subject of far-reaching importance. All 
young or undeveloped nations have been dependent on large 
capital investments by outside countries for the development 
of their natural resources and for assistance in the establish- 
ment of the diversified industry necessary to all-round national 
development. Without such assistance industrial progress would 
be slow and difficult. The hardships being endured by the 
Russian people to-day exemplify the sacrifice which an unde- 
veloped nation would be called upon to make, not for five but 
many times five years, if that nation were to strive to become 
industrialized through its own savings of capital. Canada has 
for many years received large investments from other countries. 
Fear has sometimes been expressed that these outside nations 
by starting industries in this country or investing their capital 
in various Canadian enterprises, commercial, governmental, 
financial or other, are obtaining a menacing position in our 
economic life. The facts of the case reveal these fears to be 
entirely unfounded. <A recent bulletin of the bureau of statis- 
tics shows that in January, 1930, there were located in Canada 
1,199 British, United States and other foreign branch, subsid- 
iary and affiliated firms concerned with manufacturing or pro- 
duction. Of these, 1,023 were from United States, 162 from 
Great Britain and 14 from other countries. The capital em- 
ployed in these concerns amounted to $1,818,000,000, owner- 
ship of which in individual firms ranged from less than 50 per 
cent to 100 per cent. In all, 68 per cent or $1,239,000,000 was 
owned in the United States, 17 per cent or $317,000,000 was 
owned in Canada, 14 per cent or $257,000,000 in Great Britain 
and $6,000,000 or less than 1 per cent in other countries. 


Even in such branch or subsidiary firms Canadians held 
nearly 20 per cent interest, and it is a well known fact that 
the Canadian proportion tends to increase. There have been 
many instances of firms established in Canada by outsiders 
eventually passing into Canadian hands. 


To see such facts in their proper perspective, however, it 
is necessary to compare the figures with those of the geographi- 
cal distribution of ownership of all capital employed in Canada. 
It is estimated that the amount is $17,500,000,000. This sum 
includes the bonded indebtedness of Dominion, provincial and 
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municipal governments, investments in railways, manufacturing 
concerns, mines and metal industries, public utilities, trading 
establishments, finance, insurance, etc. {t excludes private 
capital in domestic enterprises such as farms and homes. Of 
this sum it is estimated that 65 per cent or $11,500,000,000 is 
owned in Canada, 20 per cent or $3,500,000,000 in the United 
States, 13 per cent or $2,200,000,000 in Great Britain and less than 
2 per cent or $300,000,000 in other countries. It is obvious that 
the control of our enterprises is very predominantly in our own 
hands. If the basis of comparison be our total national wealth, 
foreign and British investments are still less significant. Our 
national wealth is now probably in the neighbourhood of $30,- 
000,000,000; British and foreign investments of capital in Canada 
are $6,000,000,000 or just 20 per cent. Even of this 20 per cent 
many millions of dollars are represented by bonds which do not 
ordinarily carry with them direction or control of industry. 

I believe, sir, that any member of this house reading these 
figures must be impressed with the resource and courage and 
enterprise of the Canadian people in industrial, agricultural 
and manufacturing fields of endeavour. Of sums so vast, I do 
not believe there is any record on the part of any other popu- 
lation equally small and scattered over an area so great. 


EXTERNAL TRADE RELATIONS 


May I point out now that Canada carries on its business 
at home and abroad by the application of principles that vary 
with the administrations of the day. So far as this party is 
concerned, it directs, and will continue to direct its operations 
from three angles: first, we believe that we have been entrusted 
with great resources which it is our duty to develop to the 
greatest possible extent; secondly, that Canadians are entitled 
to carry on that development, enjoying an equal opportunity 
with the other peoples of the world engaged in the development 
of their respective countries; and, thirdly, that Canadians are 
entitled to fair competition in carrying forward that develop- 
ment. We meet the last requirement by dumping legislation; 
we meet the second requirement by tariff legislation; and we 
meet the first requirement by the courage and enterprise of 
our people aided by the legislation thus indicated. 


Now it has been customary, in the course of very many 
centuries, for trading peoples to negotiate agreements or treaties 
with others who are engaged in commerce; and in this regard 
the Canadian people have not been unlike others. But may I 
point out this: that Canada, by reason of being a part of the 
British Empire, is subject to treaties applying to our trading en- 
terprises somewhat different from those that exist in other parts 
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of the world. For instance, Canada has treaties which were made 
direct by this Dominion. We have a treaty with France made 
on December 15, 1922; one with Italy made on January 4, 
1923; one with Belgium made on July 3, 1924; one with the 
Netherlands made on July 11, 1924; one with Czechoslovakia 
made on March 15, 1928; and one, a modus vivendi, made with 
Cuba, November, 1929. 


Then Canada has a second kind of treaty—a treaty made 
by Great Britain on behalf of the British Empire but which 
provides that this part of the Empire is bound by it only when 
we accede thereto. Of this kind of treaty we have two, one 
with Japan, made on April 3, 1911, to which we acceded on 
May 1, 1913, and one with Spain, made on Apri! 5, 1927, to 
which we acceded on August 1, 1928. 


Again, we have another, a third form of treaty, namely, 
that which contains a clause providing that the mest-favoured- 
nation terms shall be accorded to Canada if similar treatment 
is given by this Dominion to the country with which the treaty 
is made. Such treaties we have with Finland, Esthonia, Hun- 
gary, Jugoslavia, Latvia, Lithuania, Portugal and Roumania. 


Lastly, we have that class of treaty which was made by 
Great Britain before we became a confederation, or before we 
negotiated treaties on our own behalf—treaties that bound 
every part of the British Empire when they were made by 
Great Britain, long years before we became a Dominion. The 
list is interesting. Of such treaties, there is one with Argentina, 
made on the 2nd day of February 1825; one with Colombia, 
made on the 16th day of February 1866; one with Denmark, 
made on February 13, 1660; one with Norway, made on March 
18, 1826; one with Sweden—the oldest of all—made on April 
11, 1654; one with Switzerland, made on September 6, 1855; 
and one with Venezuela, made on April 18, 1825. 


These trade treaties exist for the purpose of extending 
trade and commerce on mutually advantageous terms. For 
instance, the late government made a treaty with Australia 
which was extended to New Zealand by order in council on 
October 1, 1925. It was withdrawn by order in council on 
October 12, 1930, after it had been in force a little over five 
years. 

Now, the difference between my hon. friends opposite and 
ourselves is this: we believe in trade treaties that are mutually 
advantageous to the parties to the treaty. And we believe that 
the only method by which you can understand and appreciate 
just what the effect of treaties will be is to have a clear con- 
ception of their possible implications; for nothing could be 
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more ruinous than what has transpired during the last few 
months in connection with the treaties with Australia and New 
Zealand. We negotiated a treaty with Australia. I may say 
for the information of the house that that treaty was never 
signed. That probably was merely an accident or an over- 
sight. The treaty consisted of so many pieces of paper—some 
twenty-five in all, I believe. Difficulties were experienced; 
differences arose, parliament was in session, and it became neces- 
sary to complete the matter before the rising of the house. And 
su we passed the statute that ratified that Australian treaty, 
and made provision therein whereby, by order in council, it 
might be extended to other countries. On October 1, 1925, it was 
extended to New Zealand. The right hon. member opposite who 
leads the opposition to-day (Mr. Mackenzie King), shortly 
before that, in Woodstock, Ontario, declared that he could not 
conceive it possible—and he honestly so believed—that the 
extension of the treaty to New Zealand could be inimical to the 
trading interests of Canada. But let us see what happened. At 
that time New Zealand had no channel of trade with Canada 
for butter. Now, a channel of trade is like any other channel 
that may be created: it is something which once created cannot 
as a rule be changed without injury. That channel not having 
been established in 1925, they began just as an individual would 
do, to widen and deepen such a channel by sending forward 
their butter under that treaty under a duty of 1 cent per pound. 
By that means they began to create a channel of trade. That 
channel grew in size until the imports into this country year by 
year expanded, reaching at last so colossal a figure as to amount 
to several millions of dollars for butter alone. 


There you have a well-defined, well-established channel of 
trade between the sister dominion of New Zealand and Canada, 
with the result that this trade was injurious to the Canadian 
producer. And the government of the right hon. gentleman 
opposite—not this government—gave notice terminating that 
treaty. They gave notice in April of last year while this house 
was in session, because the right hon. gentleman was himself 
convinced that the treaty should be denounced, and he gave six 
months’ notice under the terms of the treaty, terminating that 
arrangement with New Zealand. With what result? With this 
result—that when we came into office New Zealand bitterly 
complained of the situation; they said that they could not 
entertain the idea that their butter should not continue to come 
into this country as it had done before. We endeavoured to 
explain to them that Canada believed that this Dominion should 
also be on an export basis for butter. We pointed out that 
we were a dairy country and that they must not think that 
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they could displace Canadian produce for their own, excellent 
though it is. Having pointed that out to them, we continued 
in our efforts to make some arrangement, some modus vivendi, 
by which we could carry on reciprocal trade. But for some 
reason, best known to its government, New Zealand believed that 
Canada must—I use the word advisedly—buy butter from New 
Zealand. Either to-day or to-morrow the parliament of New 
Zealand will refuse the British preference to Canada and they 
will do so because we are not in a position to let their butter 
come into this country practically free to supplant our own 
product. Who is to blame for that? Who is to blame for the 
unfortunate difficulties which exist between the two great domin- 
ions? The government that did not foresee the implications of 
the treaty it made, and the government that terminated that 
treaty thereby creating the condition to which I have referred. 
Let there be no shaking of heads—did or did not the former 
government terminate that treaty? If it did, then it must 
accept responsibility. The result is that New Zealand says— 
very properly so, I suppose, from their standpoint, thinking of 
themselves alone—that they are not going to permit Canada to 
have the British preference in their markets unless we allow their 
butter to come in here. 


I cite that for the simple and obvious reason that it be- 
comes necessary to realize that when treaties are made there 
should be a clear understanding and appreciation of their impli- 
cations. That is one of the reasons why we endeavoured while 
in England and since, to arrive at some arrangement with our 
great sister dominion, Australia, which would not make it neces- 
sary to destroy channels of trade and bring about the hard 
feelings which no doubt would prevail and have prevailed in 
connection with New Zealand. During the last few months, 
while he has been in health, the Minister of Trade and Commerce 
(Mr. Stevens) has been engaged constantly in endeavouring to 
insure that a reasonable treaty may be made between Australia 
and Canada. I trust that in furtherance of the unanimous view 
expressed by the overseas dominions at the Imperial economic 
conference last year we may be able to negotiate an agreement 
which will be mutually advantageous to both countries. It is 
my earnest hope and my confident belief that before this house 
rises we will submit such a treaty or agreement for the considera- 
tion of this house. I cannot permit this opportunity to pass 
without stating that we are really under an obligation to the 
government of Australia for the manner in which they have 
treated us during the last vear in connection with butter and its 
products. They have made it possible for the channels of trade 
not to be destroyed in such a way as to bring about that condi- 
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tion of mind on the part of their country which now prevails in 
New Zealand, We are under a great obligation to them for what 
they have done in that regard. 


I mention also another treaty which stands in a somewhat 
similar position, namely, the treaty negotiated with France. The 
French treaty provides that a fixed and definite duty rate must 
prevail and that we cannot grant to any other country a dif- 
ferent rate without violating the provisions of that treaty. In the 
budget presented to this house in May last there was an inter- 
ference with the provisions of that treaty, to which the great re- 
public very properly directed our attention. A treaty containing 
provisions such as that cannot, I submit, ever be a sound treaty 
because it disregards the fundamental rule which must always 
obtain in connection with trade treaties and which we propose 
to continue so far as we are concerned. That rule is this: 
Treaties must be mutually advantageous; if they are not they 
fail, and unless there is a clear appreciation of that fact there 
cannot be other than failure. This rule was stated very clearly 
the other day by the president of the United States Steel Cor- 
poration. Speaking to the National Foreign Trade Convention 
on May 28, he said: “It is a sound economic principle to sell in 
markets where the product is needed for consumption and where 
there is no surplus of the same commodity.” 


May I point out to the house that all the domestic trade of 
this country which represents imports is foreign trade to other 
countries. If hon. gentlemen opposite will only get in their 
minds that fundamental thought they will realize that this gov- 
ernment on the one hand, desires to maintain the economic 
principle to which Mr. Farrell referred, and on the other hand, 
to realize to the full that every import brought into this country, 
from abroad represents foreign trade to some other country. 
Our business is to see that we do not expand the foreign trade 
of any other country when we ourselves are producing or can 
produce the goods so imported. 


Mr, Mackenzie Kina: How does my right hon. friend 
propose to expand the foreign trade of Canada under rules of 
that kind? 


Mr. Bennett: It is very simple. Does the right hon. gentle- 
man for a moment mean to say that there are not countries which 
do not produce the commodities which Canada produces and 
which they require? That is what he is trying to say, and I can 
tell him that the whole theory upon which trade within the 
British Empire will ultimately be built up is upon the proper 
appreciation and realization that the requirements of each part 
can be filled by requisitioning the production of such commodi- 
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ties from other parts of the empire. The foreign trade of Canada 
can be built up, just as Mr. Farrell said, by making our arrange- 
ments with countries which have to have what we produce and 
which do not come in competition with the surplus they them- 
selves produce in their own countries. 


Hon. gentlemen opposite seem to find some difficulty in 
working that out. Of course they will find difficulty, for the 
simple and obvious reason that for nine years the colossal 
failures they made indicate their inability to do so, and that is 
why we are here to-day. 

Mr. Macxenzin Kine: The colossal trade was not a colossal 


failure. 
Mr. Bennerr: The loss of trade was exactly the same— 


Mr. Macxenzizn Kina: I said colossal trade. 


Mr. Bennerr: —in Canada as in other countries of the 
world, and we are still the fifth trading country of the world. In 
other words, the ten millions of people inhabiting this vast terri- 
tory are the fifth trading people in the world. I will admit that 
the right hon, gentleman and his friends opposite would like 
that not to be. They would rejoice if it were not so because it 
would be of some political advantage to them. Their constant 
fear seems to be that by the application of business principles 
to these matters we will insure success, and they have made 
every effort they could to bring about failure with respect to the 
Imperial economic conference. Their every effort has been 
directed in an endeavour to bring about if possible a failure in 
order that they may derive some political credit. What is more, 
that is well understood in the various parts of this empire. 

Mr. Mackenzie Kine: Could my right hon. friend have 
asked for more in the way of a free hand than what he had at 
the last Imperial conference? 

Mr. Bennerr: Lhe right hon. gentleman has failed to 
appreciate what I say—the former Minister of the Interior (Mr. 
Stewart) never could understand it—hon. gentlemen opposite 
must realize that I am referring to their efforts to belittle and if 
possible destroy the adjourned conference at Ottawa. That fact 
is fairly well understood. 

Mr. Macxrnzin Kina: Is there to be a conference this fall? 

Mr. Bennerr: The hon. gentleman knows that I cannot be 
diverted by that from this budget. Let me proceed, 

Mr. Powrr: The hon. gentleman is giving us considerable 
diversion. 

Mr. Bennett: The hon. gentleman’s wit is greater than his 
understanding. 
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May I now, having reverted to the question of trade, point 
out the position which this country occupies amongst the nations 
of the world and the result of the efforts which were made in 
September last to ensure that there should be less of other 
people’s products come into competition, on terms that are 
injurious and destructive to our own industrial well-being, with 
the products we ourselves produce. 


Having done that, I shall now speak of two matters further 
and then I shall have done in that regard. A few months ago I 
pointed out that the republic of France, realizing the weakness 
to which attention was directed with respect to the treaty, had 
undertaken to increase their purchases of wheat from this 
country during the current wheat season, and prior to the end 
of April they had bought six times as much wheat from Canada 
as during the preceding year. Moreover, notwithstanding the 
statements that have been made as to the difficulties under which 
we labour, the statement made by the former Minister of Trade 
and Commerce that this country could do nothing to sell wheat 
—selling wheat is something he could not do—all I can say is 
this: The net result of the situation to-day is that we have sold 
at least one-third more wheat than we did for the same period 
the year before. That is the lowest estimate, and it is increasing 
very rapidly. 


An hon. Memser: What about the price? 


Mr. Bennett: The price is just as low this year as it was 
last with respect to the other countries of the world, but we have 
endeavoured as best we could, although opposed by hon. gentle- 
men opposite, to secure the markets, and as a matter of fact, as 
is shown by the increased exports of wheat, we have to some 
extent secured them, 


WAYS AND MEANS FISCAL YEAR 1931-32 


I now come to what probably to some is the most interest- 
ing part of our discussion, namely, to what ways and means we 
shall resort for the purpose of providing the money to carry 
on the public business. I shall come first of all te a statement 
of anticipated revenues and expenditures. I will admit that 
this is the first time for many years that this country has had 
a budget. 


Some hon. Memsers: Oh, oh. 


Mr. Bennetr: Will any hon. member on the other side of 
the house say that last year there was any estimate given of 
expected revenues? Was there any estimate given of expected 
expenditures? Was there any word given of a $75,000,000 
deficit? What did they do? What the then government did was 
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merely to bring down estimates for moneys to be raised by 
taxation without any estimate of what was to be realized. I 
said frequently in this house in those days, and I now repeat, 
that not in any municipal council in this country would the 
people tolerate their mayor and councillors conducting business 
without giving an estimate of expected expenditures and reven- 
ues for the current year. It is the basis of responsible govern- 
ment, it is the basis upon which representative institutions have 
been established, and that responsibility can only attach when 
there is some estimate as to what is being received by the 
country from the taxation imposed and as to what expenditures 
are to be made. So I propose under the heading which I have 
given to draw attention to these matters. I shall ask hon. 
gentlemen to go through the record of my predecessors in that 
regard during the last seven or eight years and see if they 
can find any such record there. I could have easily escaped 
doing so. All I would have had to do would have been to 
follow the example of my predecessors during the past eight 
years, and I would have escaped all responsibility for giving 
any figures of what the proposed income and expenditure will 
be during the present year. 


On the basis of existing taxation rates, the anticipated 
revenues in the present fiscal year will be $325,120,000. A divi- 
sion of the amount by sources is:— 


Custom Sis oe ecards ee a ee ee eee ere $117, C00, 000 
U Bp queue ps tee ae UAB IES GINA He cot RNG Oec cai aa acne SES oe 59, 500, 000 
Tne Ormie tack ecttnct havc tests er ree eae oe re eras 54, 000, 000 
IIR CISCHAKES. fa ae Venue healer cr eR oer een Re eae eae 38,000,000 
Post. Ofhce fea. tie hone eke eee OOO et pa ee fa 30,500,000 
Inkerestvonhin Vestinents.vas. sneer acre eneeeree ui iricnne asctentenienis 8,800,000 
Miscellancous revenues: &c,ccaniid eet me ieins virus precision oie inset 13,276, 000 

$321,076, 000 
German reparation payments and miscellaneous receipts..... 4,044, 000 


$325, 120, 000 


The expenditures for the year, including all statutory 
charges, are estimated at $430,457,828. A division of these, and 
a comparison with the actual expenditures last year, are: 


COMPARISON OF ESTIMATED EXPENDITURES 1931-32 WITH ACTUAL 
EXPENDITURES, 1930-31 


—— Actual Estimated 
1930-31 1931-32 
$ $ 
Ordinaryzespendituress ete ercere on ere 389, 560, 722 391,552,085 
Unemploymmentmelician. caer isan ce te emai nels 4,431,655 13,000, 000 
Capitaliexpenditurests..cee. ak aes c ee een 28, 222,342 18, 484, 243 
SpecialeexpendiGUreS a. cecps aaaeyalreocuere a ia 12,357, 674 4,378,000 
Loans and advances non-active.................+ 5, 488, 264 3,043, 500 
440, 060, 657 430,457, 828 
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It will, therefore, be noted that with estimated revenues 
of $325,120,000 and with estimated expenditures of $430,457,828, 
parliament must take under consideration ways and means to 
secure added revenues if the accounts are to be balanced. The 
sum of $105,337,828 will be required if all expenditures are 
treated as charges against the year’s revenues. On the other 
hand, if the $18,484,243 on capital account, plus the $1,700,000 
estimated to be required by the Quebec harbour commission, 
which in the foregoing table is included in Loans and Advances 
non-active are treated as permanent improvements, and paid 
from borrowings, the additional amount required is $85,153,585. 
The new imposts to be authorized by the resolutions about to 
be tabled will, it is hoped, produce an additional estimated 
amount of $78,175,000 and for the purpose of showing the in- 
creases by sources a summarized list is now given: 


Custome ditions . caivh re tia stzteeoe oreiis « dab.s oaepta kis -cng Be $ 5,000, 000 

Excise Taxes— 
Sales fax 54), .cel dhs «see eae ee eiad Eek Foti ASO Ba ables 52,500, 000 
Tax Gn SI DOR, seece tees write es ae Acta poate lea rete an orgopraare 7,500, 000 
Stampa lis Wis) 2cleas STA te dees PGs Poe panera beara: 1,000, 000 
EWHGOMNG: TAX, cS a8 Mrced oe Cee Cote ne paces See ates Saas 9,500, 000 
Post Oia ses seitece tare vaca ete teenies ince «rete eects © 2,175,000 
Other taxegits 5. cecce:.ceewa tases spr aaack waben its stoem-9 Se set 500, 000 
$78,175, 000 


On the basis of the present volume of business, it is esti- 
mated that these additional taxes will yield $94,000,000 in a 
twelve months’ period. 


To give a comparison of the estimated total revenues for 
the present year, with the actual revenues of last year, the 
following is submitted: 


ESTIMATED REVENUE, 1931-32, AS COMPARED WITH ACTUAL 
REVENUE, 1930-31 


—— Actual Estimated 
1930-31 1931-82 
$ $ 
Customs datiasiscs.. 252) OG ee Hs; ieee $131, 209,000 122,000, 000 
Wixise Cities © 6 ctur do airs yo ie eae a en 57,747,000 59, 500, 000 
Texcise GALES! F555. no dae. Cees San ee Seat eho ed 34,735,000 99, 000, 000 
Tnaoine tas) 6. ssa dices anise Aedseo Berea ae 71,048, 000 63,500, 000 
Boat Ome! 4s chacca dr cks «tered ou cees Aen 30, 212,000 32,675, 0007 
Interest.on Investments. 54% d-ccear> cena ns 10,421,000 8,800, 000 
Miscellaneous Revenue...........-cecccccccscece 14, 221,000 13,776,009 
op MS PAE | SB See 
349,593,000 399,251,000 
German reparation payment and miscellaneous 

TOOGIDLB: 6 o.0.00 ce dads mans ep ope NRGRER ST pay 6,622,000 4,044,000 
356, 215, 000 403,295, (000 


ee ee, ee 


’ 
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With estimated expenditures of $410,273,000 exclusive of 
expenditures on capital account and advances to Quebec harbour . 
commission, but including the balance of $13,000,000 of the 
unemployment relief appropriation of 1930 and estimated rev- 
enues of $403,295,000, the deficiency in revenues under expendi- 
tures, based upon the estimates made, will be some $7,000,000. 


The $13,000,000 for unemployment relief is a commitment 
actually made in 1930-31, and would more properly be considered 
in the accounts of last year, but under the government’s system 
of book-keeping, the actual disbursements not being made until 
this year due to the time necessary for the usual accounting 
formalities, they serve to add to the expenditures of the present 
year. Taking this into consideration, the figures presented indi- 
cate a balancing of the budget by a substantial margin in respect 
of expenditures properly applicable to 1931-32, after excluding 
capital. 

While on the subject of our commitments for the year, let 
me say that contractual obligations entered into by the harbour 
commissions of Halifax and Saint John under the former admin- 
istration involving millions of dollars of expenditure for which 
no parliamentary sanction was in existence will add materially 
to our financial requirements. It will be necessary for the 
government to ask parliament to make provision for the imple- 
menting of these contracts. The whole matter is under investi- 
gation and report but it is possible to say that the amounts 
involved in these contracts and in ancillary expenditures which 
are recommended to render the main projects of commercial 
value will be over $6,000,000 divided about equally between these 
ports. Also, in respect of the elevator built in 1927 at New 
Westminster but not yet in operation, some $300,000, in addi- 
tion to $700,000 already provided by way of guarantee of securi- 
ties, is asked of this administration to meet commitments made 
but not provided for. 


Outp AGE PENSIONS 


Included in the expenditures to which I have referred, con- 
templated for this year, are those provided by the main esti- 
mates, and the additional sums which we have provided for 
supplementaries, besides a sum for old age pensions, increasing 
our contributions to the provinces from 50 to 75 per cent for 
this year only in respect of the total sums that are paid. 


CoaL SUBSIDIES 


\ We propose to implement the promise made by the Con- 
servative party at the convention which was held at Winnipeg 
by providing a further sum of $1,800,000 coal subsidies. 
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ALBERTA AND EASTERN British CoLUMBIA MOVEMENT 


On coal movements from Alberta and the eastern area of 
British Columbia to the Manitoba market some 100,000 tons 
have been moved since June of last year. 

We now propose to grant a higher rate of assistance on 
Canadian coal shipped to this market and at the same time 
extend the area as far east as Fort Frances and Sioux Lookout. 
The increased assistance now provided should do much to extend 
the market for Canadian coals. The assistance provided in this 
case is by the payment of % of one cent per ton per mile on 
coal to Manitoba and 4 of one cent per ton per mile on move- 
ments eastward as far as Fort Frances and Sioux Lookout. 

Maximum $2 per ton into Ontario. 

Maximum $1.50 per ton into Manitoba. 

Shipments of lignite from the Saskatchewan field will be 
assisted by a payment of 14 of one cent per ton per mile on 
movements to Manitoba and that part of Ontario just men- 
tioned. The previous assistance granted amounted to a straight 
bonus of 50 cents per ton applying only to the Manitoba market. 
This is now extended as far east as Fort Frances and Sioux 
Lookout. 

Maximum $1 per ton. 


British Columbia 


It appears that with reasonable assistance the coal industry 
ot British Columbia can be improved and with this end in view 
the government has decided to assist by granting the sum of 25 
cents per ton on sales of coal sold for fuel, for ships’ stores or 
for export to foreign countries. This assistance will not apply on 
exports to the United States of America. 


There again one is confronted with a situation of great 
seriousness. The people of the Pacifie slope, when they sub- 
stituted oil for coal, probably did not realize the extent of the 
injurious effect upon the coal industry. Therefore, along the 
coast of British Columbia where oil burners have been substituted 
for coal grates, changes cannot be made without causing tre- 
mendous losses in a period of great depression. The same thing 
applies to other matters, so much so that when the new hotel 
was built at Vancouver, the pressure to burn oil succeeded over 
the pressure to have coal used until my hon. friend the Minister 
of Railways reversed the decision and provided that coal should 
be burned. There are great merits to the use of oil as a fuel, 
but it is imported into this country and when the gasoline is 
taken from it the crude oil becomes available for fuel purposes. 
Industries have been established using that fuel, and to change 
back to coal would involve tremendous losses at this time. 
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New Brunswick 


The assistance previously granted to the eastern coal indus- 
try did not extend the markets for New Brunswick coal. The 
assistance now authorized is by a payment of ~ of one cent 
per ton per mile on movements to points in the provinces of 
Quebee and Ontario. 


Maximum $1.50 per ton. 


Nova Scotia 


Coal movements from the province of Nova Scotia to points 
in the provinces of Quebec and Ontario are further encouraged 
by a payment of 4 of one cent per ton per mile to Quebec 
and 4+ of one cent per ton per mile to Ontario from St. Law- 
rence ports. An all rail winter movement is also provided by 
the payment of 14 of one cent per ton per mile. 


Maximum 75 cents on the 4 rate; maximum $2 on the 


¥%4 rate; maximum $1.50 on the § rate. 


Summary 


If, under this assistance, the total potential coal markets 
are secured it should provide a movement of nearly 1,800,000 
tons of Canadian coal at a cost of approximately $2,000,000. 

That extends until the year 1933, as will be indicated 
further as we progress. 


Shipment of Alberta Coal to Ontario at $6.75 Freight Rate 


Order in Council P.C. 489, approved 16th March, 1928, 
authorized $6.75 rate for seasonal movements of coal from 
Alberta to Ontario for not less than three months in each year 
during a period of three years. 

Provisions were extended for another year by P.C. 1268 
of 5th June, 1930. 


Provisions have been made for a continuous movement 
from August 1, 1931, to March 15, 1982. 


Findings of Cost by Railway Board 


In respect of the 1928 movement the Board of Railway 
Commissioners reported that payments were to be made by the 
Government on the cost basis of $8.23 per ton, making $1.48 
per ton as the amount to be paid by the government to the 
railways. 
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With respect to the 1929 movement the railway board’s 
finding was on the cost basis of $8.97 per ton, making $2.22 per 
ton as the amount to be paid by the government. 


No decision has been handed down for the 1930 movement. 


SUMMARY STATEMENT OF SEASONAL MOVEMENTS OF ALBERTA 
COAL TO ONTARIO 


Seasonal Movements Tonnage Cost to 
Shipped Government 
$ 
1028; April 15 to: Jal 16s are Na. Sas sala eee 32,101 47,509 50 
1030; Jan. 1b to Julyiglcoe ae eee ee 37,115 82,396 55 
1928-80; Deo.) to July 8 eis Aen 26,156 |No payments as yet 
080-81: Oct..25 toduly:3l... cece ete eee 12,167 |No payments as yet 


Aid to Wheat-Producing Industry 


The third matter to which attention is directed is 
that touching the movement of wheat. There has been a suc- 
cession of bad harvests in some parts of western Canada, and 
during the last few weeks lack of moisture—I speak subject to 
correction, I hope—has caused a loss of this year’s prospective 
crop in a great deal of that area. My advices by telephone 
were that very few days would determine the fate of a con- 
siderable portion of the crop. In some parts of the country 
this is the third crop failure and the reserves of the people are 
entirely exhausted. Two things must happen: First, provision 
must be made to assist those who have a crop, because they 
have considerable obligations, taxes, etc., which must be dis- 
charged. Other methods will be taken to deal with the situ- 
ation of the provinces which are not in a position to assist those 
who with their reserves exhausted and their crops a failure for 
the third time are practically ruined. We therefore propose to 
provide that the freight rates shall be adjusted by this country 
absorbing five cents per bushel on all wheat that is exported of 
the crop of this year. That provision is effective this year. 
That amount is taken into consideration in the estimates I have 
given of the expenditures for the year. 


TAXATION PROPOSALS 


I now propose to indicate to the house the methods to be 
adopted for the purpose of raising the necessary revenue to meet 
expenditures. We believe that if the revenues show any appre- 
ciable expansion the budget will be balanced at the end of the 
year. At the most however the expenditures which will be called 
upon to be met by short date treasury bills will amount to less 
than $10,000,000. I thus come to the ways and means by which 
we propose to make good the supply. 
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Two principles have to be borne in mind; the first is that 
however tempting the field may be, in a period of great depres- 
sion departure from known practised methods of taxation should 
be as few as possible. In other words there should be as little 
dislocation of business as possible and the taxes imposed should 
be those with which the people are familiar. The second is 
that taxes should be as light as possible having regard to the 
conditions which prevail. One of the paradoxes of a situation 
such as the present is that when money is required most, 
the people are least capable of paying it in the form of tax- 
ation. That is the condition found in periods of universal 
depression. 

Customs TARIFF 


Applying these rules first of all we take up customs duties, 
or the tariff. By this government the tariff is used for the pur- 
poses I have already indicated. I should have liked to have a 
complete revision of the tariff, as I indicated at the short session 
would take place. However circumstances and conditions over 
which we had no control made such a revision impossible at the 
present moment. With that in mind we have undertaken revision 
of only such items as it was necessary to deal with to ensure 
the maximum of employment by reason of the operation of the 
new rates. A similar result was obtained by our action during 
the last session. I pause at this time to ask hon. members 
opposite what the condition of this ecuntry would have been 
had there been no short session. I just put that question to my 
hon. friends. The number of items with which we have dealt 
and which deal with rate-making included in the resolutions 
number about two hundred. A feature of the amendments is a 
provision for the collection of duty by which we follow the 
modern practice adopted in other countries whereby for duty 
purposes containers are treated as contents. That provision 
applies to cheese, powdered milk, macaroni, dried fruits, soap 
and the like. In almost every case, with only two or three 
exceptions, changes of rates are confined to the intermediate 
and general tariffs; in other words, the British preference has 
been left untouched. In connection with agricultural and other 
food products there are increases under the intermediate or 
general tariff, or both, in respect to numerous commodities. 
The more noticeable items in this class are live hogs, fresh 
meats, bacons, hams and shoulders; shell eggs, cheese, hops, 
powdered milk; peas, Indian corn, hay; field, root and garden 
seeds; canned fruit and vegetables, raisins, oranges. 


Another item which has involved much discussion is that 
concerning the automobile industry. Hon. members will recall 
that a few weeks ago certain changes were made in the auto- 
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mobile schedule under an order in council which provided that 
the discount to dealers should not exceed 20 per cent for duty 
purposes. As is known, automobiles subject to duty at the 
present time are divided into two classes, those valued up to 
$1,200 and those ranging from that figure upward. We pro- 
pose for duty purposes to divide automobiles into three classes: 
first those valued up to $1,200, second, from $1,201 to $2,100, 
and third, above $2,100. In connection with the first named 
class there are no changes in duties. In connection with the 
second group the general tariff is increased from 274 per cent 
to 30 per cent. On the third group the intermediate and gen- 
eral rates are increased to 30 and 40 per cent respectively. The 
automobiles in this latter group are what my hon. friends refer 
to as luxury cars. 

Now I come to the question of drawbacks. It will be 
recalled that on more than one occasion the hon. member for 
Macleod (Mr. Coote) pointed out that the drawback of 25.per 
cent on all the imported commodities which went into the pro- 
duction of an automobile operated, if at all, unfairly on Canadian 
industry. What we propose to do is this: first, the drawback 
shall not in any event exceed 60 per cent, and second, the draw- 
back shall not apply to commodities which I shall hereafter 
enumerate. As indicating the extent to which this country has 
made progress in the way of developing its industries I should 
like the house to consider the items upon which drawbacks will 
not be granted. The articles to which I have referred are as 
follows: 

Rubber tires; wheel rims; wheels, including hubs and drums; 
tire carriers; tire covers; wheel carriers; brakes, service and 
emergency; brake linings; brake pedals and operating levers; 
chassis springs, between frame and axles; shock absorbers, chassis 
frames; front axles, forged type only; clutch and clutch pedals; 
universal joints; propeller shafts; transmissions; gear shift levers; 
rear axles, except banjo housings; radiator cores; exhaust pipes; 
mufflers; gasoline tanks; running boards and covers; front and 
rear fenders; bumpers and bumperettes; steering gears; head 
and tail lights, not including lenses; dome lamps; electric light 
globes; electric wiring and cable; spark plugs; batteries, starting 
motors; electric generators; drag links; motor fans; motor fan 
belts; thrust bearings, ball or plain; motor hoods, sheet metal; 
motor hood clamps; anti-squeak braids and strips; moulded 
rubber parts; lubrication fittings; wheel hub caps; sand castings; 
drop rolled or pressed forgings; bolts, nuts, screws, tacks and 
studs; head pins and clevis; cotter pins; plain washers; coil 
springs and seat springs; wood frames for bodies; rubber and 
pyroxilin covered or doubled top fabrics and curtains; wind- 
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shields complete; upholstering fabrics and materials other than - 
printed fabrics; rubber tubing and windlasses; floor boards; car- 
pets; window shades; paints and varnishes and solder; stampings 
of all kinds other than radiator shells, and cowls and body stamp- 
ings; tool kit equipment, including jacks; robe rails and foot 
rests; curtain and carpet fasteners; rear view mirrors; gear shift 
lever knobs; felt parts; clocks, stem winding; window finishing 
strips. 

The list I have given comprises items made in Canada and 
which it is proposed shall hereafter be used in manufacturing 
automobiles if duty agreements are not to be made. Canadian 
manufactured cars using those parts will not receive any draw- 
back, with respect to the other items which have to be used to 
produce cars in this country the drawback will be 60 per cent 
instead of 25 per cent. 


Closely associated with the automobile question is that of 
used automobiles. Endeavours to dump such cars into this 
country have been very noticeable during the last few months. 
We propose to place used automobiles on the prohibited list. 
Hereafter no used automobiles will be imported into Canada 
except as settlers’ effects or travellers’ vehicles. 


We come now to another item which will greatly interest 
the house, I am sure—that is coal. It is proposed to impose a 
duty of 40 cents per ton on anthracite coal and $1 on coke under 
the general tariff—free under British preferential tariff. It is 
proposed that the rate on bituminous coal and coal screenings 
shall be raised to 75 cents per ton, and that the general tariff rate 
on charcoal be $7.50 per ton. 


The leather schedule secures increased rates under all tariffs, 
the alterations affecting kid, upper leathers, sole leathers, East 
India kips, belting leather and belting, glove leathers and leather 
garments, 

We come now to another matter which has been given much 
attention by legislators during the last twenty-five years, namely, 
the importation of magazines and periodicals. I was told the 
other day that at one newsstand there were 350 different maga- 
zines and newspapers on sale. As to a very large number of 
them, certainly some people would be better off if they did not 
read them. 


An hon. Mremper: All people. 


Mr. Bennett: Yes, all people. We therefore propose that 
magazines and periodicals shall be made subject to a specific 
duty of 15 cents per pound, under the general tariff, except in 
the case of such as may be placed on an exempted list by order in 
council. At the present time the censor undertakes to exercise 
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some control over these matters—a control that at times has 
been more or less difficult. That provision of the tariff as to 
prohibition of the importation of such publications will remain 
as at present. Under the direction of the governor in council 
magazines for educational and scientific and religious purposes 
will be allowed to enter free. 


Tariff changes affecting iron and steel include increases on 
steel plate, wire netting, machinery, safes and miscellaneous 
manufactures of iron and steel, with decreases on green saw steel, 
hot rolled strip steel for cold rolling, various kinds of steel wires 
and bessemer steel billets. 


One of the items that I mentioned in September last about 
which there has been much discussion in this country is furniture. 
Last summer I had an opportunity to see many of the furniture 
factories of this country. I found that they were working a very 
limited time per day but making quite as good furniture as is 
made in any part of the world, if not better— 


Some hon, Members: Hear hear. 


Mr. BenNerr: —but they were subject to dumping competi- 
tion that certainly was interfering with their trade. We propose 
to make some slight change in that regard, particularly with 
respect to furniture, including metal furniture, veneers, ply wood, 
clothespins, golf clubs, tennis rackets, and so on. 


The textile schedules are limited, and the changes very few, 
the significant one being increases on linen fabrics and articles, 
excepting damasks, all of which are made in Canada. Damasks, 
a tariff on which might affect the trade of northern Ireland— 
have not been touched. We propose to see that there shall be 
no increase in price, but that the Canadian industries shall have 
an opportunity to compete fairly with their competitors. The 
changes also involve increased tariffs on fabrics of pure silk, with 
decreases on mohair yarns. With respect to pure silk, we desire 
to protect our manufacturers from competition with dumped silk 
from abroad which is sent in here at almost any price. Our silks 
are the equal of any made in the world; in fact a branch factory 
in this country is a subsidiary of a company that employs some 
50,000 people in the United States. 


Prepared roofings, wallboards, insulating materials, and so 
on, are increased in rates, as are wallpapers and containers. 


Building stone of all kinds, both rough and finished, as well 
as building brick, magnesite and ground feldspar, will bear higher 
rates than formerly. 


No changes are made in respect of farm implements, although 
the item covering repair parts is extended in point of time. That 
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is, when we increased the duty last year on agricultural imple- 
ments, we found there were certain repair parts made by com- 
panies that had no factory in Canada. I am happy to say they 
are likely to open one at no distant date. In the meantime parts 
to repair their machines will continue to come in under the old 
tariff for another year. 


The tariff on clocks and watches is revised, the rate being 
increased, and provision is made for increases on window glass 
and laminated glass. I should think there would now be a 
noise on the other side of the house. 


The tea schedule is radically revised, the former free entry 
of bulk teas under the British preferential tariff being cancelled 
and replaced by rates of 4 cents, 8 cents, and 8 cents per pound 
on teas imported direct from place of growth or imported from 
the United Kingdom, and rates of 10 cents, 10 cents, and 10 
cents per pound on teas otherwise imported. It will probably 
be remembered that at the last general session one item only 
in the tea schedule was touched, and that tea unless it came in 
in packages of a certain weight was still subject to a high tariff; 
it was made free in respect to other packages. It is now pro- 
posed to revise that schedule by placing a duty of 4 cents and 
leaving the rates for other tea items just as they stood, except 
as to making the tariff applicable to all packages regardless of 
their weight. 

The rates on the so-called “basket” item, that is, the 
rates covering everything not specified, has been increased to 
25 per cent. That is only in keeping with the conditions now 
obtaining throughout the world. 


I have given the principles which govern the application 
of the tariff to protect Canadians. I put this question to every 
member of this house: Can Canada in a protected world be 
other than a protected country? 


Mr, Youne: Yes. 


Mr. Bennetr: Then if that be so it merely means that 
we are inviting all the protected countries of the world to 
destroy our own. There is no gainsaying that. It is an unfor- 
tunate thing perhaps, but it is true that all the countries of the 
world are now protected countries, and Canadian products may 
find access to their markets only by paying very high tolls. 
Can this country afford to be an unprotected country against 
the competition of the protected countries of the world? 


Some hon. MempBers: No. 


Mr. Bennett: We have answered that question in the 
way I have indicated, and by that answer we stand or fall. By 
the application of this tariff we are of the opinion that we shall 
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receive substantially increased revenues as I have indicated in 
the table I have just given to the house. 


IncoME TAX 


I next pass to the income tax. We propose to raise addi- 
tional revenue by increasing the rate on corporations from 8 to 
10 per cent—an increase of 2 per cent. The United States rate 
at the present time is 12 per cent. That additional 2 per cent 
we will make payable between now and December, free of 
interest, on the present tax returns. That, we believe, will 
yield us an additional $8,000,000. 

We also propose that there shall be a modification of the 
present income tax by providing that a 2 per cent rate shall be 
levied on the returns of all investments made by non-residents 
in this country. All other countries of which I am aware have 
such a tax, usually higher than 2 per cent; but in order to 
attract, if it be necessary, additional capital to this country 
for safe investment, we are asking that the rate be only 2 per 
cent. In other words, those from abroad who have formed 
companies here or put their money in trust companies for 
investment will contribute to our revenue 2 per cent of such 
income derived from their Canadian investments. We believe 
that is not an unreasonable rate to charge under existing con- 
ditions, being, as I have said, somewhat less than that obtain- 
ing in other countries. I am reminded by my friend the Minis- 
ter of National Revenue (Mr. Ryckman) that those who pay on 
their Canadian income 2 per cent will receive credit in their 
own country, wherever it may be, so far as we are able to 
ascertain, certainly in Great Britain, France and the United 
States—for the tax thus paid in this country upon production 
of satisfactory evidence that it has been paid. That is the 
principle adopted by other countries; on investments made in 
Great Britain by Canadians the tax paid is credited against 
their tax bill in this country when they come to pay their 
income tax. 

I may add that it is proposed also during the present ses- 
sion entirely to amend the Income Tax Act. Family corpora- 
tions will be abolished. It is about time. In addition to that 
we propose to present a new schedule of rates based upon ithe 
experience of the commissioner of taxation. Mr. Walters was 
usked to prepare, with the aid of his officials, what he con- 
ceived to be a proper tax rate for this country, having regard 
to known conditions. He has done so, and the government 
proposes to adopt his recommendations. The exemptions will 
be somewhat increased, but it is thought desirable that the rate 
should start at one per cent, with another one per cent added 
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with each additional $1,000 of income until the maximum is 
reached, which will be 25 per cent. In other words, on the 
larger incomes 25 cents out of each dollar will be paid to the 
state. 

It may amaze the house to learn—and perhaps it will be 
interesting to hon. members, as.it was to me—that the amount 
of income tax collected in this country since the tax first was 
put on the statute books, including the business profits war tax, 
has reached the huge sum of $902,000,000 collected at a cost of 
$24,000,000. 

The rate I have mentioned is a little, but not much, greater 
than the rate prevailing in the United States. There the exemp- 
tion is $1,500 for unmarried persons and $3,500 for married 
persons. On the first $4,000 of income the rate is 14 per cent; 
on the next $4,000 the rate is 3 per cent, and on the balance the 
rate is 5 per cent, with a surtax to a maximum of 20 per cent 
on incomes in excess of $10,000. 


In addition, it is proposed that dividends from Canadian 
corporations, up to $10,000, shall be exempt from taxation, to 
the extent of one-half the income of the taxpayer. In other 
words, if a man has an income of $20,000 per annum, of which 
$10,000 is derived as dividends from Canadian corporations, he 
will not pay a second tax on his dividends, because it has already 
been paid through the tax paid by the company. That was the 
law at one time and still is the law in most countries. The limit, 
however, is $10,000, and the exemption granted shall not in any 
case exceed one-half of the total income of the taxpayer. If 
a taxpayer has an income of $30,000 he will be able to obtain 
credit only for $10,000 of Canadian dividends. 


Mr. Power: May I ask when these changes will come into 
effect? 

Mr. Bennett: On the first day of July; I was just coming 
to that. The first item I mentioned, that is, the two per cent 
additional which corporations must pay, will be between now 
and December 31, without interest, and the other items will be- 
come effective on the Ist day of July. The-new act will be intro- 
duced for the purpose of dealing with next year’s taxes. There 
will be no change in the present individual rates; they will 
remain for the current year. 


Postace Rate 


I pointed out a moment ago that the Post Office Depart- 
ment has a very substantial deficit. We propose to meet that 
deficit first of all by adding one cent to the postage rate. That 
is, the tax is one cent, as it was and is on drop letters, the full 
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rate being two cents, one cent for postage and one cent for 
tax. We propose to make that of universal application and 
put back the one cent tax where it was before it was taken 
off a few years ago. It will be recalled that the government of 
Great Britain declined to reduce the postal rate in that country 
from three cents because the revenue was required. The Prime 
Minister of Australia told me this rate was required also in 
Australia in order to balance their postal budget. So we pro- 
pose to obtain the additional revenue by adding the one cent 
tax, which is now applicable only to drop letters in the city, 
making the rate three cents in the one case and two cents in 
the other. 

We also propose that the Post Office Department, which 
every year has lost millions of dollars in the transportation of 
newspapers and magazines, now shall be reimbursed as far as 
it is possible to do so, by the payment first of all of a cent 
and a half per pound instead of one cent per pound on all news- 
papers and periodicals having a net circulation in excess of ten 
thousand. The first ten thousand will carry the present rate 
of one cent, and the weekly newspapers will continue to be 
carried at the rate in force at this time. The new rate will be 
one and a half cents, subject to the exception of religious, agri- 
cultural, scientific and educational papers and magazines, By 
these methods we believe we will make nearly a balanced budget 
of the Post Office Department. 


SpecIAL Excise Tax oN Imports 


We have then added an additional one per cent special 
excise tax on all imports that pass through the customs of the 
country, free or otherwise, i.e., a special excise tax of one per cent 
on the invoice price passed by the customs. 


Sates Tax 


We have also provided for increase of an additional three 
per cent in the sales tax. This will put it back where it was 
some years ago, as hon. members will recall. Last year it was 
reduced one per cent, and one per cent reductions have been 
made in other years. We are putting it back to four per cent, 
adding three per cent to the present rate. 


Stamp Tax ON CHEQUES 


We believe that, with one more addition, these changes will 
provide a very substantial increase in our revenue. I refer to 
the stamp tax on cheques. You will recall that the law now 
provides that cheques for an amount of $10 and less pay no 
tax, while cheques for over $10 pay two cents. Many people 


62 


who receive their embossed cheque books have been in the 
habit of not differentiating between cheques for less than $10 
and cheques for more than that amount. It is now proposed 
that all cheques shall pay two cents, as it is in England. Prob- 
ably the embossed cheque will enable everyone supplied with 
cheque books by the banks to carry on their banking operations 
without inconvenience, and this will add greatly to the revenue 
of the country. Referring back to the sale tax for a moment, 
of course that tax is subject to exemptions, which are some- 
what circumscribed as compared to those now provided. 


Sir, I think it will be agreed that the record of the perform- 
ance of the Canadian people during the last fifty or sixty years 
is such as to command the pride of every Canadian and the 
admiration of most people throughout the world. We now face 
a period of world wide depression, and it becomes important for 
us to face what lies before us with courage, with determination 
and with faith. I am sure there is no Canadian who has not 
sufficient faith in his country to believe that we cannot fail in 
building up a great nation; I am sure there is no Canadian who 
does not realize that to do so we must have not only faith but 
courage, persistence and determination. Above all we must have 
that unity of thought and purpose which is so essential at a time 
like this. Differences of political opinion we can readily under- 
stand, but there is a side to the lives of all of us which is not 
purely political. We are citizens of a great Dominion, and I 
think we can with fairness—and I trust with a great deal of 
assurance—appeal to all Canadians regardless of their political 
views, to unite in the common purpose of insuring that this 
country, in the greatest trial it has ever had in peace time does 
not fail. It must not fail; and if I read a few words which I have 
extracted from the Chronicles of the Pilgrim Fathers, written 
over three hundred years ago, I think the house will agree with 
me that they truly indicate the attitude of mind which we Cana- 
dians should all take to the problems that confront us. With 
these words I will conclude what I have to say: 

It wonderfully encourageth men in their duties, when they see the 
burthen equally borne; but when some withdraw themselves, and retire 
to their own particular case, pleasure or profit, what heart can men have 
to go on in their business? When men are come together to lift some 
weighty piece of timber, or vessel, if one stand still and do not lift, shall 
not the rest be weakened and disheartened? Will not a few idle drones 
spoil the whole stock of laborious bees? So one idle belly, one murmurer, 
one complainer, one self-lover, will weaken and dishearten a whole colony. 
Great matters have been brought to pass, where men have cheerfully, 
as with one heart, hand and shoulder, gone about it, both in wars, build- 


ings and plantations; but where every man seeks himself, all cometh to 
nothing, 
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These words were written some three hundred and ten years 
ago at a time of great strain and stress in the new colony that 
had been founded by the efforts and labours of those who, coming 
out from the old country, landed at or near Plymouth. They 
are applicable to-day; and if many of the observations I have 
made are highly disputatious, as they may be, I feel quite 
certain that in this great crisis that now faces us, men will not 
for a single moment be governed and guided entirely by political 
considerations but rather that they will have an enduring faith 
in their country, a courage and determination that it shall not 
fail in the great task in which we are engaged, and that all Cana- 
dians, men and women of good will, will unite for the common 
purpose of advancing the common interest of all our citizens. 
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HON. EDGAR N. RHODES, M.P. 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, WEDNESDAY, APRIL 6 
1932 


Mr. Speaker, in moving that you do now leave the Chair for 
the purpose of enabling the House to resolve itself into. Com- 
mittee of Ways and Means, to make good the supply to be grant- 
ed to His Majesty for the fiscal year ending March 31, 1933, 
may I at the outset crave your indulgence for those imperfec- 
tions which are bound to appear in the discharge of a difficult 
and onerous task on the part of one who has been Minister of 
Finance for but a few short crowded weeks. 

These imperfections will be the more apparent and my 
task the more difficult when viewed in the light of the brilliant 
achievements of my immediate predecessor in office. 

This review of the year’s financial operations will be made 
under five headings :— 

(1) A brief reference to events which have so profoundly 
disturbed international finance and the consequent, 
reactions on our own situation; 

(2) The financial operations and accounts of the Dominion 
for the fiscal year ended March 31, and in this regard 
it will be understood that the figures are not final but 
represent the closest estimates that can be made; 

(3) Canada’s trade and commerce; 

(4) The estimated revenue and expenditure for the fiscal 
year 1932-33, and 

(5) Ways and means for securing the revenues required to 
meet the estimated expenditures. 

The past year was replete with financial difficulties and 
problems, many without precedent. Canada, in common with 
other nations, was in the midst of a period of declining prices 
and diminishing revenues. During the summer, coming events 
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began to cast their shadow over international finance. The 
crisis in Germany, following quickly after the collapse in May 
of the most important bank in Austria, brought sharply to the 
attention of the world the need for international action upon the 
vexed question of reparations and inter-governmental war 
debts. The proposals of President Hoover for a one-year 
moratorium were heralded as a signal for returning world- 
confidence but the optimism was unfortunately short-lived. 
Although the debt holiday was accepted after some delay, its 
effect was partially lost in the controversy which served only to 
emphasize the difficulties of the situation. Meanwhile, the 
climax drew near, brought on by a repatriation of credits and 
consequent withdrawals of gold from countries whose reserves 
had already been reduced. Throughout the world, gold was 
ceasing to be a medium of exchange, becoming instead a com- 
modity to be jealously guarded. The pound sterling became 
daily subject to test and finally the world was startled by the 
announcement on September 21 that Great Britain had been 
forced off the gold standard. She was followed in rapid succes- 
sion by many other countries. In the United States, problems 
arose as a result, on the one hand, of hoarding by individuals, 
and, on the other, of the effort of their great financial institutions 
to build up their “liquid position.” The fall of foreign exchanges 
and the dumping of securities brought on practically a demoral- 
ization of the investment markets. 


It goes without saying that these events had a peculiar 
significance for Canada, a debtor country, having at the moment 
an unfavourable trade balance. Our exchange could be main- 
tained only so long as financial operations, based upon normal 
conditions and confidence, were resulting in a net inflow of 
money. Between October 1, 1931, and March 31, 1932, the 
Dominion, provinces, municipalities and semi-public bodies, 
had, it was estimated, $72,000,000 of debt maturing in New 
York or London, and in addition, $80,000,000 of external interest 
charges had to be provided. Added to these, there were the 
debts of corporations and individuals. With these obligations 
to be met, the dislocation of external money markets presented 
no inconsiderable threat to our credit abroad. 


Steps had been taken on September 8 to improve our 
position in New York by the opening up of negotiations for the 
sale of $50,000,000 Dominion guaranteed bonds of the Canadian 
National Railways which at that time had $37,000,000 of short- 
term credits borrowed in that market. The best tender was 
from a syndicate which purchased $25,000,000 outright and 
took an option on the remainder. The issue was popularly 
priced, and the option was exercised. However, much of the 
buying was on Canadian account, and it was necessary to arrange 
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for partial settlement in Canada, the consequence being that to 
avoid a serious disruption of the already sensitive exchange 
situation, only part of the New York short-term loan could be 
paid off, leaving $18,500,000 to be renewed. 


Following the decline in sterling, the Canadian dollar showed 
continual depreciation. The low was reached on December 16 
when the premium on New York funds was 24% per cent. It was 
realized that, notwithstanding the high credit position of Can- 
ada, any effort to stabilize exchange at par with gold could not, 
under conditions then existing, be successful. Our policy was 
therefore directed to accomplishing two results: First, to ensure 
the prompt payment of all obligations due abroad according to 
contract and, second, to assist in maintaining normal currency 
and credit conditions within Canada. 


On the 14th of September, the Government commenced 
buying the gold production of the larger Canadian mines, on a 
basis approximate to the value of New York funds. This gold 
has been used to meet obligations in New York and has been 
sufficient to keep the Dominion out of the exchange market, 
and at times to provide external gold funds for the National 
Railways and provinces. From the viewpoint of Canadian 
commerce, the policy was generally advantageous. 


With respect to the internal situation, the needs of industry, 
of crop-marketing agencies and of public bodies harassed by 
falling revenues, made it obligatory that credit facilities in 
Canada continue to operate smoothly and at reasonable cost to 
borrowers. Also it was imperative that there be no flight from 
the Canadian dollar through fear of inflation. This could be 
accomplished only by maintaining domestic confidence and by 
preserving a reservoir of credit which could be drawn upon to 
meet any external crisis. It was successfully accomplished 
under a policy authorized by the Order in Council of October 
19, which, while maintaining the redemption rights under the 
Dominion Notes Act, permitted the export of gold only under 
licence issuable by the Minister of Finance to chartered banks. 
On the 19th of October, the note issue, including those issued 
under the Finance Act, was $144,468,571, and the gold holdings 
represented over 45 per cent of the face value of the issue. On 
the 19th of March, 1932, the note issue, including those issued 
under the Finance Act, was $142,896,193; the gold holdings 
represented over 45 per cent. 


The number of licences issued to March 1 was 182, repre- 
senting gold to the value of $28,969,566. Of this amount 
$19,839,286 was on the Dominion’s account, being gold pur- 
chased from the mines; the balance was the property of miners, 
banks and individuals who deal in gold. 
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Well may Canadians look back with satisfaction over what 
has been accomplished. All external debts have been met on 
the due dates. The $72,000,000 principal amount of external 
debts, payable by the public bodies of Canada and maturing 
before March 31, was provided for partly by repayment and 
partly by renewal, but at this date only $33,000,000 of the 
original amount is represented by debt owing abroad, and this 
balance is so arranged that orderly redemption can be carried 
out without embarrassment. The holders of Canadian securities 
with obligations for external payment have received their 80 
millions of interest as it became due. 

This accomplishment, together with the strength of our 
banking system and stability of our financial institutions 
generally, has contributed greatly to the return of confidence, 
as exhibited in the improvement of the Canadian dollar in the 
exchange market, and in the higher quotations for Canadian 
public securities. 


REVENUES 1931-32 


The financial statements published from month to month 
during the year have indicated that in common with all other 
countries in the world we have experienced a marked decline in 
taxation revenue, which represents approximately 83 per cent 
of the total receipts of the Government. Of the major sources, 
the income tax alone has brought in approximately the sum 
estimated, having yielded $61,000,000. Customs receipts fell 
to $102,800,000, reflecting the drop in the value of imports 
occasioned by a number of factors, such as the further decline 
in prices, the unfavourable exchange rate as regards importa- 
tions from the United States and generally the policy of encour- 
aging production in Canada, 

The total receipts from taxes will be $273,300,C00, a state- 
ment of which, together with the comparative figures for the 
previous four years, is now submitted. 


TAXATION REVENUES 


(000 omitted) 
Esti- 
a 1927-28 | 1928-29 | 1929-30 | 1930-31 | mated 
1931-32 
Customs Import Duties.:.............. $156, 986]$187, 206/$179, 430|$131, 209/$102, 891 
Excise! Duties: £56. gush. Seen eae 57,401) 63,685) 65,036] 57,747) 48,688 
War Tax Revenues:— 
Banks. Aeeiinciccna sorte ae eee 1,225] 1,243) 1,408) 1,429) 1,397 
Trust and Loan Companies........... 345 Sila. 5h Se) eee eet oe ge ete 
Insurance Companies..........+....+5 999 895 74 TAL gee oss 
Delayed Business Profits............. 956 455] 173 34 3 
Income Daxrk ©. e's... Oe, Sek See 56,571} 59,422) 69,021] 71,048] 61,000 \ 
Sales Laxt supped it meee cae 72,100) 63,646] 44,859] 20,784! 41,271 
Manufacturers’ Stamp, Transportation 
MMAXGD: CUC Rear norccaie ce ick cee 18,123} 19,361] 18,550} 13,951] 18,098 
Total Receipts from Taxation........... $364, 706/$395, 921|$378, 551/$296, 276/$273, 348 \/ 
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PuBLic SERVICE REVENUES 


Collections from the various public services, it is estimated, 
will total $54,000,000. Post Office, which is the major con- 
tributor under this head, will show an increase of $1,500,000 
due to the raise in postage rates and because postage stamps may 
now be used for certain excise stamp taxes. The Post Office 
revenues are estimated at $31,748,000, as against expenditures 
estimated at $34,550,000. This does not include disbursements 
made by other departments on account of Post Office, nor does 
it, on the other hand, give any credit for handling the mail of 
the various branches of the public service free of charge. 


Interest on investments, being payments from harbour 
commissions, boards, etc., financed by way of loans from the 
Dominion, and including the regular payments by Roumania 
on its loan, it is estimfated will total $10,000,000. In this is 
included the interest paid by the chartered banks for advances 
under the Finance Act, which it is estimated will amount to 
$360,247, as compared with $539,984 last year. A five year 
comparison of the revenue from these public services follows:— 


NON-TAX REVENUES 


Estimated 
— 1927-28 1928-29 1929-30 1930-31 1931-32 
Canada Grain Act....... $ 2,677,877|$ 2,992, 540|$ 2,047, 207/$ 2,179, 047/$ 1,435,054 
Canada Gazette......... 81, 248 80, 214 93, 890 71,197 71, 229 
7 Freee eae A 1,355,677} 1,280,333) 1,048,647} 1,026, 671 981,963 
Cass teeth 2 oes. 3 Fee 3,626,236] 4,041,095} 4,300,710] 3,678,487) 4,035,864 
Chinese Revenue........ 14,179 18, 224 14, 346 21,996 115633 
Dominion Lands........ 3,688,595] 4,070,339} 4,139,104) 1,655,401 486, 974 
Blectricity acs .:655G3R- 563,913 563, 964 546, 957 632, 151 389, 405 
Fines and Forfeitures.... 568, 140 655,485 748, 343 433, 716 241,326 
Fisheries. ...0-0 seer 119, 144 109, 300 110, 724 73, 9387 40,197 
Gas Inspection.......... 85,716 92,398 100, 763 94, 255 75, 513 
Insurance Inspection.... . 123,768 131, 626 138, 780 148, 942 150, 993 
Interest on Investments.| 10,937,822) 12,227, 562| 13,518,205) 10,421,224) 9,997,357 
Marine... oc <n «saeeael an 191, 564 182,810 184, 637 199, 000 137, 358 
Mariners’ Fund.......... 222,048 236, 808 209, 322 201, 768 186, 018 
Military College......... 20, 232 20, 204 19,820 19, 882 20,045 
Military Pension Rev- 
re ee Pere 128,017 155, 830 158, 881 159, 000 159,991 
Ordnance Lands......... 14, 206 24,830 30,277 29, 384 13, 769 
Patent and Copyright 
Yo eg ee eet 495,792 530, 239 574,918 559, 646 522,846 
Penitentiaries........... 177, 933 178, 449 181,024 183, 288 145, 086 
Poet. Ottiae.. § vsa0¥\« fess 31,562,580] 30,611,964! 33,345,385, 30,212,326) 31,747,750 
Premium Discount and 
TEXGDANGO, ce ecse eich a7 594, 211 568, 846 531, 366 521,026] 2,754,526 
Public Works....:..+5..-. 395, 281 414, 085 408,151 362, 391 358, 083 
Royal Canadian Mounted 
Police Officers’ Pension 6,144 6,373 6,471 6, 357 6, 871 
Superannuation Fund.... 172 81 OY. Odea. G4. Saeed 2 
Weights and Measures... 361, 690 399, 247 407, 248 419, 750 400,455 
Total Non-Tax Revenues $58, 012, 180)$59, 542, 846/$62, 860, 180) $53, 310, 842/$54, 370, 206 
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SPECIAL RECEIPTS 


Having accepted the principle of the moratorium in respect 
of inter-governmental debts, our receipts from German repar- 
ations annuities were reduced to $1,001,570 applicable to the 
period prior to the Ist of July. 

This has been supplemented by $6,000,000 received from 
the Custodian of Enemy Property and taken into our accounts 
as a partial offset to the disbursements from the Consolidated 
Revenue Fund in respect of compensation paid to civilians for 
damages sustained in the war. 

The following is a comparative summary of the total 
revenues over the last five-year period :— 


SUMMARY OF ALL REVENUES 
(000 omitted) 


Hsti- 

— 1927-28 | 1928-29 | 1929-30 | 1930-31 | mated 

1931-32 
Receiptsfrom Laxation. 4.066.402.6505 $364, 706|$395, 921/$378, 551|/$296, 276|$273, 348 
Non-Tax Rewenues. .c.c¢ « cterise oxen 58,012} 59,543) 62,860) 53,311) 54,371 
Consolidated Fund Receipts............ $422, 718/$455, 464|$441, 411/$349, 587|$327, 719 
SpecialReceiptsa swe ree 7,129| 5,476) 4,771 6,622} 7,022 
$429 , 847/$460, 940/$446, 182/$356, 209/$334, 741 


ORDINARY EXPENDITURES 1931-32 


The ordinary expenditures for the year are placed at 
$378,700,0C0, which is approximately $19,000,000 less than was 
estimated. The expenditures on services for which provision is 
made annually by vote actually were $25,000,000, less than the 
amounts authorized by Parliament. On the other hand, certain 
statutory expenditures, such as subsidies to provinces, old age 
pensions and exchange, exceeded the estimate by $6,000,000. 

Over $3,635,000 was in connection with exchange, mainly 
the premium on gold purchased from the mines. This expendi- 
ture was largely offset on the revenue side by credits totalling 
$2,248,000, resulting from the sale of New York exchange and 
the discount on sterling purchased to meet London requirements. 
A further credit of $506,000 was realized in the purchase below 
par of sterling securities for sinking funds, which made a net 
expense for the year on premium, discount and exchange of 
$881,000. 
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A statement by services of expenditure on ordinary account 
for the last five fiscal years is as follows:— 


EXPENDITURES BY SERVICES ON ORDINARY ACCOUNT 


(000 omitted) 
Esti- 
a 1927-28 | 1928-29 | 1929-30 | 1930-31 | mated 
1931-32 
Pinance— 
Interest on Public Debt...............|/$128, 903/$124, 990/$121, 566|$121, 290/$121, 163 
Subsidies to provinces................ 12,517) 12,554] 12,497) 17,436) 13,695 
Charges of management.............. 885 923} 1,016 920 874 
Premium, Discount and Exchange... . 67 73 19} 3,635 
Superaumiation: 7) 35s ges. asiesthas 1,4 1,409} 1,321) 1,288) 1,148 
Cia! Governments, wayoi: « cam eis -Gieess ade 11,576} 11,820) 12,258} 12,628) 12,181 
PRP TOMECUL Ss. 55,2 cc cre eeeeeaeee 6, 488 7, 202 9,287} 9,144 9,275 
Pasherves 3:8. 3. 18 Tee ee W751 1,974 2,274 2, 262 1,922 
Ferns Qv ahi Oe o.oo. o. ete. nniaciks scivns case |e 2,705 2,632 2,104 2,255 1,857 
Fadia Affawer. ie. eee tee ee 4,200} 4,598 5,135} 5,866) 4,861 
Interior— 
Dominion Lands and Parks........... 4,083} 4,987 5,480} 4,970) 2,659 
Scientific Institutions. . 1.02.05 ..00 ee 734 794 817 817 550 
Government of Northwest Territories. 250 318 435 546 376 
Government of the Yukon............ 178 184 186 201 184 
Justice— 
Ad So iptra tigi tiece.: aenhe cs eaters 2,191} 2,203) 2,199} 2,214] 2,216 
SPURT AALSON eae has eters incr eee 1,756] 1,808) 2,561} 3,237) 2,808 
Labour— 
Technical Education.................. 966} 1,152! 413 391 300 
ERS Jia eA na eee a 131 833 1,537) 5,658) 10,251 
Genet dean ce eos ere 314 365 416 511 353 
Legislation— 
Petigment: «whan ieee 1,996 2,264 2,293 2,428 2,779 
leone so. che ee ee ee 45 62 26} 2,235 127 
Marine— 
Qoesii.dand Bivariate eo 3,749| 3,683} 5,136) 3,639) 3,824 
Lighthouse and Coast................ 2,771 2,813 2,875 3,392 2,620 
Scientific Institutions................. 270 288 317 368 417 
Steamboat Inspection................. 131 141 140 144 144 
Bibb Ui AULA: APR RRS LE oveees 1 624 679 806 789 649 
National Defence— 
MANGIA DOCUTOES: «oc ee en ce tarad tee 10,152} 11,044) 11,033} 10,953] 9,802 
Nawal Servaseas, » tcewhttne.cens: eee 1,702) 1,836) 3,013] 3,598) 3,215 
Al? Ol VOCE, cad chee een etc 3,892} 5,041} 5,921) 7,147) 4,072 
General Services. 6 tee Tee 116 103 227 127 4 
Government Northwest Territories 
(Radio) s7sqas hie ee eee ee ne 1438 139 140 218 198 
National Revenue. sdip roca eoSrar aie 11,801} 12,877} 13,131} 13,206} 13,033 
Pevsions; Wor, me iL. LBP BAe. 39,778} 41,487) 40,407) 45,966] 48,529 
Pensions and National Health— 
Treatment and after-care of returned 
OMUIOPE, «4:v nue Sewasdl Une ea eS 6, 959 7,902 8,494 9,774| 11,244 
Bealth:. .4...0.. fia eee 771 924] 1,021 943 895 
Poet Office ss. cokes esa eo 31,783} 33,483] 35,037) 36,293} 34,551 
Public Works— 
Charges to Income: . 2.0... .5.000,8 14,037] 17,003) 18,134] 23,763] 16,060 
Charges to Collection of Revenue.... 943 940 924 936 774 
Railways and Canals— 
Maritime Freight Rates Act, 1927..... 3,471| 7,178} 7,401) 10,827) 11,247 
Other Charges to Income............. 2,367; 1,120; 1,280; 1;200 895 
Charges to Collection of Revenue..... 2,535] 2,405} 2,460} 2,911 2,683 
Royal Canadian Mounted Police........... 2,300) 2,601 2,902) 2,955) 3,287 
Soldier and General Land Settlement 
Adntinistration®. 755 OTA, 1,334 1,442 1,362 1,300 1,043 
Trade and Commerce— 
Canada Grain Act, Exhibitions, etc. . 4,016} 4,476) 4,894) 6,586} 8,137 
Bounties, copper bars, etc............ 83 79 40 92 145 
Mail Subsidies and Steamship Sub- 
wore. nsiiis .f2... AE Folate 845} 1,026) 1,083) 1,323) 3,025 
Other Fiapendstsres 5. ovens aivessecedsset 6,385} 7,104) 5,055) 5,342) 5,036 
Total Ordinary Expenditure...... $336, 168)$350, 953/$357, 780/$389, 558/$378, 743 
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CapiTaL EXPENDITURES 


The amount voted for capital expenditures was $18,861,000, 
of which it is estimated $16,975,000 was spent in 1931-32. A 
year ago the expenditures on capital account were $28,200,000. 
Savings of $600,000 were made by the Department of Public 
Works and $1,300,000 by Railways and Canals. The principal 
items of expenditure were: Hudson Bay Railway, $5,215,000; 
Welland Canal, $2,940,000; St. Lawrence River Channel 
Dredging, $4,200,000; and the Research Building, Ottawa, 
$1,700,000. | 

A five-year comparison of Capital Expenditures follows:— 


CAPITAL EXPENDITURES 


(000 omitted) 

Esti- 

—— 1927-28 | 1928-29 | 1929-30 | 1930-31 | mated 
1931-32 
Ganal steer octet ar. Merrie ocr $ 13, 763/$ 13,164/$ 9,324/$ 9,842/$ 3,255 

Railway h-.t tans e. sees ere 3,592 6, 302 6, 663 6,371 =o 
Public Works? Geese tees seer 3,281] 3,343} 6,574) 12,009) 7,451 
$ 20, 636/$ 22,809/$ 22,561/$ 28,222/$ 16,975 


SPECIAL EXPENDITURES 


It is estimated that special expenditures will amount to 
$55,100,000, as compared with $16,789,000 on this account in 
the previous year. The chief items are wheat bonus and un- 
employment relief. 


The wheat bonus will cost $11,000,000 as compared with 
the estimate made originally of $7,000,000, the increase being 
due to the fact that the crop proved to be greater than was 
anticipated. 


UNEMPLOYMENT Reiger Act, 1930 


A reference to the Public Accounts will disclose that as of 
March 31, 1931, the sum of $4,432,000 had been paid on account 
of unemployment relief under the authority of the Act of 1930. 
In the year now under review, expenditures on the authority 
of that Act will, it is estimated, amount to $13,250,000. This 
brings the total expenditure by the Dominion under the author- 
ity of the 1930 legislation to $17,682,000. A small residue of 
accounts has still be to adjusted, the estimated amount being 
$400,000. 
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UNEMPLOYMENT AND FARM Retier Act, 1931 


Expenditures under the Unemployment and Farm Relief 
Act of 1931 fall into three divisions :— 


(1) Dominion services, the whole cost of which is borne 
by our treasury; 

(2) Provincial and municipal public works, to which the 
Dominion contributes an agreed proportion and 

(3) Direct relief, to which also the Dominion contributes a 
proportion of the provincial and municipal expenditures. 


Under Dominion services, expenditures amounting to 
$6,481,000 have been approved, of which $3,765,000 will be 
chargeable to the accounts of the fiscal year now ended. The 
distribution by departments is as follows:— 


PWbTG WOPkS sce aciencccete Ae ava eae ga oii eee ee as eens $1, 560,000 
Realways and Canals..08) 2.05 cae tae che ete oun cre eleneetee 568 , 000 
DRteT Og . KAA - Seve Dadecbas > een. tue ae eve aa oe 885, 000 
TNRESOUAL LSIORCE a sc4 on <u 5 ie De ee INO cheb erevece alae meveinie aoe 71,000 
Jushioess ime. igrshistevaet. 294. 36S. . Sa Eee. Bree SE 83, 200 
Boar of Raalway OnmMISsIMPES. | cen sete scare cos ce ye oes ue es sabe 500, 000 
National Battlefields Commission........... 0000 ccceeeee ee ee ence 25,000 
Agricul 5 os oe SB btan ota gi ea buboe “eiiee ance 7,000 
ANI MINER Leos tenet ee niente com ecrracie ts tree re 65, 800 

$3, 765,000 


The program of provincial and municipal public works 
involves an expenditure estimated at $70,469,675, of which the 
Dominion’s contribution is placed at $26,586,763. These under- 
takings are under the control of either provincial or municipal 
authority, and payments of the Dominion’s contribution are 
made only after the submission of accounts for expenditure, 
duly certified by the appropriate provincial authority. Under 
this head, provision is made in the accounts of the fiscal year 
1931-32 for disbursements of $12,278,000. The following state- 
ment shows a division of this program of works by provinces:— 


UNEMPLOYMENT Retier Works 1931 


Provincial 
Total Dominion and 
Province Works Share Municipal 
Share 

Prince Edward Island...........---0--seeee $ 272, 250/$ 125,000)$ 147, 250 
Noys. S00 tia ...cceseweni 2s Made + s0-seehos 2,546,869 999, 923 1,546,946 
Now Brunswithydoan. «> +> xeenm ss teh. Mets 1,911,870 749,692] 1,162,178 
Quebec... sear vad »,- pablus dase + < Reeth oe 14, 612,975 4, 643, 808 9,969, 167 
Onitarie.....cnicnnewe-ansiewenrina encanta aiatcipescionses 27,869,177 8,790,833, 19,078,344 
Moanttobas .s +:+s50+cece dee bile pb de cee celal. 6, 565,495 2,931, 987 3, 633, 508 
Snaicnitohewalls Gas. 9-3. AEA AMD «00 ERR. DER. 5,519, 843 2,759, 922 2, 759,921 
eTimcerta, .. 507 <cs oe ose MD AMD ob o> sgn OEE §, 171, 225 2, 585, 612 2,585, 613 
British Columbia... ...... £ie) 400 i» - lee. Cee 5,999,971] 2,999,986) 2,999,985 
$ 70,469, 675|/$ 26,586, 763/$ 43,882,912 
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For direct relief, the federal contribution chargeable to the 
1931-32 accounts is estimated at $8,957,000, the major part 
of which applies to the drought areas in Saskatchewan. 

To sum up, these special expenditures for unemployment 
and farm relief in the fiscal year 1931-32 will be $13,250,000 
under the legislation of 1930, and $25,000,000 under the legis- 
lation of 1931, a total of $38,250,000, and the balance of commit- 
ments to be carried over into the next fiscal year will be $16,000,- 
000, not including provision for direct relief beyond the actual 
disbursements mentioned above. The latter requirements are 
difficult to estimate as they are governed by the exigencies of 
the situation in the different provinces and it requires a con- 
siderable period after the actual relief payments are made for 
the accounts for the Dominion’s share to reach Ottawa. 


PROVINCIAL FINANCING 


Having dealt with expenditures for unemployment and 
farm relief, it may be appropriate, while on the subject, to 
refer to further assistance rendered to provincial governments 
by way of loans. It is a matter of common knowledge that 
for some months various provincial bodies have been unable 
to issue securities on the New York market, where they have 
had obligations falling due. In order to protect the credit 
of Canada as a whole, temporary assistance was given to certain 
of the provinces in meeting their obligations, but in no instance 
did the Government undertake the role of banker with respect 
to the redemption of maturing provincial debts in New York 
until it was satisfied that every other avenue had been diligently 
explored by the province without success. The sums advanced 
under this head total $11,637,190. In addition to this amount 
$10,794,000 was loaned for internal purposes, including pro- 
vincial share of relief works. In these instances the Govern- 
ment’s assistance was given as a part of its relief program 
on the urgent representations of the provinces that in existing 
circumstances their commitments could not be fulfilled without 
such aid from the Dominion. As security, the Dominion holds 
one-year treasury bills of the provinces and the rate of interest 
charged is that which the Dominion had to pay for the money. 
The loans by provinces are:— 


Loans Loans Loans 
covering: for for 
_— obligations public govern- Total 
maturing in} works mental 
New York | and relief Services 
al eee : [RS ene 
Manitoba: 48 ie. eee. $ 1,189,185] $ 1,704, 733). oe... ccc $ 2,983,918 
Saskatchewan.................. 3, 934, 341 500,000} $ 6,500,000} 10,934,341 
Albérta.: bee kee. ea ee 3,142,000} 1,000,000}............ 4,142,000 
British Columbia,.............. 3,371,664) 1,000,000)............ 4,371, 664 
$11,637,190] $ 4,294,733! $ 6,500,000 $22, 431, 923 


SSS SS eee eee 
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Including loans and expenditures, Dominion disbursements 
on account of unemployment relief and assistance to the pro- 
vinees, will total $60,681,923 as follows:— 


MG TIN LOE. Stee sk Cea lors Risiead oe os «ec Sic oasar tre aan ea etn $ 13,250,000 
Act of 1931:— 
Peveral Barwiaes avec. ohio wee wou cra ea $ 3,765,000 
Provincial and Municipal Works............... 12,278,000 
Dizeot Bebloket; cones is eames 6. Peanieoeeewss 8,957,000 
——————_ 25,000, 000 


Loans to Provinces (not including advance pay- 
ments on account of Dominion Contributions): 


MSOKtCODR Es 4. oe ek. An co Pook ee a 2,983,918 
Sagkpichewiiesd. du... daeO Bi ocbia oss a< <-0% 10, 934, 341 
Aileen scan ean cane oO ee ne 4,142,000 
British. Colusbin is. anes. 8) dence ce cn ccns 4,371, 664 
22,431, 923 
$ 60,681,923 


A comparative statement showing special expenditures dur- 
ing the last five fiscal years follows:— 


STATEMENT OF SPECIAL EXPENDITURES 


(000 omitted) 

| Esti- 

— 1927-28 | 1928-29 | 1929-30 | 1930-31 | mated 

1931-32 
Adjustment of War Claims.............. $ 1,86i\$ 120/$ 95/3 110/$ 86 
Cost of Loan Flotations................. 13 11 17 193} 1,336 
Miscellaneous Charges.........,...-...-. 1,692} 2,056} 3,027) 2,955} 3,407 
Reparations:—Claims for compensation.]........}........ 6, 700 500 1,027 
Tisriply Mane Model. (dell. cnc tere teasers fries sesilicueu pau 4,432} 13,250 
CCHIT V TCU SOIOL OST Saree re Coe ice ai Mec tdlorsvereesiall oace sieis-wsalfhevw bie: roles 25,000 
LES ES 2 a eee ene egie Peaen/ Oi ell Coa CE Tere Re eee SA NESTA EE cr, ci 11,032 
Reduction of Loans to Soldier Settlers. .|........].......-].-..-+.- S00 eet... 
$ 3,566 |$ 2,187/$ 9,839/$ 16, 789/$ 55, 138 


Loans AND ApvancrEs Non-AcTIVE 


Advances to certain corporations, being non-interest pro- 
ducing, are treated as expenditures in estimating our debt 
position. These advances were three in number: $1,360,000 to 
the Merchant Marine and Canadian National (West Indies) 
Service, $1,495,000 to Quebec Harbour Commission, and 
$534,000 in payment of interest which the Dominion guaranteed 
on bonds issued by the Harbour Commissioners of Montreal 
in connection with the Harbour Bridge. There is now pre- 
sented a five-year summary of expenditures under the heading 
of Loans and Advances, Non-Active:— 


45022—3 
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STATEMENT OF LOANS AND ADVANCES, NON-ACTIVE 


(000 omitted) 
Esti- 
— 1927-28 | 1928-29 | 1929-30 | 1930-31 | mated 
1931-32 
Loans to Canadian National Railways..]........]........ Se POSS eee eee ome 


Loans to Canadian National Steamships|$ 1, 000/$ 758 2,491/$ 1,827/$ 1,361 
Loans to Quebec Harbour Commission- 


OLE ee Sa i ees eee 1,458} 2,888) 2,821) 3,491 1,495 
Miscellaneous Non-Active Accounts.....]........|.....-.. 17 170 534 
Accounts carried as Active Assets trans- 

ferred to Non-Active................- LG 5036/10 OOO |Mer eae Me clear ce 


$ 18,494/$ 13,646)$ 8,262/$ 5,4881$ 3,390 


The total of all expenditures for the year is $454,246,000. 
A comparative statement, summarising the expenditures by 
divisions, is now submitted :— 


SUMMARY OF ALL EXPENDITURES 


(000 omitted) 

Esti- 

— 1927-28 | 1928-29 | 1929-30 | 1930-31 | mated 

1931-32 
Ordinary Expenditure.................: $336, 168]$350, 953/$357, 780|$389, 558/$378, 743 
pital Rae i acs ee gia ahi aducra ee 20,636} 22,809) 22,561) 28,222} 16,975 
Special | xe. t,o Sette. aE ah a 3,566) 2,187) 9,839] 16,789} 55,138 
Loans and Advances non-active......... 18,494) 13,646) 8,262 5,488) 3,390 
$378, 864|$389, 595|/$398, 442/$440, 057/$454, 246 


Having detailed the revenues from all sources and the 
expenditures under the appropriate divisions, the net result of 
the accounts for the year may now be indicated. With ordin- 
ary revenues of $327,719,000 and ordinary expenditures amount- 
ing to $378,743,000, the resulting deficit on ordinary account 
is $51,024,000, which has occurred as a consequence of the 
decreased yield from taxation and notwithstanding the reduc- 
tions made in expenditures. Special expenditures, including 
$49,282,000 for unemployment relief and wheat bonus as pre- 
viously detailed, total $55,138,000. As an offset to this amount, 
$7,022,000 was received in special revenues, leaving a balance 
not provided from income of $48,116,000. In addition, there 
are the capital expenditures of $16,975,000 and loans and 
advances non-active of $3,390,000. The amount, therefore, of 
the increase in debt for the year is $119,505,000. 


Th 
1931 Conversion LoANn 


Reference was made in the Budget last year to the Con- 
version Loan campaign which had just closed. As a matter 
of record, the final figures in connection with this debt operation 
are now presented: Of the $1,084,800,000 in bonds eligible for 
conversion, $638,600,000, or sixty per cent, were converted. 
This operation did not involve any change in the amount of 
public debt outstanding, as the exchange was made at par. 
Details of the conversion are-— _ 


: Amount Amount 
Loans Eligible for Conversion Outstanding | Converted 
May 1, 1931 
5 per cent War Loan maturing October 1, 1931.. .| $ 52,929,600} $ 38,625,700 


53 per cent Renewal Loan maturing November 1, “1932 73, 323, 150 37, 523, 200 
54 per cent Victory Loan maturing November 1, 1933. 446, 659, 950 276, 688, 100 
53 per cent Victory Loan maturing November 1 1934. 511, 910, 650 285, 772, 300 


$1,084, 823,350/$ 638, 609, 300 


While the conversion had no immediate effect on the annual 
interest charges, the Government will benefit substantially 
within the next few years by reason of the lower interest rates 
obtained. This is indicated by the following statement :— 


Fiseal Year Saving in 
Interest 
VOPR SSL). BOs OE... PS. Od. ake). aioe $ 193, 128 
BOSS 288 6 0 on. Set Ae Vena San « Metta. Amitai iat. 568, 360 
BIGIOO Ro uaa Fe ee Nie a NON ln ORE ETN ore e MEP ee Ms RAE 3, 335, 241 
1935-36 and annually thereafter................-2 Pare eb ah to Nar 6, 192, 964 


The time for this conversion loan was admirably chosen. 
Its execution was attended with outstanding success, and its 
effect upon our financial position has been marked. That this 
is so is due entirely to the vision of the Prime Minister whose 
conception it was and under whose guidance it was conducted. 
The total expenses in connection with the Conversion Loan 
were slightly over one-half of one per cent. 

The conversion loan operations had resulted in 70 per 
cent of the October lst maturity being refunded. ‘There re- 
mained only about $13,000,000 to be paid on the due date. 
The state of the publie finances did not permit this to be met 
out of current revenues. Consequently in August, Canadian 
institutions were invited to tender for the purchase of all or 
part of $13,000,000 to be absorbed into the 1946-56 Conversion 
Loan series at the interest rate of 43 per cent. Tenders were 
accepted at par for $4,500,000. The balance was arranged 
through temporary credits with the Bank of Montreal, which 
were later paid off from the proceeds of the National Service 
Loan. 

45022—3} 
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TEMPORARY BoRROWINGS 


In September last the Canadian National Railways re- 
quired funds in New York to meet maturing credits and these 
were financed directly by the Government by an issue of 
$18,500,000 in three months’ 2} per cent Treasury Bills, which 
were sold to the Chase National Bank of New York at par. 
At the same time, $500,000 was borrowed for purposes of the 
Dominion, making the total $19,000,000. When the bills 
matured in December, $1,000,000 were redeemed and the 
balance renewed for ninety days at 5 per cent; subsequently 
$3,000,000 were redeemed, leaving $15,000,000 still outstanding. 


Pending flotation of the National Service Loan in Nov- 
ember, it was necessary to borrow temporarily on treasury 
bills from the chartered banks of Canada, an aggregate amount 
of $34,800,000. These bills have since been retired. 


NATIONAL SERVICE LOAN 


A major operation for the year was the flotation of the 
5 per cent National Service Loan in November. The subscrip- 
tion lists were opened on November 23 with provision that 
they might remain open until December 12. The bonds were 
offered for public subscription in two maturities at a price 
of 99-25 and accrued interest for the five-year bonds, and at 
99 and accrued interest for the ten-year bonds maturing in 
1941. The campaign was under the direction of a Dominion- 
wide management committee, under the chairmanship of Sir 
Charles Gordon, President of the Bank of Montreal. 


The offering was $150,000,000 and, while provision was 
made for the campaign to extend over a period of twenty days, 
the issue met with such popular response, that the amount was 
substantially over-subscribed and the lists closed on November 
30; but, to meet popular demand, subscribers on November 
30 were allowed to offer in payment. cheques dated December 1. 
The accepted over-subscription was $71,198,200, the total issue 
being $221,198,200, of which, $79,535,200 was for the 1936 
maturity and $141,663,000 for the 1941 maturity. The total 
number of subscriptions was 109,000, indicating that the loan 
was widely distributed. While the banks made application 
for $30,000,000 the Government took the view that it was in 
the national interest to give the preference to small investors; 
therefore, when subscriptions far exceeded the $150 ,000,000 
offering, the banks were asked to withdraw their applications. 
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The following statement indicates the extent and nature 
of the distribution:— 


NATIONAL SERVICE LOAN 


DISTRIBUTION OF SUBSCRIPTIONS 


—- Number} Amount 


Subscriptions of less than $1,000...........0.ccccecubeeccewee 55,761/$ 21,629,900 
Subscriptions of $1,000 to $5,000 inclusive.................... 48, 649 88, 889, 900 
Subscriptions of $5,100 to $10,000 inclusive................... 2,937 24, 106, 900 
Subscriptions of $10,100 to $25,000 inclusive.................. 1,013 18, 154, 200 
Subscriptions of $25,100 to $50,000* inclusive................. 310 12,815, 900 
Subscriptions of.over $50,000™. . 00... ces cee nck onc onl cas 241 52,918, 200 
Dasloried nem omer ih ou.csme on ustree tee ee 2, 683, 200 


108,911/$ 221,198, 200 


* Largely made by institutions. 


In making announcement on the night of November 29 
of the acceptance of the over-subscription which, due to the 
influx of applications on the last day, turned out to be much 
larger than was then anticipated, it was stated that the Govern- 
ment would put into motion a plan whereby the excess would 
be used for debt reduction. As of this date, $50,745,000 of 
debt has been taken up, while over $11,600,000 is temporarily 
invested in provincial treasury bills of the four Western Pro- 
vinces taken in connection with New York debts. 

The expense of raising the National Service Loan, including 
commissions, advertising, printing and delivery of securities, 
was less than one per cent. 


Canadian National Railway Company 

The annual report of the Canadian National Railway 
Company for the year 1931 having already been presented to 
the House and the whole railway problem being under review 
by a Royal Commission, remarks under this head will be con- 
fined to a brief statement of the operating results and capital 
requirements in the year and the financing arranged. 


The year 1931 was marked by a further sever drop in gross 
earnings to a low point since 1919, and notwithstanding reduced 
operating expenses, the System’s operations (excluding Eastern 
Lines) showed a net income deficit of $84,262,000 after taking 
into consideration all debt charges, an increase of $23,000,000 
over 1930. Deducting the interest charged but not paid upon 
debt to the Government represented by loans and advances 
carried in the public accounts as non-active assets, the loss 
amounted to $52,200,000 and this is the amount which might 
be considered as the addition to the country’s deficit for the 
year, interest charges in respect of Government loans having 
already been absorbed in the public accounts. 
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In addition to provision for the deficit, it was necessary 
to provide a further large sum for capital expenditures and the 
retirement of railway debt. While new capital expenditures 
were greatly curtailed in 1931, commitments arising out of 
expenditure programs for branch lines, terminals and_ hotels 
undertaken prior to 1930, were still large. The total financial 
provision which the Government was required to make, either 
directly or indirectly, for expenditures of the Canadian National 
Railways in 1931, was $108,976,265, made up as follows:— 


Deficit, Canadian National Railways, excluding 


NGSLOEM Milnes: ole concise $ 52,255, 676 
Deters. Waster Tinesye. oy eens ene ete 8, 712, 762 
—_—_——$ 60, 968, 438 
Capital Expenditures including new equipment................. 33,990, 106 
De Iaib BRS FIT] TAO tay micesee evecare ra oval ovesPersanavevonspey lo ov ane ersnea tv cuey al ran nore te 9,791, 691 
Mscount ON, Securities: LSsued sen. 1c acerca ete eter eitee erent 4, 226,030 


$108, 976, 265 


Of these requirements, $41,282,899 are being furnished by 
way of advances by the Government out of the proceeds of the 
National Service Loan and temporary borrowings in New York 
already referred to. The deficits on the Eastern Lines, amount- 
ing to $8,712,762 have, in accordance with the provisions of 
the Maritime Freight Rates Act, been paid as an expense of 
the Government and are included in the statement of expendi- 
tures submitted. The balance of the requirements, namely 
$58,980,604, including discount, was provided from the pro- 
ceeds of Canadian National Railway bonds guaranteed by the 
Government. These proceeds came, in part, from an issue 
(dated February 1, 1931) made in the previous fiscal year and, 
in part, from the $50,000,000 43 per cent twenty-year bonds, 
to which reference has already been made, sold in New York 
early in September last at a cost of 4-79 per cent. Only $38,- 
589,599.15 of this issue was applicable to. 1931 expenditures, 
as $11,410,400.85 of the bonds were sold to redeem a temporary 
bank loan carried over from the previous year. The guarantee 
of the securities was authorized by legislation of 1931. 

The advances made by the Government stand as_ to 
$29,910,400.85 under authority of the Canadian National 
Railways Financing and Guarantee Acts of 1931, and as to 
$11,372,498.86 under the Supplementary legislation recently 
passed by Parliament to provide for expenditures up to the 
end of 1931 in excess of amounts authorized for such purposes. 

These advances have been made from the Treasury under 
legislation which anticipates repayment through the sale of 
securities guranteed by the Government. It may, of course, 
transpire that such repayment will not be practicable and that 
the Company will find it is unable to assume carrying charges 
on this debt. It has not been considered advisable, however, 


19 


to take these advances into our accounts as expenditures, 
pending the determination of policy with reference to the future 
financing of the Company after the report of the Royal Com- 
mission on Railways has been received and considered. f 

_The estimate which is before the House for the operations 
of the Canadian National Railways for the year 1932, is $61,500,- 
000, to which $6,217,000 is to be added for Eastern Lines deficit, 
after crediting the 20 per cent reduction in tolls, making a total 
of $67,717,000. Of this amount, about $49,000,000 represents 
the estimated deficit after paying interest on funded debt held 
by the public but without provision for interest on the Govern- 
ment’s capital in the System. The total shows a considerable 
reduction from the requirements in the past few years but it is 
still a very large figure and constitutes one of the country’s 
major financial problems. Outside of the interest on the 
national debt of the Dominion, it is the largest single item in the 
country’s budget and represents over one-seventh of the money 
which the Government is called upon to raise for all current 
purposes. 


Indirect Liabilities of the Government 

The amount of railway securities presently outstanding 
bearing the guarantee of the Dominion of Canada, is $969,683,- 
288, to which should be added $31,235,118 of securities guar- 
anteed for other enterprises, making a total of guaranteed 
obligations outstanding as of March 31, 1932, of $1,000,918,406, 
as compared with $954,917,112 a year ago, a net increase of 
$46,001,294. The total funded debt of the Canadian National 
Railways to the public now amounts to $1,274,587,745. 


Steamship Companies 

The steamship companies operated on behalf of the Gov- 
ernment, which are budgeted for on the basis of actual cash 
outlay required in the year, received advances from the Domin- 
ion Treasury amounting to $1,360,853, divided as follows: 
Canadian Government Merchant Marine, Limited, $444,285, 
and Canadian National (West Indies) Steamships, Limited, 
$916,568. 


Harbour Commissions 

Advances to Harbour Commissions in 1931-32 totalled 
$14,148,540. The chief expenditure, amounting to approxim- 
ately $5,800,000, was made in Saint John where a reconstruction 
program was necessary on account of the disastrous fire 
which occurred there. The balance of the expenditure con- 
sisted mainly of commitments in connection with the completion 
of development programs undertaken prior to 1930. 
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The following statement shows the amounts advanced to 
each Commission in 1931-32 and the total advances to date:— 


ADVANCES TO HARBOUR COMMISSIONS 


woe Advances *| _ Advances 
1931-32 to date 

ChICOUEIII ne a ae Re een rae Eres ote men ate eee eee $ 465,000} $ 2,626,000 
Halifax 1): eas aaa eee etna 2,752,000 7,593, 000 
Mon treal—Harbourwa en eet acsebn ceacekmae ae 1,412,000 57,389, 000 
is —=—Bridge (deficit) 7. ste ten te eee ee 534, 000 704, 000 
WNewAWestnsinster ses.) «cies. ddan dome ase eee ee 170, 685 170, 685 
Quebec setae aries toe ied ents eRe eee 1,495, 000 25,924, 995 
Saint JehnnAeet bier ke tee eh Mea et LEE 5, 763, 855 9,170,855 
‘Dhree Rawerscs ae occ Gevaert ee ee 747, 000 2,426, 600 
Vatieotiveritn ts this iae hors oan ne Pee 809, 000 21,416, 900 
$ 14,148,540) $127, 422,035 


The Quebec Commission does not pay any interest and 
consequently its loans are treated as non-active assets. This 
also applies to the advances made to enable the Harbour Com- 
missioners of Montreal to meet the deficit on the Harbour 
Bridge. The other loans have paid interest and are carried as 
active assets, although it may be observed that some adjust- 
ments may prove necessary in this respect in the near future. 


Canadian Farm Loan Board 

The loaning operations of the Canadian Farm Loan Board 
were again financed from the Dominion Treasury by the pur- 
chase of $1,500,000 of the Board’s 5 per cent bonds at par. 
In addition $107,603 was paid for capital stock of the Board in 
accordance with the provisions of the Canadian Farm Loan 
Act. The total capital furnished by the Dominion Government 
for the Board’s operations since its inception amounts to $7,216,- 
465, divided as follows:— 


Initial Capital eiaiaceec < ceens Mt cds. eRe aie a eee $ 5,050,000 
Punchaseof Bonds nna co Pete et ye re eee 1,800,000 
Purchaserot Capital Stocker eee ee ee eee 366, 465 


$ 7,216,465 


Waueat MarKkEeTING GUARANTEES 


Under the authority of section 3 of chapter 58, Statutes of 
1931, Orders in Council concerning the marketing of the Western 
grain crops were made. The House will recall the problems 
which the Canadian Co-Operative Wheat Producers, Limited, 
faced in financing its operations in connection with the 1930 
crop. The Government, believing that it was in the national 
interest to protect the credit of the marketing agencies in such 
a way that the grain might be marketed to the general advantage 
of growers, had given an undertaking to the seven chartered 
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banks concerned, which then made available the necessary 
credits. The undertaking was given status by Order in Council 
P.C. 2238, dated September 12, 1931. This undertaking has 
served its purpose, and without cost to the Treasury. Based 
upon present market prices, the expectation is that, when all 
accounts are settled, the Canadian Co-Operative Wheat Pro- 
ducers, Limited, will be able to settle all advances without 
recource being had to the Dominion’s guarantee. 


With respect to the 1931 crop, the three semi-public mark- 
eting agencies in the prairie provinces found their position a 
perilous one at the commencement of the marketing season. 
The assets usually pledged against bank credits were already 
encumbered, thus restricting the credit available. Repre- 
sentations on their behalf were made to the Dominion Govern- 
ment by the Premiers of the three provincial governments 
concerned, and, as a result, an Order in Council was passed on 
the 12th of September, 1931, authorizing Dominion guarantee 
of credits under certain conditions to the Manitoba Pool Ele- 
vators, Limited; Saskatchewan Pool Elevators, Limited; and 
Alberta Pool Elevators, Limited, calculated against their 
respective working capital at the commencement of the 1931 
marketing season. However, the certificates of the chartered 
accountants directed to establish the amount of working capital 
showed that the proposed basis would not be a satisfactory one, 
and, therefore, a subsequent Order in Council was issued estab- 
lishing specific amounts which the Dominion would guarantee 
under certain conditions. The amounts were: Manitoba Pool 
$1,250,000; Saskatchewan Pool $12,000,000; Alberta Pool 
$7,500,000. This plan has functioned to the satisfaction of all 
concerned and no liability has developed against the Consoli- 
dated Revenue Fund. 

The operations of the year are summarized in a condensed 
cash statement, which now follows:— 


CONDENSED CASH STATEMENT, 1931-32 (ESTIMATED) 


ReEceEIrts 
Cash balances in banks March 31, 1931. ........0.00000000seeseseces $ 44,599,432 02 
Loans and advances repaid— 
Provincial Housing TONGS) oP. c6s scnk csi adases. $ 150, 500 00 
Goverhment of CEG as cis ars Sea aws Hana ee 115,000 00 
Soldier Settlement Loans...........0c0ccccec000s 783,900 00 
—_——_—— 1,049,400 00 
Loan Proceeds— 
Natowal Bervice Loaner) a Wede eh a sak 219, 185,056 00 
Oe, Ee ree ee eer ene et verey ere re 4,500,000 00 
Temporary Loan, New York..................-. 19,000,000 00 
242,685,056 00 
Annuities, Insurance, Superannuation Funds—net 
BOOWOEHIR. 5 5.o.ip ie eale PEARS Oe RD OCR RE De TAL Hd as VORA IS TOA 10,130,581 80 
Bullion and Specie, reduction in free holdings.......... aeevemben et 7,883,448 00 
Royal Canadian Mint bullion advance account—reduction......... 1,084,964 81 
eves 8001-82, i i sacask i cde ee ere e ee eee ee cece s etree yeas 334, 740,468 00 


$ 642,173,350 63 
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CONDENSED CASH STATEMENT, 1931-32 (ESTIMATED)—Concluded 


PAYMENTS 


Reductions in Liabilities— 
Post Office Savings Bank withdrawals......... 


Post Office Money Orders, etc., redeemed...... 


Redemption of Debt— 
War Doan WOleqsirs ch cnerce cocicsrttera ve cuewncaicene ners 
Temporary Loan, N.Y 
Public Service Loan, INNS 1916-31 Decralecoeerunoe se 
Renewal: Toanslo22=323... Mea site cates sateen + 
Miscellaneous Matured Stock and Bonds....... 


Bond Purchase :Account....uu ee sees ec eee 
Bonds and Stock acquired for sinking funds........ 
Matured Coupons redeemed...........se0eeseereee 
Cost of Loan Flotations—Unamortized............. 
Investments—Active Assets— 
Provincial Governments, Relief Act, 1931...... 
Canadian National Railways...............--- 
Harbour Commissions... tree. > . cade eres 


$ 12,627,000 00 


4,000,000 00 
24,924,000 00 
1,350,000 00 
82,072 04 


$ 22,431,923 00 


41,282,899 00 
12,119,540 00 


1,607,603 00 


831,855 58 
734,193 82 


42,983,072 04 
38,368,870 50 
8,834,185 00 

127,782 34 
4,491,521 28 


77,441,965 00 


912,539 38 
454, 246,018 00 
53,201,347 69 


$ 642,173,350 63 


Muscellaneoust Accounts acc:.of thidcinc aie gets tara a eee Eee 
Expenditures: LOBLSQaR CE ARALE .. Cteitata s Mirae. decode ae ete oot 
CasheBalancessnupanke March sl O30emene 7 eee l.aien scr eee 


Continuing the practice introduced last year, the cash 
statement is followed by the balance sheet. The active assets 
are made of of cash balances and specie accounts, loans and 
advances which are realizable or income-producing, and other 


miscellaneous accounts. 


These assets are taken as an offset 


against the gross habilities in arriving at the net debt. 


Total liabilities as at March 31, 1932, being estimated at 
$2,832,355,834, and active assets at $451,238,348, the resulting 


net debt figure is $2,381,117,486. 


The balance sheet follows :— 


LIABILITIES, MARCH 31, 1982 (ESTIMATED) 


Dominion Wotes Outstanding oo. 5 sce. oc secies ac 

Bank Circulation Redemption Fund............... 

Insurance and Superannuation Funds— 
Government Annuities: ...:......<600¢++> ser $ 
Insurance Fund, Civil Service. htnites 
Insurance Fund, Returned Soldiers......... 
Retirement F und 


Trust Funds— 
Indian Hund st. actin cn ae ete cee aoe ee 
Common SchoolBundis:... 1.9.0 26.2.0 oes 
Contractors’ Securities Deposits........... 
Other rust mundcamaes oe. anette 


Contingent and Special Funds......................- 


26,643,412 41 
7,026,451 72 
10,340,486 30 
6, 888,204 08 
39,488, 306 22 


"13,591,800 48 


2,668,449 17 
560,000 00 
2,163,541 17 


Post Office Money Orders, Postal Notes, etc., outstanding...... 


Province Accounts 
Post Office Savings Bank Deposits.... 
Romiporauy slo ane... tsuria case cece cnisa nokia ouiiece 
Funded Debt— 
Unmatured 
Matured but not presented for payment.... 


Goon POMM OMA Ot Sete a mane $ 2,501, 782,733 23 


1,000,000 00 


Interest coupons matured but not presented for payment.......... 


157,300,000 00 
6,811,792 41 


90,386,860 73 


18,983,790 82 
1,847,315 00 
3,401,154 10 
9,623,816 77 

23,918,371 39 

15,000,000 00 


2, 502,782,733 23 


2,300,000 00 


$ 2,832,355, 834 45 
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ACTIVE ASSETS, MARCH 31, 1982 (ESTIMATED) 


Vash balances’m-bawes. 0.80075) EF, EEL A, OS $ 53,201,347 69 

Eeboisiecartel, t..., 1,0S ea kmiont a echid ie « Sas $ 64,600,000 00 

Advances to banks under Finance Act.............. 32,000,000 00 
—————— _ 96,600,000 00 

Loans to provinces for housing..................005 10,521,187 72 

Loans to provinces, Relief Act, 1981................ 22,431,923 00 


32,953,110 72 
Loans to Foreign Governments— 
CEPGOR ars fen ee ne wb REN io Scipio ae 6,525,000 00 
ROUEN 50.0 ecto er reePrtaas eo ere cere s 23,969,720 00 
——_————__ 30,494,720 00 
Loans to Harbour Commissioners— 


SPR UICOL 5. oo 6 iti Soak titrate tc. i an 2,626,000 00 
RR PIN NS. Coe ete ee rele Te et eee cee s 7,593,000 00 
Montreal: .:.:s)scee-onrennerenen a esien aainmeces Fars 57,389,000 00 
POSE EPONA tc EP MED oT AAIOMME «Shea snayeuscohexerspiva 9,170,855 00 
VER OGU YOR. 1. scan’ Seth Blox slave dus aahelh ees 21,416,900 00 
Wives Rivers ee. deascteee. «Jawa dae 2,426,600 00 
NewiWestminstern (wk Wo... . ceed. dee ak 170,685 91 
—————— 100,793,040 91 
Caitdiant arm LORDIBOARG Pah sooo sic 00 a. oe ae ows 7,216,465 00 
Soldier and General Land Settlement...............0.02. cece eeeees 47,366,985 44 
Seed iGraimtnd Relief AdwanGess cans. .<cccv cccct ethic ls. de ectee se 2,391,971 84 
Canad ini MastionaW Rl WwAWSAEd, soci. so occ se SME Te Ge 41,282,899 00 
Rosdtpeschase Accounid..oe...ts cage... send. hype ee de es 4,403,676 06 
Advances for Working Capital and Miscellaneous— 
Advances to Royal Canadian Mint............. $ 3,228,200 00 
Canadian Government Railways Open and 
Stores Accounteitis. Staadwes veces neue 15,748,921 60 


Miseallaneous icter cai BSS teens Ao ewsa enh 3,020,994 36 
———————— 21,998,115 96 

Deferred Debits— 
Unamortized discount and commission on loans................ 12,541,015 28 


$ 451,238,347 90 


NON-ACTIVE ASSETS, MARCH 31, 19832 (ESTIMATED) 


Canspian National reaalWayaer<. cal een fesse ee ene oe tok ans td ae $ 614,406,239 42 
Catiadign National Sieamehipn...3:..255i0n' ss ae eee eb dunes dace 16,911,482 55 
Harbour Commissioners— 
Bnsbear.. 2.4. A. Pep eee cea Fuwk hee VEE $ 25,924,995 68 
Montreal and Three Rivers................ 783,452 56 
——— 26,708,448 24 
Seed Grain and Relief Advances...............0000eeceeeeeeccees 782,464 71 
Soldier and General Land Settlement..................000.0e000: 16,468,957 95 
Misedllansous Ad Vanees snus. 46515.» Estero Rewsis eel vette tora giete.« > ce 997,987 23 
Capital Accounts— 
Canale (08. ORG LEE . vecu gar rwpireds up eee $ 237,088,725 90 
Raikwaye).tend Re os odss debs batonuey eee 441,960,292 77 
Publie Buildings, Harbour and River Im- 
PPOMGMIUULE Mrawl. oa For acacia he 243,349,535 87 
Military Property and Stores.............. 12,035,420 50 
Territorial Accounts.. sx debut cane. ose. 9,895,947 68 
teem ereh J td 974 989 7D 
SARL OA AGO COL Miner « 6.015 2 = <.97515 70. wares ails eternal = 88,398,828 78 
Consolidated Fund Balance as at debit, March 31, 1932........... 672,168,154 95 


Net Debt, Mareb a1, 1982 2 .055.50ste nce Gees 0's Bata $ 2,381,117,486 55 
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Completing the statistical tables to be submitted, there are 
those showing by maturity dates the direct obligation of the 
Dominion in the form of unmatured funded debt and the 
indirect obligation represented by guaranteed securities out- 
standing in the hands of the public, as follows:— 


UNMATURED FUNDED DEBT AS AT MARCH 31, 1932, AND ANNUAL 
INTEREST CHARGES 


Interest 


Amount of Loan Charges 1932-33 


————| | ee ee 


Date of Rate x7 

Maraeiey % Where Payable 
1932—Nov. 1...... 0) Cangda .< sere eee 

Decve 1 y.seet 4 |Canada and New 

York. 

1933—Nov. 1...... 5} 
1934—June 1...... 33 

MUbVare he ace 5 

INOW nels S. a 55 
19385—Aug. 1 (a)... 5 
1936—Feb. 1...... 41 

INOveul Sigaenes 5 
1937—Mar. 1 (a)... 5 

Y 

Dee: 1.(a)ex! 54) | Canada...2¢5.02 $202. 
1938—July 1...... De Meondon scene 

tial eee 3 {London 

July We .t 3: | Londons ae ee 

JUbyaee toe, 344 OnGOne ae eae 
1940—Sept. 1...... 42) | Canad araasem om /saeee 
1941—Nov. 15...... On| Canacdan.maet ve 
19483—Oct. 15...... 5. 1|Canadass. ce ene 
1944—Oct. 15...... Ars | OANA AN care gence cere 
1946—Feb. 1...... 47 |\Canadaiccscee co. ss 
1947—Oct. 1...... 2te| ond One ee eee 
1950—July 1...... OF) | LONG ONS. Kueeanees 
1952—May 1...... on |INewaVorksues ee 
1956—Nov. 1...... An | Canada aneneee ne 
1957—Novy. 1 (b).. Az | Canadale gciescsecae 
1958—Nov. 1 (c).. 4+ |Canada...... 
1959—Nov. 1 (d).. 42) Canad arn. niece oeet 
1960—Oct. 1...... AS) ondon #555...) ee 

Ooty naa NG wi VOrkean- caer 


34,449,950 00 
40,000,000 00 


169,971,850 00 
23,467,206 27 
33, 293,470 85 

226, 138,350 00 

874,000 00 


40,000,000 00 
79,535,200 00 
90, 166,900 00 


236,299,800 00 
8,071, 230 16 
18,250,000 00 
10, 950,000 00 
15,056,006 66 
75,000,000 00 
141, 663,000 00 
147,000, 100 00 
50,000,000 00 
45,000,000 00 
4,888,185 64 
137,058, 841 00 
100,000,000 00 
43,125,700 00 
37,523,200 00 
276, 688,100 00 
285,772,300 00 
93,926,666 66 
100,000,000 00 


1,894,747 25 
1,600,000 00 


9,348,451 75 
821,352 22 
1, 664,673 54 
12, 437,609 25 
43,700 00 


1,800,000 00 
3,976, 760 00 
4,508,345 00 


12,996,489 00 
242,136 90 
547,500 00 
328,500 00 
526,960 23 
3,375,000 00 
7,083,150 00 
7,350,005 00 
2,250,000 00 
2,025,000 00 

122,204 64 
4,797,059 43 
5,000,000 00 
2,102,377 87 
2,063,776 00 
15, 217,845 50 
15,717,476 50 
3,757,066 67 
4,000,000 00 


2,564, 170,057 24 


127, 598,186 75 


eee 


Payablevins Canadas. scseeaeces sete ncneee 


Payable in Canada and New York.. 


Payable invNew Works. -..:.cseeler seer 
Pavablesnelondonn.4.7. seen ee 


Sinking Funds.. doouegasvenasonduenes 


(a) Tax free in Canada. 
(b) 54% to Nov. 1, 1932. 


$ 1,881,461,020 85 
131,040,900 00 
240,000,000 00 
311, 668,136 39 


_ $ 2,564, 170,057 24 
Less bonds and stocks of the above loans held as 


62, 387,324 01 


$ 2,501, 782,733 23 


(c) Tax free to Nov. 1, 1933, 53% to Nov. 1, 1933. 


(d) 53% to Nov. 1, 1934. 
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BONDS GUARANTEED BY DOMINION GOVERNMENT AS AT 


MARCH 31, 1932 


OO 
—=—=—=€—=£—____——— _ LL__E£={=—————————————————————————————— 


Date of Teas Interest Amount 
Maturity Rate Outstanding 
% $ cts. 
Sept. .1, 1934..... Canadian Northern............... 4 17,060,333 33 
Feb. 15, 1935..... Canadian Northern............... 4} 17,000,000 00 
Sept. 1, 1936..... rar TsO od 8. Fscanresiade cls 6 24,734,000 00 
Oct. 1, 1940..... COMME VRAIE poe te a eee ee 7 24,492,000 00 
Dec. 1, 1940..... Canadian Northern............... 7 24, 282,000 00 
July ,1,. 7946. ..... Canadian Northern............... 63 24,636,000 00 
April 1, 1948..... New Westminster Harbour Comm. 4} 00,000 00 
Sent. 1, 1051..... Canadian National...... EE ESS 45 50,000,000 00 
Aap 7° 205202. Saint John Harbour Comm........ 667,953 04 
July 10, 1953..... Canadian Northern............... 3 9,359,996 72 
Feb. 1, 1954..... Canadian National................ 5 50,000,000 00 
Sept. 15, 1954..... Canadian National................ 4} 26,000,000 00 
Mar. 1, 1955..... Canadian National (West Indies 5 9,400,000 00 
Steamships). 
June 15, 1955..... Canadian National................ 43 50,000,000 00 
Feb. 1, 1956..... Canadian National................ 43 70,000,000 00 
July ¥,°1957..... Canadian National................ 44 65,000,000 00 
July 20, 1958..... Canadian Northern............... 34 7,896, 563 49 
May 4, 1960..... Can. Nor Alberta... uc .2.500 oe 34 3,149,998 66 
May 19, 1961..... Can. Nor. Ontario. 2.00... cece. 34 34, 229,996 87 
Jan, ts 1962 Grand “frunk Pacific.<.-.....c0 00. B 34, 992,000 00 
dan.” 1, 1962.....3 Grand Trotk Pacific... )csccess.s. 4 8,440,848 00 
Wee. I, Te6s.'-:* Canadian National 44 35,000,000 00 
Saly 1, 19697. :.5 Canadian National 5 60,000,000 00 
Oct. 1, 1969..... Canadian National bis 60,000,000 00 
Nov. 1, 1969..... Harbour Comm. of Montreal 5 19,000,000 00 
Feb. 1, 1970..... Canadian National 5 18,000,000 00 
By tenders. or|Canadian National 2 29,452,409 67 
drawings. 
Various dates City of St. John Debs. assumed by] various 1, 467, 164 96 
1932-54. St. John Harbour Commis- 
sioners. 
Serial—Feb. 1, &)Canadian National Equip. G...... 9,750,000 00 
Aug. 1, 1932-1938. 
Perpetual. ....555-. Grand Trunk Guaranteed Stock... 60, 833, 333 33 
si fi Shrazttes.2 Grand Trunk Debenture Stock... 20,782,491 67 


13, 252,322 67 
119, 839,014 33 
1,499,979 67 


1,000, 918,406 41 


ae IPR ere Great Western Debenture Stock. . 
Bh Re et Grand Trunk Debenture Stock... 
ee ars he North. Ry. of Canada Deb. Stock 


PP CLOT OT 


TRADE OF CANADA 


Turning now to the matter of external trade, Canada has 
continued to share in the pronounced shrinkage, both in volume 
and value, that has marked the commerce of the world. The 
following is a statement of Canada’s foreign trade for the first 
eleven months of the last fiscal year, as compared with the 
same period in 1930-31 :— 


Eleven Eleven 
months months 
— ended ended Decrease 
Feb. 28, Feb. 29, 
1931 1932 
(000 omitted) 
$ $ $ 

Fert... 6 aren «+s db ee nv ees eee 831, 232 521,056 310,176 
Exports, Canadian produce................... 744, 669 536, 595 208, 074 
Re-exports, foreign produce................... 16, 038 9,951 6, 087 

1,591,939 | 1,067,602 524, 337 


¥ 


“on 
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The figures indicate a reduction in the dollar value of total 
trade of approximately 33 per cent, which corresponds fairly 
closely to the average fall in world trade. Notwithstanding 
this unfavourable aspect of our external commerce, a very 
distinct improvement has taken place in the conversion of an 
unfavourable into a favourable balance. Starting last June, 
our exports commenced to exceed the imports and a surplus of 
exports over imports has continued month by month to date. 
Taking the last eleven months’ figures as a basis, the balance 
nas been favourable to the extent of $25,491,000, as compared 
with an unfavourable balance of $70,524,000 in the previous 
corresponding period. Comparative figures are as follows:— 


(000 omitted) 
Excess 
of Imports 
Eleven months ended Imports Exports over 
Exports 
$ $ $ 
Reb rary Srl 980 sckbicc see opemesecie ee ee 1,135,248 | 1,053, 246 82,002 
PebmuanyieS ets be ctyes ccs ontepree een et elses 831, 232 760,708 70, 524 
Excess 
of Exports 
over 
Imports 
Me bruarys29 1932. saleaee ote ioe 521, 056 546, 547 25,491 


In the eleven months’ period ended February 29, 1932, the 
latest date for which statistics of trade by countries are avail- 
able, Canada’s imports from the British Empire amounted to 
131 million dollars, representing 25-3 per cent of total imports 
and showed a decrease of 56 million dollars from the previous 
corresponding period. Our exports to the British Empire are 
shown at 204 million dollars representing 37-4 per cent of total 
exports, a drop in the period of 71 million dollars. 

The imports from the United Kingdom decreased 48 million 
dollars and exports dropped 44 million dollars. 

A summary showing the imports from and exports to the 
principal parts of the British Empire is as follows: 


TRADE WITH BRITISH EMPIRE—FIRST ELEVEN MONTHS 
(000 omitted) 


Taporte Decrease Exports Decrease 

nnn 1osi-ge | JtOmanecrosieao a ony, 

ie 1930-31 ‘: 1930-31 

' _ $ $ $ $ 

United iGinedom. oc eeuse. fe occctencee ss 94,579 42,842 163, 152 43,922 
Acasa ia epe ee tea sn RON esos. suessunantoee ie 5,357 1,495* 4, 688 1, 605 
IB riGi shi SOU GPATEICE << fercuhss «alciteve c seateeve 4,259 1,091* 8,011 1,554 
New; Zealand testes uns ucel len sintun enna 938 5,347 3,483 8,777 
Wesbilmdies aaa. c.. ds Ket tees spss 10,995 2,359 7, 694 3,657 
Neywioundlandeeeres......<cmieodates ashes 1,465 1,007 6,320 3,987 
COBIGT Sore csc GP PERE yo Or «he SERN Beis, stare Soha 14,247 7,526 11, 266 7,808 


Total British Empire..a:.:..... 131,840 56,495 204, 564 71,310 


*Increase. 
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Our largest trade continues to be with the United States, 
to which exports in the eleven months ended February 29, 1932, 
amounted to 227 million dollars and from which imports were 
317 million dollars, an unfavourable balance of 90 million dollars 
to Canada on the interchange. While exports declined 32-5 
per cent in the period, our purchases from the United States 
have decreased 40-6 per cent. 


A statement is submitted to show the percentage of our 
trade with the British Empire, United States and other countries 
in the first eleven months of the fiscal year, and for purposes of 
comparison to indicate the trend, similar percentages for the 
previous fiscal year. 

TRADE OF CANADA 


Imports Exports 


— Fiscal First Fiscal First 
year |l1 months} year {11 months 
1930-381 1931-32 1930-31 1931-32 


% % J To 
British pire :.44 grt. Sakae «salen 22-6 25-3 36-6 37-4 
Wittusel Cates <..ce os oer aarne re re 64-5 60-9 43-7 41-5 
Other Countries:}... ues }egy)sae: . «soi kb 12-9 13-8 19-7 21-1 

100-00 100-00 100-00 100-00 


Having reached the conclusion that the interests of both 
contracting parties would be promoted by the negotiation of an 
entirely new convention, Canada gave notice to France, in 
December last, of her desire to terminate the French convention 
made in 1922, and to proceed to the making of a new agreement. 
The existing Treaty terminates, therefore, on June 16th of this 
year and it is the earnest hope of the Government that its place 
will in the near future be taken by a commercial convention 
which may be of mutual advantage. 


EstimaTED REVENUES AND EXPENDITURES 1982-33 


Based upon present rates of taxation and reasonably stable 
conditions, it is anticipated that the revenues in the fiscal year 
1932-33 which has just commenced, will amount to $319,100,000 
from the following sources: 


Pnsbone Lee. a5 > Pea cae ekg) Mie tey asia = wats $100,000, 000 
Fixaehp TOUee rr tase ee ee eee le Rte ee Pelee: tm 45,000,000 
Tixaiao Lae 6 dacuwe. « pietaes «wat Pene Gedy Apt soweleyp eet s S64 70,000, 000 
TUG LS aaa o «oe erties BRO RES aioe bodega ee eae ee ies 48,000,000 
Powt Ormmosyss 9 TS At ak. Re ed. ees 82,000,000 
Tntarost on Ayam tiieris  «<wc.toiie aio 95 os 0 en Kee pe eke 11,500,000 
Other sources.......... Bes wy COR eae ot ee es Re Nd co Ne 12, 600,000 


$319, 100, 000 


The ordinary requirements for Government services in 
1932-33, as provided for in the main estimates, together with 
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certain special and statutory amounts such as for old age pen- 
sions and payments to railways under the Maritime Freight 
Rates Act, are estimated at $369,900,000, and, in addition, 
$9,600,000 is voted for capital expenditures. 

A very considerable contribution to the balancing of the 
budget has already been made in the reductions of appropria- 
tions which have been recommended to the House for the 
current year. Leaving aside the extraordinary expenditures on 
wheat bonus and unemployment relief, the expenditures in the 
fiscal year just ended are estimated at $404,900,000, in com- 
parison with which the estimated expenditures of $379,500,000 
for 1932-33 show a reduction of $25,400,000, after absorbing an 
increase in interest on the public debt of $12,700,000, 


The perplexities which ordinarily attend the curtailment of 
expenditures on governmental services are rendered much 
ereater in the present instance by reason of the reductions 
which had already been effected in the ordinary and capital 
expenditures, and particularly by reason of the increasingly 
smaller proportion of the expenditures which are controllable. 
Thus in the proposed expenditures for 1932-33, the fixed and, 
in general, uncontrollable amounts, including debt charges, 
pensions and ex-soldiers’ welfare, provincial subsidies, and 
similar items, aggregate approximately $236,000,000, leaving 
only $143,500,000, or 38 per cent, under the classification of 
controllable. In the fiscal year just ended, the corresponding 
figure of controllable expenditures was $179,300,000. It will 
therefore be seen that the reduction which it is proposed to 
effect this year in the controllable expenditures is $35,800,000, 
which is the equivalent of 20 per cent. These figures have been 
cited to illustrate the drastic economies which the Government 
has felt it necessary to institute, having regard to the depleted 
returns from taxation. 


With revenues estimated at $319,100,000 and the usual 
current expenses of government amounting to $369,900,000, it is 
clear that increases in the rates of taxation are necessary. 
Accordingly it is proposed to recommend measures which will, 
it is estimated, increase the revenues by $55,000,000, thus 
balancing the current expenditures and leaving a surplus of 
$4,300,000. If expectations are realized, this surplus would 
serve to cover a large part of the capital expenditures as well. 
Even a slight improvement in price levels, and the general 
volume of business would, of course, be reflected immediately in 
the returns from customs and excise taxes, and our budget 
position would be correspondingly improved. 

Without building too greatly on help from this source in 
the present year, it is the considered view of the Government 
that reductions in expenditures, on the one hand, and proposed 
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additions to the taxation revenues on the other, will, in the final 
outcome, represent a complete balancing of the budget on the 
usual current governmental services. While, unfortunately, 
the estimates of revenues, which are conservatively based having 
regard to the present conditions of business, do not cover the 
special expenditures on unemployment relief, nor the more 
indirect liabilities arising out of the financing of the Canadian 
National Railways, it is nevertheless, in our judgment, as 
substantial a step in the direction of providing currently for 
every responsibility of the Government as would be in the 
public interest to make effective in any one year under existing 
conditions. 


IncoME Tax 


It is proposed to raise the rate of taxation on incomes of 
corporations and joint stock companies to 11 per cent, to take 
effect in the 1931 taxation period. Under the Act at present, 
a corporation whose financial year is not coincident with the 
calendar year is allowed until April 30th of the following year 
to pay the tax. It is proposed to amend the Act to provide in 
such eases for the return of income and payment of the tax 
within four months from the close of the fiscal period. This 
will have the effect of accelerating the collection of the tax from 
those corporations whose fiscal periods do not end with the 
calendar year. A further amendment to the Income War Tax 
Act will repeal the provisions relating to family corporations. 


In respect of the tax on personal incomes, it is proposed to 
repeal the deduction of 20 per cent now allowed from the tax 
payable under the established schedule of rates. In addition, 
all taxpayers, including corporations, in receipt of net income in 
excess of $5,000 will be required to pay a surcharge of 5 per cent 
of the amount of tax otherwise payable. 


The personal exemption, where heretofore $3,000, will be 
reduced to $2,400, and where heretofore $1,500, will be reduced 
to $1,200. No change is to be made in the exemption for 
dependent children. Hereafter the exemption granted in 
respect of income from annuity contracts will be $1,200 instead 
of $5,000. This will bring the exemption into conformity with 
the Annuities Act as amended in 1931. 


The penatly provisions in the Income War Tax Act will be 
amended so as to provide that in cases where investigation 
reveals that a taxpayer has deliberately understated his income, 
the amount of income not disclosed will be added in double the 
amount and the tax assessed thereon. The decease of the 
taxpayer will not avoid the tax penalty. 
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The changes in the exemptions and in the rates of tax 
payable will apply to incomes of 1931. The following state- 
ment indicates the proposed increase in taxation, in the case of 
a married person without dependents, at various amounts of 
income: 


INCOME TAX 


Marrigp Person witHout DrerENDENTS—TaxeEs PAYABLE 


Income Present Tax Proposed Tax Increase 
$ $ cts. $ cts. $ cts. 
2,400 = = = 
2,500 — 2 00 2 00 
2,600 _— 4 00 4 00 
2,700 — 6 00 6 00 
2,800 _ 8 00 8 00 
2,900 — 10 00 10 00 
3,000 _ 12 00 12 00 
4,000 16 00 32 00 16 00 
5,000 32 00 58 00 26 00 
6,000 56 00 98 70 42 70 
7,000 88 00 147 00 59 00 
8,000 128 00 205 80 77 80 
9,000 176 00 275 10 99 10 

10,000 232 00 354 90 122 90 
11,000 296 00 445 20 149 20 
12,000 368 00 546 00 178 00 
13, 000 448 00 657 30 209 30 
14,000 536 00 779 10 243 10 
15,000 632 00 911 40 279 40 
16,000 736 00 1,054 20 318 20 
17,000 848 00 1,207 50 359 50 
18,000 968 00 1,371 30 403 30 
19,000 1,096 00 1,545 60 449 60 
20,000 1,232 00 1,730 40 498 40 
25, 000 2,024 00 2,788 80 764 80 
30,000 2,880 00 3,918 60 1,038 60 
35,000 3,776 00 5,100 90 1,324 90 
40,000 4,712 00 6,335 70 1,623 70 
45,000 5,688 00 7,623 00 1,935 00 
50, 000 6,704 00 8,962 80 2,258 80 
55, 000 7,760 00 10,355 10 2,595 10 
60,000 8,856 00 11,799 90 2,943 90 
65, 000 9,992 00 13,297 20 3,305 20 
70,000 11,168 00 14, 847 00 3,679 00 
75,000 12,384 00 16,449 30 4,065 30 
80, 000 13,640 00 18,104 10 4,464 10 
85,000 14,936 00 19,811 40 4,875 40 
90,000 16,272 00 21;571 20 5,299 20 
95, 000 17, 648 00 23,383 50 5,735 50 
100,000 19,064 00 25,248 30 6,184 30 
110, 000 22,000 00 29,108 10 7,108 10 
120,000 25,016 00 33,072 90 8,056 90 
130, 000 28,112 00 37,142 70 9,030 70 
140,000 31,288 00 41,317 50 10,029 50 
150, 000 34,544 00 45,597 30 11,053 30 
175, 000 42,920 00 56,597 10 13,677 10 
200,000 51,496 00 67,859 40 16,363 40 
250, 000 69,072 00 90,934 20 21,862 20 
300,000 87,048 00 114, 534 00 27,486 00 
350, 000 105,424 00 138,658 80 33, 234 80 
400, 000 124, 200 00 163, 308 60 39,108 60 
450,000 143,376 00 188,483 40 45,107 40 
500, 000 162,952 00 214,183 20 51,231 20 
600, 000 202,928 00 266,658 00 | 63,730 00 
700, 000 242,928 00 319,158 00 76, 230 00 
800, 000 282,928 00 371, 658 00 88,730 00 
900, 000 322,928 00 424,158 00 101,230 00 
1,000,000 362,928 00 476,658 00 113,730 00 


ee ETE 
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Sates Tax 


The sales tax will be increased by 2 per cent. Some 
additional revenue will also be derived from a limited adjust- 
ment of the exempt and partially exempt list, in the case of a 
number of articles not primary products which it is believed 
should, under present conditions, carry a proportionate share 
of the tax burden. The chief items to be taken from the 
exempt list are bakers’ cake and pies, lard compound and 
similar substances made from animal or vegetable stearine or 
oil, ice cream, processed milk foods and cereal foods under 
Customs Items 45 and 46, and usual coverings for goods not 
subject to the sales tax. Biscuits are to be raised from the 
half to the full rate. 


SpectaL Excise Tax on Imports 


The special excise tax on goods imported into Canada 
will be increased by 2 per cent. 


INSURANCE TAx 


The tax upon insurance premiums passed at the last 
session was not put into effect by proclamation as provided 
by the statute, owing to difficulties over the jurisdiction of the 
Dominion and provinces in the matter of insurance. It is now 
proposed, under the Special War Revenue Act, to impose a 
tax of 1 per cent of net premiums of insurance companies 
authorized to transact business in Canada or in any province 
of Canada, other than life, marine and farm mutual. ‘This 
tax was in force from 1915 to 1929. British and foreign com- 
panies, not so authorized but maintaining deposits with the 
Dominion, will also be assessed 1 per cent of net premiums 
received in Canada. Canadian policyholders who insure their 
property in Canada with companies other than those mentioned 
above, will be charged a tax of 15 per cent of the gross pre- 
miums payable on such insurance. 


The stamp tax on cheques, promissory notes, money orders, 
etc., will be increased. The present rate is two cents for each 
instrument exceeding $5. The new rate will be three cents over 
$5 to $100 and on instruments over $100, six cents. The tax 
of 10 per cent, minimum 25 cents, on sleeping car tickets and 
of 10 cents on each parlour car ticket, will be re-enacted. The 
tax on cable and telegraphic messages will also be re-enacted, 
but the rate will now be five cents for each message costing more 
than fifteen cents, and the measure will be extended to include 
long distance telephone calls at the same rate. 
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A minor amendment also is proposed to the Special War 
Revenue Act in connection with the stock and bond transfer 
tax. The present exemption for inter-dealer transactions in 
bonds is to be repealed and a regulation substituted which will 
ensure the application of the tax in all transactions except 
where dealers in securities are acting as purchasing agents for 
clients. 

The sales tax changes come into force immediately; the 
stamp tax on cheques, telegraph and telephone and transporta- 
tion taxes, it is proposed to put into effect as of May 2. 


TARIFF 


Having in mind the near approach of the meeting of the 
Imperial Conference, it is deemed undesirable to make any 
tariff changes touching the British Preference. This decision 
of necessity precludes any major tariff adjustments. 

With one exception, no tariff amendments are therefore 
proposed. The exception relates to repair parts for farm 
implements, for which the special rates granted to March 31, 
1932, will be further extended to March 31, 1933. 

In proposing these additional measures of taxation, con- 
sideration has been given, on the one hand, to the ability of 
our people to bear the extra burden, and, on the other, to the 
absolute necessity of placing our financial house in order. 

Bearing fully in mind the fact that, in common with the 
whole world, we have suffered—while not in equal degree at 
least in substantial degree—as the result of a depression uni- 
versal in scope and of unparalleled magnitude; realizing also 
the anxieties and burdens of the people and the manifold 
difficulties resulting from the trying period through which 
we are passing; and appreciating how desirable it is that we 
should endeavour to the fullest possible extent compatible with 
the public interest to call for as little further sacrifice as possible; 
at the same time we would be recreant to our duty if we failed 
to face our problems with determination and at whatever sacri- 
fice, fully meet our financial obligations, balance our budget 
and preserve our national credit in the eyes of an observant 
financial world. 

This course may result in hardship. It may entail sacri- 
fice. But in the long run it will result in less hardship, and will 
call for less sacrifice than that which would flow from a policy 
less courageous. 

Furthermore, the preservation of our national credit is an 
indispensible prerequisite to the return of prosperity. 

While the world is close knit to-day in matters of trade 
and finance as never before in its history-~and we cannot 
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expect normal or prosperous conditions apart from the general 
world trend—nevertheless some one nation, or group of nations, 
must assume the leadership and point the way. To that end an 
opportunity unique in history is afforded to the British nations, 
whose representatives will assemble in Ottawa at the Imperial 
Economie Conference in July next. 


If the delegates who assemble here meet in an atmosphere 
charged with determination to approach their deliberations from 
the viewpoint of mutual advantage, there will result measures 
which will give a marked stimulus to Empire trade. 


And while these measures are primarily designed to stimu- 
late trade within the Empire, they will release forces and es- 
tablish currents which may well flow beyond our borders to 
the eventual benefit of the world at large. 


As a final word, may I say that I do not propose to indulge 
in prophecy. But I do desire to record my firm conviction 
that we are not far removed from events which will herald 
the dawn of better days; that those qualities of courage, re- 
sourcefulness and thrift which characterized our forebears are 
not lost to the present generation; that out struggles and diffi- 
culties of to-day will serve as a challenge to greater effort on 
the part of governments and people to the end that Canada 
will be found in the vanguard of those nations who successfully 
emerge from the greatest testing time in modern history. 


RESOLUTIONS 


I beg to give notice that when the house resolves itself into 
committee, I shall move the following resolutions :— 


CUSTOMS TARIFF 


1. Rusotvep, That Schedule A to the Customs Tariff, being chapter 
forty-four of the Revised Statutes of Canada, 1927, as amended by chapter 
seventeen of the Acts of 1928, chapter thirty-nine of the Acts of 1929, chapter 
thirteen of the Acts of 1930 (first Session), chapter three of the Acts of 1930 
(second Session) and chapter thirty of the Acts of 1931, be further amended 
by striking thereout tariff item 409q, the several enumerations of goods, 
respectively, and the several rates of duties of customs, if any, set opposite 
thereto, and by inserting the following item, enumerations and rates of duty 
in said Schedule A:— 
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- British Inter- 
e ne fae Preferential] mediate eee 
: > Tariff Tariff 


409q |Complete parts for repairs, if imported 


on or before the thirty-first day 

of March, 1933, under regulations 

prescribed by the Minister— 

(i) For the implements or mach- 
inery enumerated in tariff 
items 409c, 409e, 409f, 409g, 
409}, 4090, 409p and 439c..... Free 10 p.c. 10 p.c. 

(ii) For the implements or mach- 
inery enumerated in tariff 
item: 409 bien ok Gada Free (epic. 7k p.c. 

(iii) For the implements or mach- 
inery enumerated in tariff 
Teen 409d. FEEL ethid-ten cei. = Free 6 p.c. 6 p.c. 

(iv) For the implements or mach- 
inery enumerated in tariff 
items 409h and 409n.......... Free 10 p.c. 15 p.c. 

(v) For the implements or mach- 
inery enumerated in tariff 
items 409i and 409k.......... Free 17% p.c. 173 p.c. 


2. Rusotvep, That any enactment founded upon the foregoing resolution 


shall be deemed to have come into force on the seventh day of April, one 
thousand nine hundred and thirty-two, and to have applied to all goods 
mentioned in the foregoing resolution imported or taken out of warehouse 
for consumption on and after that date and to have applied to goods previously 
imported for consumption for which no entry for consumption was made 
before that. date. 


i) 


INCOME WAR TAX ACT 


ReEsotven, that it is expedient to amend the Income War Tax Act and 
provide :-— 


. That the reduction of twenty per centum from the rates of tax under the 


first schedule of the Act be repealed; 


That the rate of tax applicable to corporations be increased from ten 
per centum to eleven per centum on the income in excess of $2,000; 


That all taxpayers in receipt of net income in excess of $5,000, excluding 
incomes exempt under section 4 of the said Act, shall pay an addi- 
tional tax of five per centum of the amount of taxes otherwise 
payable under the provisions of the said Act; 


That the personal exemption heretofore afforded to the extent of $3,000 
be reduced to $2,400 and where heretofore afforded to the extent 
of $1,500 be reduced to $1,200; 


. That incomes arising by way of annuity contracts within the meaning 


of paragraph (k) of section 3 of chapter 24 of the Statutes of 1930 
be exempt to the extent of $1,200 in lieu of the exemption heretofore 
provided of $5,000, but the said exemption of annuity income 
heretofore provided and arising out of annuity contracts entered 
into prior to the passing of any Act based on this resolution shall 
continue in full force and effect; 


That the provisions relating to family corporations be repealed, such 
repeal to come into force at the end of the 1932 calendar year or 
fiscal periods ending therein; 
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7. That in respect of fiscal periods not coincident with the calendar year 
the return of income and payment of the tax, by persons other than 
individuals, in lieu of being made and paid on or before the 30th 
day of April in each year as in the said Act provided, must be made 
and paid within four months from the close of the fiscal period and 
if not so made and paid all provisions of the said Act shall mutatis 
mutandis apply; 
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. That income by way of dividends, rentals, interest, royalties and other 
like income not disclosed by the taxpayer in his return of income 
may be added to the other income of the taxpayer in double the 
amount and the whole taxed under the provisions of the Act; 


9. That any enactment founded on paragraphs one, two, three, four, five 
and eight of this resolution shall be deemed to have come into force 
at the commencement of the 1931 taxation period and to be applic- 
able thereto and to fiscal periods ending therein and to all subse- 
quent periods; 

10. That any enactment founded on the provisions of paragraph seven of 
this resolution shall be deemed to have come into force at the com- 
mencement of the 1932 taxation period and to be applicable thereto 
and to fiscal periods ending therein and to all subsequent periods. 


SPECIAL WAR REVENUE ACT 
a 
ReEsoLveD, that it is expedient to mtroduce a measure to amend the 
Special War Revenue Act, chapter 179 of the Revised Statutes of Canada, 
1927, as amended by chapter 50 of the Statutes of 1928, chapter 57 of the 
Statutes of 1929, chapter 43 of the Statutes of 1930, and chapter 54 of the 
Statutes of 1931, and to provide:— 

1. (i) That every company authorized to transact the business of 
insurance in Canada or in any province of Canada, other than life and 
marine insurance companies, fraternal benefit societies and purely mutual 
fire insurance companies insuring principally farm risks, shall pay for 
Consolidated Revenue Fund a tax of one per centum upon the net pre- 
miums received by the company in Canada on and after the first day of 
January, 1932. 

(ii) That every insurance company not so authorized to transact the 
business of insurance in Canada or in any province thereof but which 
maintains a deposit with the Minister of Finance as security for the claims 
of all Canadian policyholders exclusively of such company to the amount 
of at least the amount of the liabilities of the company to policyholders 
in Canada, shall pay for Consolidated Revenue Fund a tax of one per 
centum upon the net premiums received by it in respect of insurance on 
property in Canada, other than marine insurance, effected or renewed in 
the portion of the calendar year 1932, and of each calendar year thereafter 
for which it maintains such deposit. 

(iii) That every person resident in Canada who insures or has insured 
his property situate in Canada, or any property situate in Canada in which 
he has an insurable interest other than that of an msurer of such property 
with any British or foreign company or British or foreign underwriter or 
underwriters, or any association of persons 

(a) which, on the twenty-second day of October, 1931, had not a deposit 

with the Minister of Finance for the purpose and to the amount 
aforesaid, shall pay for Consolidated Revenue Fund a tax of fifteen 
per centum of the gross premiums paid or payable by such person 
for such insurance during the year 1931; and a tax of five per centum 
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of the total net cost to such person of such insurance effected or 
renewed in each of the calendar years 1921 to 1930, both inclusive 
during which such company, underwriter or association did not 
maintain a deposit with the Minister for the purpose and to the 
amount aforesaid, the amount of such tax payable in respect of 
any calendar year to be reduced by the amount of any tax hereto- 
fore paid to the Minister in respect of such imsurance for such 
calendar year; or 


(b) which does not on or before the first day of May, 1932, or at the 
time such insurance is effected or renewed, if after the said date, 
maintain a deposit for the purpose and to the amount aforesaid, 
shall each year pay a tax of fifteen per centum of the gross premiums 
paid or payable for such insurance during the next preceding calendar 
year. 


2. That on every cable and telegraph or radio message originating in 
Canada for which a charge of more than fifteen cents is made, except press 
despatches, and on every long distance telephone call originating in Canada 
for which a charge of more than fifteen cents is made the sending company 
shall pay to the Consolidated Revenue Fund a tax of five cents and may 
charge the same to the person paying the regular charges for such message. 


3. That every purchaser of a seat in a Pullman or parlour car shall 
pay, in addition to the regular price of each such seat, a tax of ten cents 
and that every purchaser of a berth im a sleeping car or other sleeping accom- 
modation on a railway train shall pay in addition to the regular price thereof 
a tax equal to ten per cent of the said price, provided that such tax shall 
in no case be less than twenty-five cents. 


4. That the stamp tax imposed by Parts VI, VIII, and IX of the said 
Act on cheques, receipts to banks, money orders, travellers’ cheques and 
post office money orders for amounts exceeding five dollars, and on bills 
of exchange and promissory notes, be increased to three cents on every 
instrument for an amount not exceeding one hundred dollars, and to six 
cents on every instrument for an amount exceeding one hundred dollars. 


5. That subsection (e) of section sixty-one of the said Act, as enacted 
by chapter 54 of the Statutes of 1931, be repealed. 


6. (i) That the rate of consumption or sales tax as imposed by section 
eighty-six of the said Act, as amended by section eleven of chapter 54 of 
the Statutes of 1931, be increased to six per cent. 


(ii) That the following words be removed from the list of articles exempt 
from the consumption or sales tax set out in Schedule III to the said Act, 
as enacted by chapter 54 of the Statutes of 1931, that is to say:— 


“Bakers’ cake and pies, not to include biscuits;’ “and substitutes 


therefor” in line seven of the said Schedule; ‘ard compound and similar 
substances, made from animal or vegetable stearine or oils; “materials 
for use solely in the manufacture of any substitute for butter or lard;” 
“extract of rennet;’’ “ice cream;” ‘usual coverings to be used exclusively 
for covering goods not subject to the consumption or sales tax;’’ “mater- 
ials to be used exclusively in the manufacture of usual coverings to be 
used for covering goods not subject to the consumption or sales tax.” 


Also under the heading ‘‘Goods Enumerated in Customs Tariff 
Items;” the following figures and words, namely ;— 


“45. Milk foods, n.o.p.; prepared cereal foods, in packages not 
exceeding twenty-five pounds weight each;’’ 


“46. Prepared cereal foods, n.o.p.;” 
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And that the word “lard” where it first appears in line eight of the 
said Schedule be struck out and the words “lard, when produced in 
Canada” be substituted. 


(iii) That the following words be inserted in the said schedule:— 


“All articles manufactured or produced by the labour of the blind 
in institutions established for their care or under the control or direction 
of such institutions.” 


(iv) That the following words be removed from the list of articles exempt 
to the extent of fifty per cent of the consumption or sales tax set out in 
Schedule IV to the said Act, as enacted by chapter 54 of the Statutes of 
1931, that is to say:— 


“Biscuits of all kinds.” 


7. That the special excise tax on imports imposed by section eighty- 
eight of the said Act, as enacted by section fourteen of chapter 54 of the 
Statutes of 1931, be increased to three per cent. 


8. That any enactment founded on paragraphs two, three and four of 
this resolution shall come into force on the second day of May one thousand 
nine hundred and thirty-two. 


9. That any enactment founded on paragraphs six and seven of this 
resolution shall be deemed to have come into force on the seventh day of 
April one thousand nine hundred and thirty-two, and to have applied to all 
goods imported or taken out of warehouse for consumption on and after that 
day, and to have applied to goods previously imported for which no entry 
for consumption was made before that date. 
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Hon. EDGAR N. RHODES (Minister of 
Finance) moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means, 

He said: Mr. Speaker, in moving that you 
do now leave the chair to enable the house 
to resolve itself into committee of ways and 
means to enable supply to be granted to His 
Majesty for the fiscal year ending March 31, 
1934, it is proposed to discuss the year’s 
financial operations under the. five headings 


followed in the last budget, namely: Ny 
1. A short review of world economic condi- 
tions; 


2. Canada’s trade and commerce and finan- 
cial conditions in Canada; 

3. The financial operations and accounts of 
the dominion for the year ending March 31, 
1933, and, as the fiscal year has not yet 
closed, the transactions still to take place 
have been estimated ag closely as possible; 

4. The estimated revenue and expenditure 
for the year 1933-34; 

5. Ways and means to secure the revenue 
required to meet the estimated expenditure. 


World Economic Conditions 


When the budget was presented one year 
ago, a world financial storm of unprecedented 
severity was still in progress. It had started, 
you will recall, in Austria in the spring of 
1931 and had passed from one country to 
another, crippling financial institutions and 
generally dislocating the machinery of finance 
and trade. Before the end of September, 
England had been forced off the gold standard 
and her example was soon followed by a score 
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or more of other countries. With few ex- 
ceptions, all countries felt it necessary to 
institute exchange controls or impose addi- 
tional restrictions on trade, in order to pro- 
tect the value of their currencies and to safe- 
guard themselves against unfair competition 
arising out of depreciated exchanges. 

As a result of these conditions, the inter- 
national exchange of goods tended to become 
more and more restricted; the world level 
of prices, particularly the prices of primary 
products and the staple exports of debtor 
countries, became subject to intolerable pres- 
sure; and the forces making for declining busi- 
ness activity and increasing unemployment 
were reinforced. 

The United States was perhaps the last 
important country to feel the full force of the 
financial storm. During the winter of 1931- 
82, its banking system was subject to a double 
strain; foreign individuals and _ institutions 
with balances in the New York money market 
repatriated these balances or earmarked gold 
against them, while domestic depositors, dis- 
trustful of the solvency of their banking 
institutions, withdrew deposits. The inevit- 
able result was the failure of thousands of 
small unit banks, heavy depreciation in the 
value of securities thrown upon the invest- 
ment market, falling commodity prices and a 
vicious spiral of deflation. To counteract this 
movement, a program designed to create an 
expansion of credit was instituted, involving 
chiefly the formation of the Reconstruction 
Finance Corporation, the liberalization of 
banking legislation and extensive open market 
purchases of government securities by the 
Federal Reserve banks. By midsummer the 


processes of disintegration appeared to have 
been effectively checked. 

Up to this period, world commodity prices 
had been falling and business activity steadily 
shrinking. Even in England, departure from 
the gold standard had brought only temporary 
inflation and the level of wholesale prices had 
been declining since November. In June or 
July, however, prices turned upward in both 
England and the United States, and industrial 
production showed a similar upswing. In June, 
the Lausanne conference, somewhat to the 
surprise of the world, reached a provisional 
settlement of the reparations problem. While 
the European nations made their acceptance 
of the agreement conditional upon similar 
action being taken by the United States with 
respect to war debts, this conference had all 
the promise of marking a real beginning of 
international co-operation, through which the 
hopeless tangle of reparations, debts, tariffs, 
armaments and unstable currencies might be 
solved by international action. In July- 
August, the Ottawa conference, to the accom- 
plishments of which further reference will be 
made a little later, succeeded in effecting a 
measurable relaxation of trade restrictions 
within the huge trading area of the British 
Empire, and pointed the way to similar action 
on a broader scale. These developments in 
the international sphere created an atmosphere 
favourable to business recovery. 

During the summer also Great Britain 
carried through a highly successful conversion 
operation, reducing the rate of interest from 
5 to 34 per cent on over two billion pounds of 
callable public debt. This was made possible 
by a condition of extraordinary ease in the 
money market, symbolized by successive re- 
ductions of the Bank of England rate from 6 
to 2 per cent and by the sale of Treasury bills 
at the record low rate of % of one per cent. 
Somewhat similar conditions prevailed in other 
leading money markets of the world. In the 
security markets, prices rose rapidly, par- 
ticularly for high-grade bonds. Low money 
rates are traditionally regarded as the chief 
prerequisite to and as the forerunner of busi- 
ness recovery. It was not unnatural therefore 
that confidence began to return. Indeed, the 
third quarter of 1932 was a period of noticeable 
improvement in world industry and in busi- 
ness sentiment. 

But the improvement was not maintained, 
and since last October world trade, industrial 
production and wholesale prices have once 
more tended downwards. In the renewal of 
the decline, the failure of the war debt 
negotiations has been an important, though 
not the sole, factor. During the last few 
weeks, there has been a recurrence of banking 


troubles in the great country to the south of 
us, and new clouds have appeared on the 
political horizon in Europe. On the signifi- 
cance of this banking crisis and these new 
political disturbances, it is not mecessary for 
me to comment. But I do wish to warn 
against too gloomy an interpretation of current 
happenings. Events that may seem well-nigh 
disastrous in themselves may nevertheless be 
necessary to effect some of the radical changes 
in public attitudes and national policies which 
will make possible a fundamental and perm- 
anent solution of the difficulties which beset 
the world. 

There are those who decry the possibility 
of an international solution and who insist 
that we should seek remedies at home for 
present conditions. I do not wish to minimize 
the difficulties and delays which are involved 
in any program based on international agree- 
ment, or to overlook the plain duty which 
rests upon every nation to keep its own 
house in order and to strive to the utmost 
by domestic action to accelerate the processes 
of business recovery. However, one cannot 
fail to observe that the present crisis is inter- 
national, both in its causes and its effects, 
and that the remedy must be sought in 
international understanding and co-operation. 
Slowly, but nevertheless surely, the world is 
approaching full realization of the fact that 
the day of national self-sufficiency is past, 
that an international disease can only be cured 
by an international remedy. 


Therefore, I look forward hopefully to the 
World Economic and Monetary conference 
which is expected to meet in London in the 
near future, and to which we propose to give 
our whole-hearted support. Members of this 
house have already had an opportunity of 
studying the agenda of that conference pre- 
pared by an able committee of experts. I am 
hopeful that on the basis of this agenda a 
program can be worked out for the relaxation 
of exchange controls and other excessive re- 
strictions on international trade, for the 
stabilization of currencies, and for the stimu- 
lation of a rise in the world level of whole- 
sale prices. The success of this conference 
assumes a prior or simultaneous settlement 
of the war debt question and some appease- 
ment of political fears and rivalries as a 
result of progress in disarmament discussions 
or otherwise. If these prerequisite conditions 
‘can be achieved, it should be possible to 
reach agreement upon a program which would 
be effective in restoring world confidence and 
initiating an early recovery of business actiy- 
ity. The world has this solution within its 
grasp and in my opinion there is no other— 


short of prolonged and painful liquidation, if 
this indeed can be called a solution. Events 
are moving rapidly, driven by the urge of 
economic necessity. On this fact may rest 
the basis for a greater degree of optimism 
than has obtained in many months. 

As foreign trade plays a dominant role in 
Canada’s economy, it follows that the world 
conditions which have just been outlined, 
have inevitably been reflected in business 
conditions within this country. The course 
of industrial production and the physical 
volume of business in Canada has followed 
very closely that of the other leading coun- 
tries. Fortunately, since the first of the year, 
there has been a moderate improvement in 
wheat prices and those who are usually well- 
informed are hopeful that this improvement 
will be sustained. I do not need to emphasize 
that if this rise in wheat prices can be sus- 
tained and carried farther, no other single 
development could be of more importance in 
stimulating business recovery and reviving a 
spirit of confidence. 


Trade of Canada 

Reference has been made to the factors 
which have contributed to a further decline 
in world trade, including lower commodity 
prices, reduction in purchasing power of many 
of our principal markets due to unfavourable 
exchange conditions and the widespread appli- 
cation of import restrictions. It is a matter 
of satisfaction that relatively the position of 
Canada among the great trading nations has 
been so well maintained. In 1932, Canada 
again ranked fifth, after having been seventh 
in 1931. An examination of the statistics also 
reveals that the loss in dollar value of total 
trade in 1932 was proportionally not so great 
for Canada as for other important trading coun- 
tries. The soundness of our financial policy, 
and the beneficial effect of trade agreements, 
particularly those concluded with empire 
countries, have contributed to this result. 

The following is a statement of Canada’s 
foreign trade for the first eleven months of 
this fiscal year, as compared with the same 
period in 1931-32: 


Trade of Canada 
{000 omitted) 
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Exports— 
Canadian produce... ...hawt- ne ee 
Foreign produce. . 


Totals. 2. bin SS eee ee oe se Tae eee 


It will be observed that the value of the 
exports of Canadian produce has declined to 
a lesser extent than the value of imports. 
Indeed, when the lower prices of the leading 
Canadian export commodities are taken into 
consideration, there will be found to have 
been very little reduction in the actual volume 
of exports. 

It is also noteworthy that, despite the un- 
favourable conditions which have prevailed, 
there has been a progressive improvement in 


Eleven months Eleyen months 


ended ended 
Feb. 29—-1932 Feb. 28—1933 Decrease 
$ 521,056 $373,421 $147,635 
ry 
536,595 437,329 | 99,266 
9,952 6,332 3,620 
$1,067,603 $817,082 $250,521 


the balance of trade. In the first eleven 
months of this fiscal year, ended February 28, 
the excess of exports over imports was 
$70,240,000 which is a remarkable showing as 
compared with a favourable balance of 
$25,490,000 in the corresponding period of the 
previous year, and a complete reversal of 
the position in the eleven months ended 
February 28, 1931, when our trade showed 
an unfavourable balance of $70,524,000. Com- 
parative figures are as follows: 


Trade of Canada 
(000 omitted) 


Eleven months ended— 
February 28,1931. . 
February 29, 1932.. 
February 28, 1933.. 


Although the tariff agreements arising out 
of the Imperial Economic Conference have 
been in force only a few months and their 
advantages are not yet fully reflected in the 
trade statistics, significant developments of 


Imports Exports Balance 

$831,232 $760,708 (—) $70,524 
521,056 546,547 (+) 25,491 
373,421 443,661 (+) 70,240 


the utmost importance to our trade with 
empire countries are indicated. 

In the ten months ended January, 1933, (the 
latest date for which trade statistics by 
countries are available), Canada’s exports to 


various parts of the empire were slightly 
greater than in the same period in 1932, and 
to the United Kingdom had increased by some 
seven million dollars. In addition, the de- 


cline in empire imports was much less, 
relatively, than in respect of non-empire im- 
ports. Trade totals reflecting the inter- 
empire movement of goods are as follows: 


Inter-Empire Trade of Canada 
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Exports to United Kingdom. . ate 
Imports from British Empire.. .. 
Exports to British Empire.. .. .. 


Ten months Ten months 


ended ended 
January 81, 1932 January 31, 1933 
$ 87,509,816 $ 73,629,042 
153,776,204 160,610,678 
122,448,561 101,939,909 


192,824,941 193,115,066 


a 


When expressed as percentages of total 
trade, these figures clearly indicate the trend 
towards increased trade with empire countries. 
In the ten months ended January 31, 1933, 
imports from the British Empire were 29-13 
per cent of total trade, as compared with 


United Kingdom.. .. 
British Empire.. 
United States.. 
Other countries. . 


25°23 per cent for the previous corresponding 
period. Exports to empire countries in the 
same period were 46-34 per cent of total trade, 
as compared with 37-84 per cent formerly. 
The percentage distribution of Canada’s 
rade is shown in the following statement: 


Exports 
Ten months ended 
January 31 


Imports 
Ten months ended 
January 31 


1932 1933 1932 1933 
To Jo Jo To 
18.03 21.04 30.02 38.54 
25.23 29.13 37.84 46.34 
60.77 57.22 41.54 30.89 
14.00 13.65 20.62 22.17 
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In imports from the United Kingdom, the 
chief gains have been in textiles, coal, manu- 
factures of iron and chemicals. So far as 
exports to the United Kingdom are con- 
cerned, important increases are being registered 
in many products of the farm, mine and 
factory. 

An increase has occurred in both imports 
from and exports to Australia, the latter rising 
from $4,207,000 to $6,047,000. This improve- 
ment is especially gratifying to those inter- 
ested in trade from the Pacifie coast. 

A feature of the import trade has been the 
growing importance of the West Indies as a 
source of supply of semi-tropical fruits and 
vegetables. 

Considered in the light of world conditions, 
Canada’s external trade has shown a reassuring 
stability which reflects not only the under- 
lying productive capacity of the country, but 
also the energy and capacity of those engaged 
in production and trade. 


Financial Conditions in Canada 


It will be recalled that after Great Britain 
departed from the gold standard, the export 
of gold from Canada was prohibited except 
under license and the gold production of the 
mines was purchased by the government at 
the world price. This policy has been con- 


tinued, and the receipt of the New York 
premium, which would, of course, have been 
obtainable by producers had they been per- 
mitted to export their gold freely, has un- 
doubtedly contributed to the substantial 
expansion which has occurred in gold produc- 
tion. Next to South Africa, Canada is now 
the largest producer, thaving expanded her 
output from $16,000,000 in 1913 to $63,000,000 
in 1932, succeeding the United States as the 
second largest producer. It is estimated that 
for the present calendar year our production 
will amount to $67,000,000. 

The importance of this industry lies not 
alone in the increasing employment it has 
given to labour, the profits which have been 
disbursed in dividends and the impetus given 
to domestic trade generally, but perhaps 
primarily at this time in the support which it 
has given to our exchanges and the national 
credit. 

This increased gold supply, available for 
export without weakening monetary gold 
reserves, taken in conjunction with the 
elimination in the past two years of a large 
unfavourable balance of trade and the sub- 
stitution therefore of a favourable balance 
exceeding $70,000,000, has been most. signifi- 
cant in relation to Canada’s ability to meet, 
without undue strain, the burden of interest 


— 
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and principal payable abroad. Without mak- 
ing a detailed presentation of the various 
items entering into Canada’s balance sheet 
of international payments, it may be noted 
that current estimates of the position indicate 
that exports of goods, gold, and services, are 
sufficient to offset annual charges payable 
abroad and to leave a substantial balance for 
principal payments on account of external 
debts. This has been a most important factor 
in maintaining the high credit position of 
Canada in world markets. During the past 
year Canada was the only foreign country 
that was able to borrow in the public markets 
of the United States. 

This enviable position has been and can be 
held only by the maintenance of sound finan- 
cial and monetary policies. Much has been 
heard in recent months about inflation. Some 
of the advantages claimed for inflation may 
seem alluring to industries harassed by fall- 
ing prices and declining turnover. But let the 
sponsors of inflation never forget that apart 
from the other difficulties and dangers 
involved in their program, one inevitable 
result would be a flight from our dollar, a 
withdrawal on a large scale of the capital 
invested by foreigners in this country in the 
form of securities and bank deposits. There 
are also to be considered internal reactions 
to any steps which might impair confidence 
in a country’s currency. Against policies 
which might lead to such dangers, this gov- 
ernment has resolutely set its face. 

The external value of the Canadian dollar, 
though showing greater fluctuations than are 
desirable for the normal conduct of interna- 
tional trade, has been maintained at 
moderate discount in terms of the United 
States dollar. In October last, the rate rose 
to 64 per cent discount, and at no time during 
the past year was it depresesd to the level 
of December, 1931. There are some who 
advocate that our dollar should be tied to 
sterling at the old parity and still others who 
criticize what they mistakenly believe to be 
a policy of pegging our dollar in terms of 
New York. This is not the time to enter 
into a discussion of this broad and complicated 
question. Suffice it for me to say that our 
dollar has been allowed to find its own 
level and that as a result it has been fluctuat- 
ing about half-way between the United 
States dollar and the English pound. In so 
doing it may be working out a not unsatis- 
factory compromise between those of our 
national interests which would be benefited 
by close and stable relations with sterling, 
and those on the other hand which would be 
seriously harmed by a heavy and fluctuating 
discount in terms of New York. 
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The financial and monetary policies which 
have been followed have also contributed to 
the efficient working of our internal credit 
and investment facilities. In general the needs 
of industry, of crop-marketing agencies ana 
of public bodies harassed by falling revenues 
have been taken care of with admirable 
efficiency, particularly in view of emergency 
conditions and in the light of the situation 
in many other countries. Canada is one of 
the few countries that has been able to retain 
a market for new long-term financing, and the 
volume of long-term capital issues which were 
floated in the domestic market last year is, 
I submit, a splendid tribute, not only to the 
efficiency of our investment and banking 
institutions, but also to the thrift of the 
Canadian people and the underlying strength 
of our economic position. Excluding short- 
term and refunding loans, a total of $267,000,- 
000 was raised. In passing, it is interesting to 
note that over $15,000,000 was secured by 
Canadian borrowers from the London market, 
three provinces and two municipalities selling 
their first sterling issues since 1914. 

The dead hand of past lavish expenditure 
and borrowing still weighs heavily upon all 
public bodies. While public revenues keep 
falling, debt charges persist and increase, con- 
suming an ever-growing proportion of total 
current receipts. This whole problem of in- 
terest charges is now receiving the attention 
of the banking and commerce committee of 
this house. Without touching upon their 
field, may I say that the policy of this gov- 
ernment is to keep the interest charges upon 
the public debt as low as possible by main- 
taining such financial policies as will enable us 
to raise new funds and convert maturing 
loans on the most economical basis. When 
the opportune moment arrives, we propose 
to offer a conversion loan to the public of 
this country. But it will be on a basis that 
will keep faith with investors and will not 
in any sense involve repudiation of existing 
contracts. Under such conditions, the issue 
can be made, it is believed, at a rate which 
will involve a substantial saving to the 

~public treasury. 

May I refer also, at this time, to a matter 
which has received some attention in the 
public press, namely, the movement on the 
part of the banks and other financial insti- 
tutions to reduce the interest rate on savings 
bank deposits. In my judgment this reduction 
is a necessary step if we are to reduce the 
interest rate on bank loans, on mortgages and 
on long-term bonds to a level where business 
recovery will be most effectively stimulated. 
I need not dwell upon the extent to which 


it will ease the burden of financing for all 
public bodies by enabling funds to be raised 
at lower rates. In this matter, therefore, the 
government is prepared to cooperate by re- 
ducing the rate of interest paid on postal 
savings deposits. 

Finally, I wish to refer to the contribution 
of the chartered banks to the orderly finan- 
cing of our economic life. Under the impact 
of the severest financial storm that history 
records, our banking system has fully main- 
tained its enviable reputation, meeting every 
demand upon it and retaining the fullest con- 
fidence of the public. The annual bank state- 
ments which have been issued recently indi- 
cate an exceptionally strong and _ liquid 
position, while the chief concern of our banks 
would appear to be the difficulty of finding 
satisfactory outlets for the investment of their 
surplus reserves. 

A bill has already been introduced in this 
house providing for the extension of existing 
bank charters until July 1, 1934. Before that 
date the periodic revision of the Bank Act 
will have taken place. Speaking in this house 
more than a year ago, the right hon. the 
Prime Minister, raised the question as to 
whether or not a central bank should be 
established in Canada. In recent months the 
question has been widely discussed, but it 
must be recognized that it is a highly technical 
matter, upon which conclusions should be 
reached only in the light of the fullest en- 
quiry into all aspects of the problem. The 
government proposes, therefore, to appoint a 
royal commission to study the organization 
and working of our entire banking and 
monetary system, to consider the arguments 
for and against a central banking institution 
and to make recommendations for revising or 
supplementing our existing banking and 
monetary legislation. I need scarcely say that 
the endeavour will be made to secure a body 
of experts, wherever they may be found whose 
competence and whose freedom from _ bias 
will command the respect of every section of 
the Canadian public. The intention is that 
the commission should begin its investigation 
at an early date, should adjourn, if necessary, 
in order to consider its findings in the light 
of any recommendations that may be made 
by the World Monetary conference, and 
should submit a report which would become 
the basis for study by the banking and com- 
merce committee at the next session of par- 


liament. 


The brief reference which I have made to 
the financial situation in this country may 
well be a source of satisfaction to Canadians, 
having regard to world conditions. I do not 
overlook the darker elements in the picture— 
the low level of business activity, the shrink- 
age of trade, the pressure of low prices and of 
existing debts, the increase of unemployment 
and the various social costs which it involves. 
Nevertheless, it means much for the prospect 
of future recovery that as a nation Canada is 
able to take care of her foreign commitments 
without undue strain; that our financial struc- 
ture continues intact and our credit remains 
unimpaired in the markets of the world. 


Taxation Revenues 1982-33 


The continuance of the decline in business 
activity and in commodity prices had the 
inevitable effect, in Canada as in other coun- 
tries, of a continuing fall in public revenues. 
This was particularly marked in taxation 
revenue from which the dominion derives over 
80 per cent of its total receipts. 

Of the major sources of taxation revenue, 
the income tax alone will yield the sum esti- 
mated. When the fiscal year ends on March 
3lst, income tax receipts, as now estimated, 
will approximate $62,000,000 as compared with 
an estimate of $60,000,000 and a yield during 
the previous fiscal year of $61,255,000. 

The customs tariff still ranks first as a con- 
tributor to the dominion treasury, but its yield 
of $72,000,000 for 1932-33 is substantially below 
the customs revenues of last year. This de- 
cline reflects, of course, the fall in commodity 
prices and the gradual shrinkage of inter- 
national trade due in part to exchange re- 
strictions and chaotic monetary conditions. 
The fall in excise duties, which are estimated 
to produce $38,594,000, was slightly less rapid 
than that in customs duties. 

Because of the increase in the rate from 4 
per cent to 6 per cent, the sales tax again rose 
to third place in the list of revenue producers. 
Though the higher rate was not fully effective 
during the entire year, the return will exceed 
$58,000,000 and closely approach that of the 
income tax and the customs tariff. If to sales 
tax receipts we add the yield of the various 
other excise and miscellaneous taxes imposed 
by the Special War Revenue Act, we have a 
total estimated return of $85,432,000 or over 
33 per cent of our total taxation revenue. 

The following table gives a comparative 
statement of. the estimated receipts from taxes 
for the fiscal year now closing and the previous 
four years: 
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Taxation Revenues 


(000 omitted) 
rrr 


Estimated 
1928-29 1929-30 1980-31 1981-32 1982-33 
J : $ $ $ $ $ 
Customs import abies. avs peeet. i ecm 187, 206 179,430 131,209 104,133 72,081 
TeGG ORIG ce oe Re 63, 685 65, 036 57,747 48,655 38,594 
War Tax Revenues— 
Danke 85.0.6 Rieter. eh. . 1,248 1,408 1,429 1,390 1,35¢ 
Trust and Loan Companies............. oe ae SR ae ee Se ae 
Insurance companies.............0..00. 895 74 74 12 805 
Delayed business profits............... 455 173 384 ) HES SBIR 
Eneotne, ir i.) ccs cee oc. ey «Seed 59,422 69,021 71,048 61,255 62,000 
oN EE, Ps ae Te ee OE Rr Se rae 63, 646 44,859 20, 784 41,734 58,757 
Manufacturers’, importation, stamp, 
transportation taxes, etc............ 19,361 18,550 18,951 17,872 24,520 
Total receipts from taxation................ 395, 921 378,551 296,276 275,054 258,16) 


Public Service Revenues 


The sum of $52,709,932 will, it is estimated, 
be collected by way of revenues from the 
various public services. This is slightly larger 
than the corresponding figure for the previous 
year. 

The chief source under this head is the 
Post Office Department, the revenue of which 
is estimated at $31,129,243. This is slightly 
less than the estimate and less than the total 
for 1931-32. On the other hand, post office 
expenditures have been reduced more rapidly 
with the result that a deficit of $2,214,000 in 
1931-32 has been turned into an expected net 
revenue of approximately $567,000 during the 
current year. The figures for post office re- 
ceipts do not include any credit for handling 


the mail of the various branches of the 
public service free of charge, nor does the 
department’s expenditure take into account 
disbursements made by Public Works and 
other departments on account of Post Office. 

The second largest item of public service 
revenues is interest on investments, repre- 
senting interest on advances to harbour com- 
missions, provinces, etc., and including the 
regular payments by Roumania on its loan. 
The total this year will exceed $11,500,000, 
as compared with $9,330,125 last year. In- 
cluded in the total is the payment of $807,000 
by the chartered banks for interest upon ad- 
vances under the Finance Act. The corres- 
ponding payment last year was $360,247. 

A five-year comparison of non-tax revenues 
follows: 


Non-Tax Revenues 


Estimated 
_— 1928-29 1929-30 1980-31 1931-32 1932-33 
$ $ $ $ $ 

Cana GPA ACh oi ces ea oe 2,992,540 | 2,047,207 | 2,179,047 | 1,484,826 1,487,498 
Canada Gasette:d {468 S97 Rk Pe eee 80,214 93,890 71,197 73,590 74,000 
ie ee, eee oe a ee ore ae | 1,230,333 | 1,048,647 | 1,026,671 976, 845 806, 200 
CSE read ao ao kas ane ae ge eRe 4,041,095 | 4,300,710 | 8,678,487 | 4,286,745 4,360,454 
Oe ee ee a ae ee 18,224 14,345 21,996 10,059 9,800 
Pion ein VAS. ook otc sib wc eee 4,070,339 | 4,139,104 | 1,655,401 485,364 453, 500 
WORE IIINS, (oe nk sa 5 six 0 hice nom ead hoe Eee 563, 964 546, 957 632,151 402, 189 299,797 
Hines nad forfeitures). ..... 22a E 2. 655, 485 748, 343 433,716 233,512 208, 886 
Bich eres HOR ie ven oreo ede tera 109, 300 110,724 73, 937 40,519 37,725 
Lae serch co 63) ost cn oes ee eee 92,398 100, 763 94, 255 81,359 81,627 
Tnautance inspection: ..<.. 2iJ.39)..:52. Bees 131, 626 138,780 148, 942 149, 902 159,918 
Interest on investments: ....0....6se.00008- 12, 227,562 | 13,518,205 | 10,421,224 9,330,125 11,506, 694 
ey Peretti on eer ee nea 182,810 184, 657 199,000 191,905 178,557 
Martiers Pot... <2. -kdiede 40258 236, 808 209, 322 201,768 184,485 185, 646 
Military colleges... it. er cs ee a 20,204 19,820 19, 882 20,045 20,116 
Miltary pensions revenue...........-..-+.-- 155, 830 158,881 159,000 163,229 156, 676 
Ordnance landes, .<....5...) tots bxncaawee ee 24,830 30,277 29, 384 14, 250 15,000 
Patent and copyright fees..............+.-+- 530, 2389 574,918 559, 646 525, 248 558, 882 
Penitentiarion iss. . <p Ieee ae. ee 178,449 181,024 183, 288 166, 111 101,838 
Peek Cae ON... Fetarie kangen tee 30,611,964 | 33,345,385 | 30,212,326 | 32,234,946 | 31,129,248 
Premium, discount and exchange........... 501, 592 458,390 UL OLY lawmmesenan Nt nts 801,108 
Public works.09.4 20... VERE. osc anes 414,085 408,151 362,391 280,591 214,781 
R.C.M.P. officers’ pensions................- sing ae 6,357 14,787 9,703 
pranpuaAtion fad... ..0cianconesanntuns oe D: Ladakh» Seaepigd bes viele nino nelle tate where a6 
Wahte and Menshres, ig sdedids sos x04 eees 399,247 407, 248 419,750 406,529 402, 288 
Total non-tax revenues............. 59,475,592 | 62,787,204 | 53,291,426 | 51,757,161 52,709, 982 
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Included in casual revenue in the above 
table is $1,400,000 received from the sale of 
radio licences. This compares with $514,177 
received during the previous year when the 
fee was $1 compared with the present $2. 


Special Receipts 

Special receipts were not as large as during 
either of the previous two years, primarily 
because nothing has been received on account 
of German reparations since the Hoover 
moratorium. From the Custodian of Enemy 
Property, however, there hag been received 
$4,000,000, which has been taken into the 


accounts in part as an offset to the disburse- 
ments from the consolidated revenue fund in 
respect of compensation paid to civilians for 
damages sustained in the war. 


Summary of Revenues 


Adding special receipts to the returns from 
taxation and public service revenues, we reach 
a grand total revenue of $315,290,000, which 
i3 $18,549,000 less than the figure for the 
previous year. 

A comparison of revenues for the last five 
fiscal years is given in the following table: 


Summary of All Revenues 


(000 omitted) 
Estimated 
— 1928-29 1929-30 1930-31 1931-32 1932-33 
$ $ $ $ 3 
Receipts from taxation... ote. veseeo cee oe 395,921 378,551 296,276 275,054 258, 107 
Non=tax revenues... 2a: see eee eee eee 59,476 62,787 53,291 51,757 52,710 
Consolidated fund receipts................ 455,397 441,388 349, 567 326,811 310,817 
Special recciptsscpen sae eee 5,476 4,771 6, 622 7,028 4,473 
Grand "total ensues iiestee ace 460,873 446,109 856, 189 333,839 315,290 


Ordinary Expenditures 1932-33 


The ordinary expenditures for the year are 
estimated at $364,425,000, which is $8,080,000 
less than the figure for 1931-32. Whilst this 
expenditure is $130,000 more than was esti- 
mated, this slight increase must be con- 
sidered in the light of the fact that after 
the budget estimate was made, supplementary 
estimates were passed, amounting to $7,644,000. 
By means of rigid control over expenditures, 


Statement by Departments of Expe 


it was possible to effect a total saving of up- 
wards of $12,000,000 from the total amounts 
voted by parliament. 

In previous budgets it has been customary 
to give a statement of ordinary expenditures 
by services. The following five-year summary 
is given on the basis of expenditures by de- 
partments (with sub-heads for the more im- 
portant services), in the belief that this classi- 
fication will be more serviceable. 


nditure for the Last Five Fiscal Years 


(000 omitted) 
Estimated 
Ordinary Account 1928-29 1929-30 1930-31 1931-32 1932-33 
$ $ $ $ $ 
AgracUlbUxe sa womans eos 6 cee oa ocean 8,128 10; 245 10,119 10, 212 8,601 
Auditor General's | Ofice:eaee a. See 400 402 416 436 390 
Chief Electoral Officer, including Elec- 

PIONS a con Re kc Oe anne 75 46 2, 256 145 64 
Civil Service Commission.................- 268 308 343 306 243 
External Affairs including Office of the 

Prime Minister 6c. sas vetonahietn si. eee 749 897 928 994 875 
Finance— 
Interest.on Public Debt.t-2.0. -.... 00200: 124,990 121, 566 121, 290 121,151 134, 971 
Premium: Discount and. Exchange (Neb) s|saeme so ues aee aoe ol eee 728.) ee oe 
Subsidies toverovinces., (eee eee 12,554 12,497 17,436 13,695 13,677 
Special Grants to Maritime Provinces.... 1,600 1,600 1,600 1,600 1,600 
Other Grants and Contributions.......... 2,687 837 778 536 531 
imperial: Heonomic Conference cycohia. Semel ccaress srarctctetciell etme secede es Src ean eee een 258 
Civil Pensions and Superannuations....... 1, 648 1,545 1,476 1,405 1,330 
General Expenditures ee te cane eae 2,369 2,006 1,794 1,845 2,018 
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Statement by Departments of Expenditure for the Last Five Fiscal Years—Concluded 


(000 omitted) 
eaRaasa@pa]C0uQW§Q5aQCQ03QaaaqqquQqwuum 


Estimated 
Ordinary account 1928-29 1929-30 1930-31 1931-32 1932-33 
$ $ $ $ $ 
pC I Re rede Gps PE ge See 1,974 2,426 2,435 2,046 1,883 
Governor General’s Secretary’s sae Lee 155 170 142 148 146 
Immigration and RAD See: 2,956 3,094 2,588 2,200 1,769 
Indian Affairs. . er eee 4,789 5, 333 6, 069 5,081 4,507 
| ne ee ee ree ORR Mere) 156 159 178 180 166 
Interior... 7, 787 8,490 8,104 4,647 3,576 
Justice..... 2,640 2,591 2,538 2,560 2,480 
Penitentiaries. 1,808 2,561 3,237 2,731 3, 039 
BEIOUS occa dcly xia. Saree Ra om eee 611 697 797 633 628 
Technical Education 1,152 413 391 283 300 
Cd Ags Pensioen, «. - 5.40 octet eee 833 1,537 5, 658 10, 032 11,500 
Legislation— 
Ftouse of Commona: }:)..in)... C205... sath 1, 652 1,690 1,786 2,061 2,261 
Library of Paria eib. cactus «och ase-<s 74 74 76 81 66 
SOEG, ccc sy ech oe Cet ae ee ee 539 529 568 650 698 
Warine:>. cA clo. po ee 7,514 8,944 8,030 7, 262 6, 443 
Canadian Radio Broadcasting Commis- 
BIO a stcaias dacn soe syne. crmmaeeass eave culmea sla * Kate! <A Ee, VE Ser etie ee Darna 250 
Mines and Geological Survey 1, 250 1,358 1,420 1,264 1,077 
Movements of coal and Dominion Fuel 
Cen MT ee ee ee eee ee 23 56 514 724 W271 
National Defence— 
Militia service............. eohepciatth moet 11, 044 11, 033 10, 953 9,700 8,808 
Naval SETVICE, Sie oro. Fe: sees es 1,836 3,013 3,598 3, 043 2,422 
AIP BETWS: ARM SS Ae ae ee 5, 041 5,921 7,147 4,040 1,750 
HITT: GROSS sie Stn calgon 1,753 1,925 1, 928 1,347 1,085 
National Revenue (including Income Tax). 13, 542 13,844 13,972 13, 920 11,148 
Pensions and National Health— 
Treatment and after-care of returned 
MOUTIOTES is oe ck So apts Aaa ae 7,902 8,494 9,774 11,154 10,811 
Pension, war and military... 41,095 40, 032 45, 541 48,249 44,500 
Health division. 3 1,275 1,390 1,342 1, 246 965 
Ont GIGS. cB hep scare Hebe ee 34, 950 36,557 37,892 36, 052 32,073 
Pragy (omacilics a sces Cee aces aoe 59 58 54 53 51 
Pepe Ardhived.s5 5. ca.dsmecnsee weet. 189 203 212 212 175 
Public Printing and Stationery............. 291 302 295 289 248 
Pea Works. 20807 OR es 18, 685 19,819 25,453 17, 648 13, 983 
Railways and Canals.. Sane 3,870 4,122 4,479 3,997 4,028 
Maritime Freight Rates ‘Act... Lic Sc te ee ie 7,178 7,401 10,327 9,187 10, 650. 
Royal Canadian Mounted Police........... 2,800 3,100 3,192 3,488 6, 245 
Secretary of State.. See 426 454 479 483 460 
Soldier Settlement Board.................. 1,442 1,362 1,300 1,036 851 
Trade and Commerce— 
Deparimient.avs.. sort ues. yeastle. Bathe 3,245 Sy 252 4,955 6,417 3,335 
Mail subsidies and steamship subventions 1,026 1,083 1,323 2,999 2,083 
Canada Genta Aska Sree cen ees 1,856 2 OTE 2,356 2,306 2,136 
Total ordinary expenditure......... 350, 886 357, 707 389, 539 372,505 364, 425 


Premium, Discount and Exchange 


It will be noted that only the net balance 
of the above account is included in the 
figures. During this fiscal year, the expendi- 
ture for this purpose will, it is estimated, total 
$8,000,000. Of this amount, $7,962,000 repre- 
sents premium paid on gold purchased by the 
mint, the balance representing exchange on 
sundry items. This expenditure was more 
than offset on the revenue side by credits 
totalling $8,301,000, resulting from the sale of 


New York funds acquired by the shipment of 
gold, the discount on sterling purchased to 
meet London requirements, and the discount 
on sterling securities purchased below par for 
sinking fund purposes. This makes a net 
revenue for the year of $301,000. The in- 
clusion of the net balance only in the accounts 
avoids the undue inflation of revenue and 
expenditure arising primarily from the govern- 
mental policy of centralizing and controlling 
the purchase and export of gold. 
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Capital Expenditures account amounted to $16,980,000 and for the 
: ‘ year 1930-31 the expenditure was $28,222,000. 
The amount voted for capital expenditure Clasiged sou. then ustal eine tolecaae 
was $9,678,100, of which $9,123,000 will be capital expenditures for the last five years are 


spent. Last year the expenditures on capital presented in the following table: 


Capital Expenditures 


(000. omitted) Estimated. 

1928-29 1929-30 1930-31 1931-32 1932-33 

Camalsits. Fee tte as wil We Sn enctea ofat ee ace eS LOLS $ 9,324 $ 9,842 $ 3,299 $3,129 

Railways. . xo RIG Ces. aT roe Lom Gone 6,302 6,663 6,371 6,242 1,582 

Public Works.. .... .- PP ae is 5 Pa 3,343 6,574 12,009 7,439 4,412 

Total capital expenditures... .. .. $22,809 $22.561 $28,222 $16,980 $9,123 
Special Expenditures cost of relief due to the fact that there was 


; : At 5 : carried over from the previous year a large 
Special expenditures, it is estimated, will Pp ’ 5 


Emount to) $42,483,000. eihis repregshte a nes expenditure in respect of the Dominion gov- 


: : ernment’s share of the cost of relief works, 
ON ote 8 000 is ae goatee a ne the accounts for which reached us for pay- 
The two chief items in this classification 


: ment some time after the actual expenditures 
are wheat bonus and unemployment relief. 


i : were incurred by the provinces and muni- 
The carry-over of wheat bonus paid during ,; alities 
the current fiscal year is $1,826,260, making a Coe are amount paid in"reee eee 
total outlay on this account of $12,734,689— F y 


: mitments arising out of the 1931 act was 
considerably larger than was at first con- $17,300,000, of which $12,400.000 was for the 
templated due to the unexpectedly large crop Seek es ae: 


‘ public works just mentioned. The amount 
of 1931. paid in respect of commitments carried for- 
ward from the 1930 legislation was $553,400, 

On unemployment relief, the total expendi- and the payments under the Relief Act of 
ture during the year will be $35,603,000, which 1932 are estimated at $17,749,600. The whole 
is a larger amount than the current annual expenditure may be summarized as follows: 


Unemployment Relief 


Public works.. .. wah Bish 8G ist [ese Sip RRL S EL OO 
Direct relief (including Saskatchewan ‘Relief Commission, $4,600,000) Me Ses POSE! 
Other expenditures, mainly Dominion projects... .. .. .. AOMRAIONES SENOS - Ea Se 3,441,620 

$35,603,000 


A comparative statement showing special expenditures during the last five fiscal years 
follows: 


Special Expenditures 
(000 omitted) 


= 1928-29 1929-30 1930-31 1931-32 Estimated 


1932-33 
$ $ $ $ $ 
Adjustment of War Claims................. 120 95 110 91 72 
‘Costiof Voan Hlotations, 92.00.40. Men itil 17 193 1,350 1,551 
Miscellaneous Charges..................... 2,056 3,027 2,955 3,500 3,165 
Reparations— 

Claims for Compensation... MPS Sc oreA| PN SRO os 6,700 500 1 8R3! 266 
Wnemployment, Relief "930% 2.2: 1s ee|be ene ell 4,432 13,190 553 
Unemployment! Relief, 19316 .. seni, oe |SRe IIL tee ee | eee oul 25,106 17,300 
MeN CLA cts 1982. sts cites. oie age hay ect eae Oe le eI eee ee | en | 17,750 
Wheat Bonug....... 0... cc tee en eh a ie oye a 10, 908 1,826 
Reduction of Loans to Soldier Settlers....]............]............ SA590! |. Tir Bees Sey. Aaeine 

Total Special Expenditures......... 2,187 9,839 16,789 55,476 42,483 
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Loans to Provinces 


Loans by the Dominion government to pro- 
vincial governments under authority of the 
Relief Act, after taking current repayments 
into account, amounted to $17,489,725. The 
loans carried forward from the previous fiscal 
year totalled $22,544,422, on account of which 
$2,000,000 was repaid during 1932-33. The 
total presently outstanding is therefore $38,- 
034,147. 

Two provinces—Manitoba and _ British 
Columbia—were given temporary assistance in 
meeting maturities in New York, undertakings 
having been given that the loans by the do- 
minion would be repaid from refunding issues 
in Canada. A portion of such loans has been 
repaid, as well as $2,000,000 by British Colum- 
bia on account of a similar loan made in the 
previous year, the result being that the loans 
to assist provinces to meet their New York 
obligations increased during the year by a net 
amount of $506,716. 

The prairie provinces, in the spring of 1932, 
granted assistance in the form of loans for 
seed grain and seeding operations to farmers 
in areas that had suffered from drought, and 
the Dominion government co-operated in this 
emergency measure by lending the provinces 


the required amounts, aggregating $6,740,000, 
on account of which $630,000 has been repaid, 
leaving $6,110,000 presently outstanding. 

The loans for other provincial purposes, 
mainly for the financing of public works and 
direct relief expenditures, totalled $8,873,009, 
of which amount $6,500,000 was assigned to 
the financing of provincial and municipal share 
of the cost of public works under the 1931 
relief program, provision for which extended 
over into the present fiscal year. It will be 
remembered that in view of conditions exist- 
ing in the western provinces, the dominion 
then undertook not only to pay the agreed 
share of the cost, but also to assist the proy- 
inces in the financing of the balance. 

In all these cases, the dominion made the 
loans only after the most pressing representa- 
tions by the governments of the provinces 
concerned, and as a temporary measure until 
these provinces, admittedly subjected to far- 
reaching readjustments in their budgets, were 
afforded the time necessary to arrange the 
financing of their own obligations. 

A summary statement showing amounts of 
loans and the purposes for which they were 
authorized, follows: 


Loans re Loans for 
Loans assistance provincial 
covering to farmers, purposes 
Loans, 1932-33 obligations including including Total 
net outstanding maturing in | purchase of | public works 
New York seed grain and direct 
relief 
3 $ $ 3 
WESTEG ong sands bake a ee ar ee ate 1,944,130 380, 000 2,632, 580 4,956,710 
Sagiovtchewati,.:os.o- snes eee st cen ens see cee tle cs «Aen 5,590, 000 2,134, 388 7, 724, 338 
Aber ie Js, Stk hes bk noo A SS. BERS ee a cons eee 140, 000 1,700,000 1,840, 000 
British (ohaa bin. £0 cends en - eas ecemccds ae DOO: lane toca ee 2,406,091 2,968,677 
2,506,716 6,110,000 8,873,009 17,489, 725 
Loans, 1931-32 net outstanding.................- POSEN Coser sooth, 6s 10, 907, 233 20, 544,422 
Total OUISIANGINE. ...cc2cns5 grsccenaes 12,143,905 6,110, 000 19, 780, 242 38, 034, 147 
Loans and Advances, Non-Active the West Indies service in 1932. The cash 


The final classification of expenditure con- 
gists of those advances to corporations which 
are non-interest-bearing and are regarded as 
non-active. They are charged as expenditures 
for the year and are not treated as assets 
in establishing the net debt of the Dominion. 


Steamship Companies 


Under the head “ Canadian National Steam- 
ships,” provision is made for the operations 
of the West Indies service and the Canadian 
Government Merchant Marine. There was 
an improvement in the operating results of 


outlay from the dominion treasury for the 
year’s operations was $753,716; the correspond- 
ing figure for 1931 being $916,568. However, 
as $161,448 of the 1931 loss was not voted 
until the commencement of the current fiscal 
year, our accounts for 1932-33 will show total 
loans of $915,164 to the Canadian National 
(West Indies) Steamships. 

The operations of the Canadian Govern- 
ment Merchant Marine fleet have been sub- 
ject to some curtailment and 13 vessels not in 
service were disposed of during the past year. 
The dominion treasury furnished $326,613 for 
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1932 operating loss but, on the other hand, 
received back from the company $2,624,000 as 
a credit to previous years’ advances. Of the 
latter amount, $600,000 represented working 
capital released as a result of lower com- 
modity prices and diminished fleet and 
$2,000,000, a surplus transferred from the com- 
pany’s insurance fund. This fund accumulated 
by reason of the fact that the annual charges 
for the cost of insurance were greater than 
the losses realized, and as the government has 
financed directly the whole cost of the 
merchant marine, it is appropriate that the 
surplus so accumulated should, particularly 
in view of the reduction which has been 
effected in the operations of the company, be 
now returned as a credit against the loans 


made by the government in previous years. 
Taking into consideration these refunds, the 
accounts for the year will show a credit under 
the classification “Canadian National Steam- 
ships” of $1,383,000. 

The other non-active advances include 
$500,000 to the Quebec harbour commission, 
$2,447,000 to the Canadian Pacific Railway 
Company to enable the company to keep its 
shops open and provide employment for 
labour and $395,000 for Montreal harbour 
bridge deficit. The net requirements for loans 
and advances non-active will therefore be 
$1,959,000, as shown in the following state- 
ment which gives comparisons also for the 
previous four years: 


Loans and Advances, Non-Active 


(000 omitted) 
aa: —$<$— 
— 1928-29 1929-30 1930-31 1931-32 Estimated 
1932-33 
$ $ $ $ $ 
Loans to Canadian National Railways.....]............ OSS abrersjer de steer) beeen ieee epee eee ae 
Loans to Canadian National Steamships... 758 2,491 1,827 1,199 1,383 (er) 
Loans to Quebec Harbour Commissioners. . 2,888 2,821 3,491 1,379 500 
Miscellaneous non-active accounts....... wae 17 170 534 395 
Canadian PacitictRailwaya(relich acts) sien ieee | Maemo ean oc || eran 2,447 
Accounts carried as active assets transferred 
tO NOn-active eee eee OBOOO Ree cre: em Abe hs callie. | i RI Ne a 
13, 646 8, 262 5,488 3,112 1,959 


OO —— SOO eee NE 


Summary of Expenditures 


Grouping the 1932-33 expenditures together 
as in the following comparative table, it will 
be observed that the total of government 


expenditures for the year amounted to $417,- 
990,000 as compared with $448,073,000 in 
1931-32, a reduction of $30,000,000. 


Summary of Expenditures 


(000 omitted) 
8S oss 
Estimated 
— 1928-29 1929-30 1930-31 1931-32 1932-33 
a ee ee | ree eee | oe | 
$ $ $ $ $ 

Ordinary expenditures: sceech menace 350, 886 357, 707 389, 539 372,505 264,425 
Capital @xpenditures: syancm. at Meee 22,809 22,561 28, 222 16,980 9,123 
pecial expenditures.................2...... 2,187 9,839 16,789 55,476 42,483 
Loans and advances non-active............. 13, 646 8, 262 5,488 3,112 1,959 
389, 528 398, 369 440,038 F 448,073 os 417,990 


es le hn ee a 


Canadian National Railways 


All of the money required for the Canadian 
National Railways in 1932 was provided from 
the dominion treasury. 

It is well-known that as regards the volume 
of railway traffic, the year was very disappoint- 


ing. Taking the system as a whole Zross 
operating revenues suffered a decline of 19 
per cent or over $39,000,000 as compared with 
the previous year. Notwithstanding that the 
management paralleled this decrease of $39,- 
000,000 in gross earnings by a reduction of 
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$44,000,000 in operating expenses, the net 
financial result for the year, after absorbing 
fixed charges due the public and exchange 
premium, was only slightly more favourable 
than in 1931. The dominion was required to 
provide in cash $60,058,506 for deficits, as 
compared with $60,968,438 in the previous year. 
These figures are for the whole system, in- 
cluding eastern lines, and take no account 
f interest amounting to $35,500,000 accrued 
in the accounts of the railways, but not paid, 
on loans by the government to the company. 


In addition to provision for deficits, cash 
must also be furnished for debt retirement and 
capital expenditures. The former are, of 
course, fixed and uncontrollable. Capital ex- 
penditures, however, have been drastically 
curtailed, the net in 1932, after crediting equip- 
ment retirements, amounting to $799,158, as 
compared with a corresponding figure of 
$34,373,262 in 1931. 

The following statement gives a comparison 
of the financial requirements of the system for 
1932, as compared with the budget estimates, 
and actual requirements in 1931: 


Canadian National Railways—Financial requirements 


i nEEEE,:,,,, 


_ 


Deficit— 


System (ex. eastern lines). /_.....2..-... 2.0. -s as 
BMagtern lines. . joo cec ke ce at 


Capital expenditures 
iabt rotirenienk. \. 2... Sane. 


Less working capital available...............0..0ec000 


Astotnt req nie Cin. odo ear Stabe 


Actual Budget Actual 
1932 1932 1931 
$ $ $ 
et nk 8 53,422, 661 42,784,610 52, 255, 676 
oo eee 6, 635, 845 6, 217, 400 8,712,762 
ae aaa or 60,058, 506 49,002,010 60, 968, 438 
799, 158 7,033,738 34,373, 262 
11,510, 178 11, 681, 652 10,041,691 
sesame sorrel bi itaner ete lac heer eet eee 4, 226,030 
72,367,842! 67,717,400 109, 609, 420 
aah Reese Gos, GUT. | veces ate 633, 155 
BAG cS 68, 135,845 67,717,400 108, 976, 265 


SS ee ee ee 


Of the total of $72,367,842 required by the 
railways in 1932, $4,231,977, it will be seen, 
was secured from the working capital funds 
of the company; the balance of $68,135,845 
was furnished by the government—$6,635,845 
by payment of the deficit on the eastern lines 
as a charge on the consolidated revenue fund, 
and $61,500,000 by loan to the company under 
authority of the Canadian National Railways 
Financing and Guarantee Acts, passed at the 
1932 session. The whole of the amount auth- 
orized was paid. 

One of the recommendations of the Royal 
Commission on Railways and Transportation, 
to which effect is being given in the legislation 
now before parliament, is that sums which are 
required to meet deficits should be voted by 
parliament annually. To implement this 
recommendation, the government has sub- 
mitted an estimate of $53,422,661 in respect of 
the income deficit. of the system in 1982, (ex- 
cluding the loss on eastern lines already pro- 
vided for by vote). This amount will be 
credited against the loans of $61,500,000, above 
referred to, leaving a balance owing the gov- 
ernment of $8,077,339, which will remain 
standing as an interest-bearing loan, repre- 

617513 


senting as it does outlay for capital account 
and debt reduction. 

At the same time, loans of $41,121,216 made 
by the government to the Canadian National 
Railway Company in the fiscal year 1931-32 
in respect of railway operations in 1931, will 
be transferred from the category of active to 
non-active assets, as these also represent loans 
for deficits. They will be added to the 
$614,000,000 of non-active assets shown in the 
public accounts for loans to railway companies 
and for the purchase of capital stock. 

In so far as the accounts of the railway 
company are concerned, the ultimate treat- 
ment of government advances, prior to the 
year 1932, representing partly losses and partly 
capital expenditures, will be governed by the 
action of the proposed board of trustees to 
whom the control and management of the 
railways will be entrusted. The royal com- 
mission has recommended that the question 
of the capital structure of the system have 
the early attention of the board of trustees. 
It should be understood, however, that so far 
as the government’s accounts are concerned, 
the effect of treating these railway advances 
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as non-active assets, has already been to 
absorb them fully into the government debt. 

As at March 31, 1933, the funded debt of 
the Canadian National Railways due the 
public will amount to about $1,263,000,000, 
having been reduced by $11,000,000 in the 
past year. Of the amount outstanding, 
$965,000,000 bears the guarantee of the 
dominion. , 

The company has also been able to retire a 
temporary debt of $9,008,250, by the utilization 
of working capital released through reductions 
in stores and material accounts. This debt 
represented the construction cost of the Mani- 


toba Northern railway, a branch line under- 
taken in 1927 and financed under authority 
of order in council by temporary bank loans. 


Harbour Commissions 


Advances to harbour commissions totalled 
$6,657,000, a considerable reduction from the 
previous year when upwards of $14,000,000 
was loaned. For the most part, this sum 
represents capital cost of port developments 
inaugurated some years ago. A statement of 
the advances in 1932-33 and four previous 
years, and the total advances to date, is as 
follows: 


Advances to Harbour Commissions 


(000 omitted) 
Estimated 
— 1928-29 1929-30 1930-31 1931-32 1932-33 

$ $ $ $ $ 
CIM COUGII ashe sate tee Oe ee eee 500 815 846 465 324 
ET aif axis eet Ben tater ah Ot ie ee ee 30 1272, 3,539 2,752 1,023 
Montreal—Construction.................0-. 1,370 4,336 2,291 1,412 614 
Dlontreal——Brid Gem. eet ate Reems eee en | pe en 170 534 395 
Ne wal estuninsters’ ste ea tec yok at kbs 7 ree (Rte mn Mien Git ~ Yn he em 189 56 
QOlebGemmny an ten.s 5 ate BEE rere 2,888 2,821 3,491 1,379 500 
SALT OU heer ene as eee ee ee 602 lp lil 1,094 5, 764 2,581 
Mihreethivers in) oe ta ay eee ee eee ale oe 136 1,544 747 255 
Ay eal CONV Gln tao": 5a omens Se wee ae 1,596 345 2,802 809 909 

6, 986 11,436 ew ith 14,051 6, 657 


Advances to date 


Montreal—Harbour..... 
Montreal—Bridge. .. 
New Westminster... 
Quebecte Via ait: it liver vais 


It has been the practice to carry these 
loans, with the exception of those for the 
Quebec commission and the Montreal harbour 
bridge deficit, as active assets, on the assump- 
tion that they represented capital works that 
would sustain the debt incurred for them. 
Clearly, that has not been the situation with 
respect to the Chicoutimi, Three Rivers, Hali- 
fax and Saint John commissions. Interest can 
be paid only because it is added to the con- 
struction cost. It is proposed to transfer the 
advances to these commissions totalling $26,- 
000,000, to the non-active category at once, 
as the financial position of these commissions 


133, 982_ 


is anything but satisfactory. It may be 
observed that Sir Alexander Gibb’s recom- 
mendations for the control and operation of 
national ports would, if put into effect, involve 
further adjustments in the manner of record- 
ing the expenditures which the government 
has made for their development. 


Canadian Farm Loan Board 


The dominion continued to purchase at par 
the board’s 5 per cent bonds to the extent 
that loaning. operations required. Bonds pur- 
chased amounted to $850,000 and a subscrip- 
tion of $70,650 was made to capital stock. 
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The capital furnished from the dominion 
treasury for the operations of the board now 
aggregates $8,137,115, divided as follows: 


Initial capital.. .. .. «. .. $5,050,000 
Purchase of bonds.. .. .. .. .. 2,650,000 
Purchase of capital stock.. .. .. 437,115 

$8,137,115 


Having presented the revenues and expendi- 
tures under the appropriate classifications, we 
are now in a position to indicate the net 
results of the dominion’s accounts for the year, 
Minor adjustments have yet to be made be- 
fore the accounts are closed, but the figures 
given are believed to approximate the final 
balances for the year. 

With ordinary expenditures totalling $364,- 
425,000 and revenues of $310,817,000 it will be 
observed that the resulting deficit on ordinary 
account is $53,608,000. 

When the budget was brought down last 
year, it was expected that the taxation pro- 
posals then submitted would increase the 
receipts to such an extent that there would 
be at least a balancing of the budget on 
ordinary account. The actual expenditure, as 
has been indicated has closely approximated 
the estimate. The explanation for the de- 
ficiency on ordinary account is therefore found 
in the failure of the revenues to attain the 
expected yield due to falling prices and shrink- 
age in business activity. 

Special expenditures, including $37,400,000 
for unemployment relief and wheat bonus, 
amounted to $42,483,000. If against this sum 
there is applied $4,473,000 received in special 
revenues, there remains a balance of special 
expenditures not provided from income, of 
$38,010,000. In addition there are the capital 
expenditures of $9,123,000 and net loans and 
advances non-active of $1,959,000. The result- 
ing increase of debt on government operations 
for the year is therefore $102,700,000, as com- 
pared with a corresponding figure in the 
previous year of $114,234,000. 

To give effect to the assimilation in our 
accounts of the deficit of the Canadian Na- 
tional Railways, the mcerease in debt of $102,- 
700,000 on government operations will be 
augmented, as previously referred to, by the 
addition of a special charge of $53,422,000, 
resulting in a total addition to the debt, after 
taking into consideration the year’s opera- 
tions both for government and the railways, 
of $156,122,000. 

In the balance sheet, effect will be given also 
to the transfer from active to non-active assets 
of $41,000,000 of advances to the Canadian 
National Railways in 1931-32, and of $26,000,- 
000 of loans to harbour commissions, as 
already referred to. 
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Loan Flotations 


The dominion has been able to arrange for 
the orderly financing of all requirements dur- 
ing the year, including provision for maturing 
securities and the financing of the Canadian 
National Railways. 


External borrowings in 1932-33 were for 
the purpose of meeting maturing obligations 
in New York. An issue of one-year 4 per cent 
treasury notes dated October 1, 1932, for the 
amount of $60,000,000, was sold to a New York 
banking group at 99-28 and accrued interest. 
From the proceeds of this issue a 5 per cent 
temporary bank loan, then standing at $13,- 
000,000 but originally negotiated in 1931 for 
$19,000,000, almost entirely for railway pur- 
poses, was paid off and the cash balances of 
the dominion held in New York were restored 
to the extent that they had been utilized in 
making periodic payments on account of this 
indebtedness. The other maturing jobliga- 
tion paid from the proceeds of this sale was 
the issue of $40,000,000 two-year 4 per cent 
notes which fell due December 1, 1932. 


In Canada $85,000,000 was raised by the 
sale of treasury notes to the chartered banks. 
The first issue dated August 1, 1932, was for 
one year at 44 per cent and was sold at par 
and accrued interest. The other issue of two- 
year notes, dated November 1, 1932, was for 
$35,000,000 at 4 per cent and was sold at par 
and accrued interest. In addition, for tempor- 
ary financing, $12,000,000 of 90-day 4 per cent 
treasury bills dated October 15, 1932, were 
sold to the banks at par. These were called 
for redemption on November 3. 


A public issue of securities was made in 
Canada at the end of October. The offering 
was for $80,000,000 4 per cent bonds dated 
October 15, 1932, divided into two matur- 
ities: —$25,000,000 of three-year bonds and 
$55,000,000 of twenty-year bonds. The three- 
year bonds were sold at 99-20 and interest, 
yielding 4:28 per cent; and the twenty-year 
bonds at 93-45 and interest, yielding 44 per 
cent. The three-year maturity was immedi- 
ately over-subscribed about three times, and 
all subscriptions in excess of $25,000 were 
allotted on a percentage basis. The twenty- 
year maturity moved more slowly but the 
books were closed shortly before the date set 
with a slight over-subscription, the total 
amount of the issue being $56,191,000. The 
whole issue is payable in Canada only, and 
the twenty-year bonds are subject to redemp- 
tion at par after fifteen years. 

The sale of the 4 per cent loan of 1932 was 
in charge of a committee representing banks 
and investment houses, under the chairman- 
ship of Sir Charles Gordon, president of the 
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Bank of Montreal, and operated along lines 
similar to that employed in ithe national 
service and conversion loans of 1931. 

The expense of raising the loan, including 
commissions, advertising, printing, and delivery 
of securities, was about three-quarters of one 
per cent. 

The proceeds of the issue were used for the 
purpose of paying off $34,449,950 of 54 per 
cent renewal loan bonds which remained out- 
standing after the conversion loan of 1931, and 
the balance of the proceeds was devoted to 
the general purposes of the government. 

It is well to record that with this issue new 
ground was broken and for the first time there 


was offered for public subscription in Canada, 
a dominion security bearing a 4 per cent 
coupon. 

While this factor produced some sales re- 
sistance, notwithstanding that the yield to the 
investor on ithe twenty-year maturity was 
actually 44 per cent, it speaks well not only 
for the organization which conducted the sale 
of the loan, but also for the responsiveness of 
investors to the prime security of Canada that 
the issue met with success. 

The direct obligations of the dominion in 
the form of unmatured funded debt are listed 
in the following statement: 


Unmatured Funded Debt as of March 31, 1933, and Annual Interest Charges 


Amount of loan 


Annual 
interest 
charges 


Date of maturity Rate Where payable 
% 
1983 —-Anig* oilers #.ccaSeatetearacrermets 4% UI Canadiana. satel cictewioecetas 
OGE lias cach teenie 4 New YOLKS. oiioccusteiarsyersie)> 
Novis: #'l (GG) eo eee eee By Wel Wana da giro seyecor.s ccc sie & 
1934—June; el oe acectriner eee A |LOndon. we rteecise Seleroe ets st 
tly PL ae eee cee 5 Canada.com. cwapieeserae 
Novel saci stihcee eee 4 WANA Vin cPremisesaicleiessiesicusse 
Nov wells.) Senta Spans CANA Aiea ate o's. cs's 
1985 —Aug: Pe (a) tcc eee 5 Canada and New York... 
OGEEIB.E i intact 4 EATER LD av eras chops esr ars a oy «ove 
1986-—Keb. (o1'3.. 3... skeen eee, 42S BING WAMOPE. Jesisiccs.s ges or + 
INOVeel Ossi nie su eee 5 CaNaGac. nner sere ates 
1937-——Mlary sli (ainnecreement crt 5 Canada and New York... 
Dec. Ses Canada., . aoceeesees «si 
1938—July 3 OG Sie Snowe 5 haus to OM OnE E 
July 3 WONAOMs aekiaetsatatae sree > 
July 3 ondon\)..... bats. rteins 
July See | WOnGOneneckybescissccieeiiss 
1940—Sept. AP ON Canada... cen. acre meek 
1941— Nov. 5 Canada taken eadee.« ae 
1943—Oct. 5 CAN GOs doutenrs eoinaete cop 
1944— Oct. Aen ANAC Aaya ee eerrontetien i+ 
1946—F eb. Ae? | Canada. .ccsteren esis: 
1947— Oct. ee =| LONGON.:. haere tate ae 
1950 mJ Ul ve all pene orate sarees Bee PT FONG ONG wae gaiaheercins re clatecaeee 
1952=Miay. 4 eee eee Ee) 5 INGWA OL wesc aeaaccct 
Octavely: Sita: tRie alee 4 WANKURS chins gaan. 
1956-—No vies el tata tocaltoeeneeets Ae Wel Canadlas.c cys cites 
TOS 7— Nove Slee tine eee 43 Canadaes:ccceenc eee 
1958==Niowveeail 5b) acer eee tee ART? Canandaigua: ert. 
1959= Nov. 1a(@)ain cate ete 45) Canada... comer ancas ent: 
1960 —O Gt. 8 alin eae etc 4 Tondo ghee letters 
Octal. tere cette 4 NewYork) nose 


$ cts. 


50,000,000 00 
60,000,000 00 
169,971,850 00 


23,467,206 27 
33,293,470 85 
35,000,000 00 
226, 138,350 00 


874,000 00 
25,000,000 00 
40,000,000 00 
79,535,200 00 
90,166,900 00 

236,299,800 00 


8,071,230 16 
18,250,000 00 
10,950,000 00 
15,056,006 66 


75,000 000 00 
141,663,000 00 
147,000,100 00 

50,000,000 00 

45,000,000 00 

4,888,185 64 


137,058,841 00 
100,000,000 00 
56,191,000 00 
43,125,700 00 
37,523,200 00 
276,688,100 00 
285,771,800 00 


93,926,666 66 
100,000,000 00 


$ cts. 
2,250,000 00 
2,400,000 00 
9,348,451 75 


821,352 22 
1,664,673 54 
1,400,000 00 

12, 437,609 25 


43,700 00 
1,000,000 00 
1,800,000 00 
3,976,760 00 
4,508,345 00 

12,996,489 00 


242,136 90 
547,500 00 
328,500 00 
526,960 23 


3,375,000 00 
7,083,150 00 
7,350,005 00 
2,250,000 00 
2,025,000 00 

122,204 64 


4,797,059 43 
5,000,000 00 
2,247,640 00 
1,940,656 00 
1,688,544 00 
12,450,964 50 
12,859,731 00 


3,757,066 67 
4,000,000 00 


2,715,910, 607 24 | 127,239,499 13 


Payable in Canada 
Payable in Canada and New York 
Payabloan.New Yorks... scones 
Payable in London 


BopdgHad ocbonc rmacscodots MOOMm~Sebooomador $ 2,013, 201,570 85 


91,040,900 00 


300,000,000 00 
311,668,136 39 


$ 2,715,910, 607 24 


Less bonds and stocks of the above loans held as sinking 
RUNS 35, sieypayste alate, siete stAGe aca cee ace Cae + a ee. 

(a) Tax free in Canada. 

(b) Tax free to Nov. 1, 1933, 53% to Nov. 1, 1933. 

(c) 53% to Nov. 1, 1934. 


66,001,724 51 


$ 2,649,908, 882 73 


74-13% 
3°35 

11-05 

11-47 


100-00% 
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Indirect Liabilities 


A statement is submitted presenting in de- 
tail the various bond issues guaranteed by the 
dominion outstanding in the hands of the 
public as of March 31, 1933, of a total par 
value of $996,148,354, or $4,300,000 under the 
figure of a year ago. There are, in addition, 
contingent liabilities of a special character 
assumed under the several relief acts. These 
include guarantees in connection with wheat 
marketing, the Province of Manitoba Savings 
Office, the Beauharnois Light, Heat and Power 
Company and Newfoundland. 

In the budget speech of last session, mention 
was made of the guarantee given by the gov- 
ernment to chartered banks in respect of their 
advances to.Canadian Co-operative Wheat Pro- 
ducers Limited, arising out of operations in 
connection with the 1930 crop, and also with 
respect to the banking accommodation guar- 
anteed to the wheat pools in the three 
western provinces in connection with the 
marketing of the 1931 crop. In connection 
with the latter operations, the advances made 
by the banks and guaranteed by the govern- 
ment were repaid with the exception of small 
balances transferred to the present crop year, 
and no liability has accrued against the gov- 
ernment in respect of its guarantee for the 
marketing of the 1931 crop. 

In response to urgent requests of the gov- 
ernments of the three western provinces, similar 
arrangements were effected for financing the 
1932 crop and consequently, under authority of 
order in council of September 20, 1932, P.C. 
2077, passed pursuant to the Relief Act, 19382, 
a guarantee was authorized, subject to certain 
safeguarding provisions, of advances to the 
three provincial pools arising out of the 
marketing of last year’s crop. In the case of 
the Manitoba organization, the limit of credit 
was established at $1,395,000; for Saskatche- 
wan, at $15,000,000; and for Alberta, at $9,000,- 
000. Within the last few days, arrangements 
were made by which a guarantee was given to 
enable the pools to distribute an additional 5 
cents per bushel to farmers whose grain of the 
1932 crop is being marketed on the pool plan. 
This action was taken so that an increased 
percentage of the value of their grain might 
be available at seeding time. Under these 
guarantees, the liability of the government 
accrues only after the crop has ‘been 
marketed, and there is no ground for antici- 
pating any less favourable outcome than in 
connection with the financing of the crop of 
the previous year. 


The guarantee of advances to Canadian Co- 
operative Wheat Producers Limited in con- 
nection with the 1930 crop remains in effect, 
and it was necessary during the past season 
for the company to increase its liability as a 
result of stabilizing transactions which it was 
considered expedient in the public interest to 
support. To these operations the government 
gave its guarantee. The steadiness which has 
developed in the wheat market has un- 
doubtedly vindicated the action then taken 
and the question of ultimate liability will de- 
pend entirely upon the future course of wheat 
prices. 

By order in council of April 28, 1932, P.C. 
972, effect was given to an undertaking by 
which, in the month of February of that year, 
the dominion guaranteed the chartered banks 
doing business in Winnipeg from loss in re- 
spect of the assumption by these banks of 
all liabilities of the Province of Manitoba 
Savings Office. The banks received from the 
province of Manitoba as security for the 
assumption of such liabilities, $12,442 400 one- 
year 53 per cent treasury bills, maturing 
February 27, 1933, and on the maturity of 
these bills the banks were willing to accept 
a renewal, less the sum of $334,098 paid on 
principal account, provided the guarantee was 
continued. This the governor jin council 
authorized under minute of February 22, 1933, 
PC. 318. 


In connection with the Beauharnois power 
project, the government has guaranteed ad- 
vances of a principal amount of $15,539,000 
made by several of the banks to finance con- 
struction work. These advances are secured 
in practically double this sum by the deposit 
of first mortgage bonds of the Beauharnois 
Light, Heat and Power Company which, in 
the opinion of the government affords ample 
security. The orders in council relating to this 
guarantee are dated July 11, 1932 (P.C. 1577) 
and February 6, 1933, (P.C. 213). 

Finally, mention may be made of the 
assistance rendered jointly with the govern- 
ment of the United Kingdom, which enabled 
Newfoundland to meet interest obligations 
due January 1 last. The commitment of 
Canada relates to the guarantee of a bank 
loan of $625,000, bearing interest at the rate 
of 5 per cent. 

The indirect obligations represented by 
guaranteed securities outstanding in the hands 
of the public are set out in the statement 
which follows: 
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Bonds Guaranteed by Dominion Government as at March 31, 1933 


Interest Amount 
Date of maturity Issue rate outstanding 
% $ cts. 
Septal Osdee mera sac es. as Canadian) Northern ancecmvias tec erer oe 4 17,060,333 33 
Hebron: 1 985. vaecrweran epee ts scone Canadian) Northern sic snpe cicustuaes see ice cs eae 44 17,000,000 00 
Septemids, LosGumccneh coterie Grand Rrunkkayack.c sc cutee «eee ere hore es 6 24,220,000 00 
Be 7 23,989,000 00 
1 7 23,779,000 00 
1 64 24,238,000 00 
1 42 700,000 00 
1 43 50,000,000 00 
1 55 667,953 04 
0 3 9,359,996 72 
sl 5 50,000,000 00 
Sop tanlise1954 90) see. ee. @anadian Nationalncet. ae oan ne eee 44 26,000,000 00 
MAT SoU el 955s ee Pee mee ae Canadian National (West Indies) Steamships 5 9,400,000 00 
NOME LO ne LOSS cere Nai ba eee Ganadiane National cee caine ances 4¢ 50,000,000 00 
RODS eee ODOM ee ree ccm rire cae Canadian National’.07..eceiateetee so tee eens 4h 70,000,000 00 
uly ime DegtlOS Tats ete acc tte Canadian: National. fy... ote «eee 43 65,000,000 00 
Raye 20 SP LOSR) Ae) reve. cra er ee Canadian: Northern. Scene. .cernbavaseisenei 34 7,896,561 63 
Maver stohODD. 30 se be tordo nn Canadian Northern Alberta................. 34 3,149,998 66 
Miaiy PALOMA LOO coo ecko e wi mae causes Canadian Northern Ontario..............+.- 34 34,229,996 87 
Janegeele? 1962 Son FLOR. OO Grand! Trunk iPaciiicae sees «Geren eee 3 34,992,000 00 
Jan 1 OP Re ee SIS Ss Aree. Grand dhrimnigira citicvrie .a-eeee eee ee 4 8,440,848 00 
Wes ameletal 968) ch a..ca ey: hae Canadians Nationale ssetsecr cnc encaee eee 44 35,000,000 00 
Sirlye WOOO: eee eee Canadian National: Syke. cates see ee eee 5 60,000,000 00 
Octrmelee LOGS... ee Sen ae. Canadian National spencer eee 5 60,000,000 00 
IN OWiweel eg 1909), ..fa space hieepas eee Harbour Comm. of Montreal................ 5 19,000,000 00 
LG D seat MLO MO eye havc Pees hea Canadian (Nationals v ccc seis eiec' ae seeperrens 5 18,000,000 00 
By tenders OPdrawingsee...ecnen. Canadian National-cerae. canoe aan eece 2 28,268,505 40 
Various dates 1933-54.............. City of Saint John debentures assumed by 
Saint John Harbour Commissioners..... Various 1,299,018 80 
Serial—Feb. 1 and Aug. 1, 1933-38 .|Canadian National Equip. G................ 5 8,250,000 00 
Perpetual HE ARO. ee Grand Trunk Guaranteed Stock............. 4 60,833,333 33 
Oy cas eibyeustuc th ce tenet «ae Grand Trunk Debenture Stock.............. 5 20,782,491 67 
sn Tauern -siae se Sealy a lene tna pan Great Western Debenture Stock. . AG 5 13, 252,322 67 
CE 2 IE ert mot etna Grand Trunk Debenture Stock.. 4 119,839,014 33 
De te ee: Se ee ee Northern Railway of Canada Debenture 
Stoclewisa oe. ic Saucier meas + econ eee 4 1,499,979 67 


996, 148, 354 12 


The statistical presentation of the domin- amount active assets made up of cash bal- 
ion’s financial position is completed with the ances, specie reserve, income-producing and 
submission of the balance sheet enumerating current assets, totalling $391,226,000, the re- 


the assets and liabilities, estimated as of : ; 
March 31, 1933, Total liabilities are shown SUlting net, debt is shown at $2,599;080,000. 


at $2,990,315,000. After deducting from this The statement is as follows: 


Active Assets, March 31, 1933 (Estimated) 


Cash, working capital advances and other current assets.. .. $ 10,461,000 
Specie reserve... .. Sy oT DARREN SES Ry AE, 72,600,000 
Advances to banks under "Finance “Act... SSueeuliaee Se eae, ese 42,400,000 
Laans to provinces for housing. Siere fats cust rate tee ae ate $10,382,000 
Loans to provinces, Relief nee 1931. so Melon wo Selensla Howes vec 38,034,000 

pee ae eee 48,416,000 


Loans to foreign governments— 
Greece Nanton ie Wee Ptah he Wane ces an eee 6,525,000 
IROUIDATITD Sea gens acre teri cieacsus te ah eens clone ancien rome 23,969,000 
(a 30,494,000 
Loans to harbour commissioners— 
iINontreal’..27)..1 98 wee ae Se es EE 58,003,000 
Vancouver.. .. bo ae SACI Meee See een mes 22,326,000 
New Westminster.. .. .. ats M wial Setel assy cote’ ete Leta hate ial aes 245,000 
oO 80,574,000 
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Active Assets, March 31, 
Canadian National Railways. 

Canadian Farm Loan Board.. 

Soldier and genera! land settlement... 


Seed grain and relief advances .. : 
Canadian government railways open “and stores’ accounts. . 
Deferred debits— 


Unamortized discount and commission on loans. . 


Liabilities, March 31, 1983 (Estimated) 
Dominion notes outstanding... . eee is aa! oc 
Bank cireulation redemption fund. . apa ase Seed ae as aoe 
Insurance and superannuation funds— 


GOveromMent annuities, «a. cc ve bo iis wel cen iees wees aa gn 2esaeosUO0 
Insurance fund, civil service. Be ope rin eet attncotceles eeuse iets 7,790,000 
Insurance fund, returned soldiers. . ee ee eo 11,242,000 
Retirement fund.. .. 0 dh at ee Vie eimes 7,205,000 
Superannuation funds. . 42,880,000 

Trust funds— 
Indian funds.. .. Aeneas “es Boeri te 13,500,000 
Common school funds.. .. RSet ee cg. Agate des) Cae 2,672,000 
Contractors’ securities “deposits. . aie s Bake. mie ae 350,000 
Other iwnshifundstes ses -saenlear se aes ase a Siem oekincls 2,120,000 

Contingent and special funds.. . 

Post office money orders, postal notes, ‘etc., outstanding. . 

Province accounts.. . Sac A ic dine A Re eS CIE 

Post Office Savings "Bank "deposits. . Pa ng AM or ere ue alt ei) 

Funded debt— 
Unmatured.. .. 2,649,908,000 
Matured but not presented ‘for ‘payment. . 1,960,000 


Interest coupons matured but not presented for payment.. 


Non-active Assets, March 31, 1933 (Estimated) 


Canadian National Railways.. Pee 
Canadian National Steamships.. .. .. . 
Harbour commissioners— 


Quebec... $ 26,309,000 


Chicoatieil.: 0 Jp sate els et ee aes 2,950,000 
Halifax. 37s 2. ash eee ree oe <P or. Sates 8,616,000 
Saint Wolitias xeiley is dicated ee aetna Saas) «cm otk ema 11,752,000 
Ee Rivers. . ns ei eee eee 2.762.000 
Montreal] south shore bridge. . 1,099,000 

Seed grain and relief advances.. .. 

Soldier and general land settlement.. 

Miscellaneous advances.. .. ... 

Capital accounts— 
Canals. . 240,206,000 
Railways. 443,516,000 
Publie buildings, harbour and river ‘improvements. . 247,749,000 
Military property and stores. Pie on Rees 12,035,000 
Territorial accounts... .. .. 9,896,000 


Railway accounts (old).. . 
Consolidated fund balance as at debit, “March 31, "1933. 


Net debt, March 31, 1933.. 


1933 (Estimated)— Concluded. 


16,340,000 
8,137,000 
47,755,000 
2,397,000 
15,749,000 


15,903,000 


$391,226,000 


$ 176,200,000 
6,585,000 


97,542,000 


18,642,000 


1,975,000 
3,080,000 
9,623,000 

22,700,000 


2,651,868,000 
2,100,000 


$2,990,315,000 


$ 655,527,000 
15,367,000 


53,488,000 
487,000 
16,513,000 
3,445,000 


953,402,000 


88,399,000 
812,461,000 


$2,599,089,000 


ne EInnEInESEnEnesne ee 


Estimated Revenues and Expenditures 1933-34 


Based upon current rates of taxation the revenues for the next fiscal year are estimated 


at $287,230,000 made up as follows: 


Taxation revenue: 
Customs duties. . 
Excise duties. . 
Income tax. 
Sales tax. 


Manufacturers’, stamp, ‘importation ‘and other special taxes. 


Non-tax revenue: 
(POStrOnICe do... e) 
Interest on inv estments. 
Other sources. 


ota). 


ea 000,000 
.. 38,000,000 
.. 40,000,000 
ea 59,000,000 
.- 26,655,000 
————. $235,655,000 


- 30,100,000 

- -- 11,400,000 
.- 10,075,000 
DIO O00) 


.- $287,230,000 


With revenues so reduced, it becomes 
incumbent on the government not only to 
propose measures which will add substantially 
to the present income, but also to put into 
effect every reasonable economy in the 
administrative cost of the public service. The 
estimates for the ordinary services of govern- 
ment in the fiscal year 1933-34 total $369,429,- 
000, a figure which closely corresponds to the 
actual expenditure in the present fiscal year 


after taking into account the estimated 
increase in interest on public debt and 
pensions. The gap therefore between the 


revenues at the present yield and the 
estimated ordinary expenditures is $82,000,000. 

Last year, attention was directed to the 
extent to which the government had en- 
deavoured to meet existing conditions by 
reductions in the expenditures within its con- 
trol. For the purpose of making compari- 
sons, special expenditures for unemployment 
and farm relief and the railway deficit, are 
set aside, but all other expenditures on 
capital as well as ordinary account, are taken 
into consideration. These expenditures, con- 
trollable and uncontrollable together, have 
fallen from $427,000,000 in 1930-31 to $381,- 
000,000 in the current fiscal year, a reduction 
of slightly over ten per cent. Opportunities 
for the reduction of expenses, however, are 
necessarily confined to the expenditures that 
are controllable, as opposed to those which are 
fixed and generally uncontrollable, of which 
the main items are debt charges, pensions, 
subsidies and ex-soldiers’ care. The con- 
trollable expenditures in the present year 
have been $145,000,000 as compared with 
$208,000,000 in 1930-31, a decrease of $63,000,- 
000 or thirty per cent. The estimates for next 
year indicate a further saving of about 34 
millions in this class of expenditure. 

Under the urgent pressure of declining 
revenues, it is considered necessary that fur- 


ther substantial economies should be made. 
It is proposed therefore that the original 
allotments to departments of the votes for 
controllable services should, when supply is 
released in the new fiscal year, be so modified 
that ten per cent of the total, or approx- 
imately $14,000,000, will be withheld. This 
saving cannot be achieved’ by a uniform 
deduction from all services. The percentage 
may be smaller in some and larger in others, 
but the object in view will be to so adjust 
expenditures that this further economy will be 
effected with the minimum disturbance to 
personnel and to essential public services. 

It is perhaps hardly necessary to say that 
such a measure will entail not only the earnest 
cooperation of employees of the civil service, 
but also a measure of forbearance on the part 
of the public generally. Recently, the 
Treasury Board appointed a committee of 
officials to review and report upon the cost 
of government printing and stationery with 
a view to the formulation of regulations and 
procedure which would, with an _ effective 
cooperation from the civil service, as well as 
the public, result in substantial savings in that 
direction. There are other avenues for im- 
proved and economical administration which 
it will be necessary to explore. 

In this connection, I may say that with 
respect to pensioners who are in the employ 
of the government and who are paid the 
salary of the position, action will be taken 
whereby the payment of pension will be sus- 
pended during the period of such employ- 
ment. Where the full salary of the position 
is not paid, the pension payment may not 
exceed the amount of the difference between 
salary received and the established salary of 
the position. If the pension is greater than 
the salary, the employee shall elect either to 
be paid the pension and relinquish the posi- 
tion, or to retain the position and have the 


ee 


pension withheld during the period of such 
employment. This will be made applicable 
not only to the government service but also 
to boards or commissions whose activities are 
financed from the dominion treasury. 

Not only in the government services, but 
also in the budgets of the railways and 
other bodies financed by the dominion, are we 
endeavouring to meet the exigencies of the 
day. Economies instituted by the Canadian 
National Railways in the course of the year 
1932 will be fully reflected in the 1933 opera- 
tions. Last week this house gave second 
reading to the legislation to make effective 
the recommendations of the Royal Commis- 
sion on Railways and Transportation, under 
the provisions of which additional large say- 
ings should, in course of time, be attained. 
Mention may also be made of the proposed 
legislation relating to the administration and 
control of our national ports, based upon the 
report of Sir Alexander Gibb. The measures 
for coordination of administration and more 
effective control and supervision of capital 
expenditures, may be expected to afford 
further relief to the dominion treasury. 

After making allowance for this estimated 
reduction of $14,000,000, ordinary expendi- 
tures will be approximately $68,000,000 in 
excess of revenues estimated on present rates 
and yield. Accordingly it is proposed to 
recommend measures which will, it is antici- 
pated, produce at least $70,000,000 on the basis 
of present business conditions, leaving a sur- 
plus of $2,000,000. Even a slight improve- 
ment in price levels and the general volume 
of business would increase substantially the 
surplus to be applied against capital and 
special expenditures. Capital expenditures 
for the coming year are estimated at $7,166,- 
000. It is difficult at this time to make a 
precise estimate of special expenditures, but 
in view of the practical completion of public 
works projects for which commitments had 
been made under the 1930 and 1931 relief 
acts, it is clear that the total should be sub- 
stantially less than during the present fiscal 
year: Special expenditures and non-active ad- 
vances will probably not exceed $35,000,000. 

If business conditions do not improve, esti- 
mated revenues will not cover these special 
expenditures for unemployment relief nor the 
Canadian National Railways deficit, esti- 
mated at $47,941,000. It is nevertheless the 
considered view of the government that the 
reduction in expenditures for the ordinary 
public services outlined above, and the pro- 
posed increases in taxation represent as drastic 
a fiscal program as should be contemplated 


at the moment although further proposals 
with respect to the railway deficit are subject 
to review before the close of the session. 


Income Tax 


It is proposed to raise the rate of taxation 
on incomes of corporation and joint stock 
companies to 124 per cent, and to remove the 
exemption of $2,000 in respect of such incomes. 
Where a corporation files a consolidated re- 
turn of its own income and the income of 
its subsidiaries, the rate of tax is to be 134 
per cent. The surcharge of 5 per cent of the 
amount of tax otherwise payable in respect of 
corporation incomes in excess of $5,000 is to 
be absorbed into the new rate. 

In respect of the tax on personal incomes, 
the statutory exemption, where heretofore 
$2,400 will be reduced to $2,000, and where 
heretofore $1,200 will be reduced to $1,000. 
The exemption for dependent children is to 
be lowered from $500 to $400. The exemption 
for parents, grandparents, brothers and sisters, 
is to be the actual amount expended up to 
a maximum of $400. The surcharge of 5 per 
cent in respect of personal incomes in excess 
of $5,000 will be continued. 

A new schedule of rates will be inserted in 
the act applicable to all incomes in excess of 
the exemptions and allowances. The changes 
in the exemptions and in the rates of tax will 
apply to incomes of 1932. The following 
statement indicates the proposed increase in 
taxation in the case of a married person with- 
out dependents at various amounts of income: 


Schedule Showing Taxes Payable on Certain In- 
comes under the present rates and under the pro- 
posed rates with an Exemption of $2,000 for Married 
Persons and $1,000 for Single Persons and com- 
mencing the first $1,000 of Taxable Income at 3%. 


Married Person, No Dependent 


Present Proposed 
Income Tax Tax Increase 

$ cts $ cts. $ cts. 
ZU: mete cet « vaca eHeticees sc nee 
LOU vetaateaee |e ota, eee anh 3 00 3 00 
A aie te atten Ses eRe 6 00 6 00 
Pipes Ses i ai (aca saat See 9 00 9 00 
MIO | th wie pte Rc RRO Loe 12 00 12 00 
SOO araye Os 2 00 15 00 13 00 
at a 4 00 18 00 14 00 
ig (4) Ps 6 00 21 00 15 00 
SeBOO, sete 8 00 24 00 16 00 
2,900 10 00 27 00 17 00 
3,000 12 00 30 00 18 00 
4,000 32 00 70 00 38 00 
5,000 58 00 120 00 62 00 
S000. «cs 98 70 189 00 90 30 
tt Ue 147 00 262 50 115 50 
8,000... 205 80 346 50 140 70 
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Schedule Showing Taxes Payable on Certain 
Incomes, etce—Concluded 


Married Person, No Dependent 


Present Proposed 

Income Max Tax Increase 
$ cts. $ ‘cts: $ cts. 

9. O00 ssn. 275 10 441 00 165 90 
LOMO0O0 354 90 546 00 191 10 
TOGO set: 445 20 661 50 216 30 
125000 sees: 546 00 787 50 241 50 
PSAOOO ea 657 30 924 00 266 70 
14,000..... 779 10 1,071 00 291 90 
L5;00095.27- 911 40 1,228 50 317 10 
16; 000en ae. 1,054 20 1,396 50 342 30 
17,0003... 1,207 50 1,575 00 367 50 
18,000 1;371 30 1,764 00 392 70 
19,000..... 1,545 60 1,963 50 417 90 
20,000..... 1,730 40 2,173 50 443 10 
20. QUO maar 2,788 80 3,349 50 560 70 
SOL000s ae. 3,918 60 4,588 50 669 90 
30) 00m 5,100 90 5,880 00 779 10 
40,000 6,335 70 7,224 00 888 30 
45,000 7,623 00 8,620 50 997 50 
50, 000 8,962 80 | 10,069 50 1,106 70 
DO OOO Mane 10,355 10} 11,571 00 1,215 90 
60,000..... 11,799 90 | 13,125 00 1,325 10 
65, 000 13,297 20 14,731 50 1,434 30 
KOSOOO beeen 14,847 00 | 16,390 50 1,543 50 
75, 000 16,449 30 18,102 00 1,652 70 
80,000..... 18,104 10 | 19,866 00 1,761 90 
85,000..... 19,811 40 | 21,682 50 1,871 10 
90,000..... 21,571 20 | 23,551 50 1,980 30 
95,000..... 23,383 50 25,473 00 2,089 50 
100,000..... 25,248 30 | 27,447 00 2,198 70 
L10;000\ 02. 29,108 10] 31,521 00 2,412 90 
1207 000). =: 33,072 90 35,700 00 2,627 10 
10000; sa 37,142 70 | 39,984 00 2,841 30 
140, 000 41,317 50 | 44,373 00 3,055 50 
150,000..... 45,597 30; 48,867 00 3,269 70 
HAD) OOO Wane 56,597 10 | 60,396 00 3,798 90 
200,000 67,859 40 | 72,187 50 4,328 10 
PISO Scr x 79,384 20 | 84,241 50 4,857 30 
25000020. 90,934 20 | 96,558 00 5,623 80 
275000 mae: 102,721 50 | 109,137 00 6,415 50 
300,000..... 114,534 00 } 121,978 50 7,444 50 
O20; 000M en 126,583 80 | 185,082 50 8,498 70 
SOO OO0k sae 138,658 80 | 148,449 00 9,790 20 
375,000.....] 150,971 10 | 162,078 00} 11,106 90 
400,000..... 163,308 60 | 175,969 50 12,660 90 
450,000 188,483 40 | 204,298 50 | 15,815 10 
500,000..... 214,183 20 | 233,152 50 18,969 30 
600,000..... 266,658 00 | 291,931 50 25,273 50 
700,000..... 319,158 00 | 350,731 50 | 31,573 50 
800,000..... 371,658 00 | 409,531 50] 37,873 50 
900,000..... 424,158 00 | 468,331 50 44,173 50 
1,000,000..... 476,658 00 | 527,131 50 50,473 50 


It is felt that higher rates of taxation could 
not reasonably be imposed, bearing in mind 
not only the depleted incomes out of which 
the tax must be paid but also the fact that in 
some provinces the same incomes will be sub- 
jected to further levies for provincial and/ 
or municipal purposes. 

In order. to ensure that income from bearer 
coupons does not escape taxation, it is pro- 
posed that all bearer coupons must have 
attached thereto a duly completed ownership 


certificate disclosing certain necessary informa- 
tion with respect to the owner of such 
coupons. The ownership certificates attached 
to the coupons will be forwarded by the pay- 
ing agents to the debtor corporations which 
will be required to segregate them and to file 
them with the commissioner of income tax 
under a covering form. 


A tax of 5 per cent is to be imposed at the 
source on all interest or dividends paid by 
Canadian debtors to non-residents of Canada. 
In this connection I may remind you that 
the Dominion Income Tax Act contains a 
section providing for a credit to Canadian 
residents in respect of taxes paid abroad, pro- 
vided that other countries grant reciprocal 
allowances. Similar provision is contained in 
the tax legislation of those countries in which 
there reside any considerable number of per- 
sons who would be affected by this new impost. 


A tax of 5 per cent is also to be imposed at 
the source on all interest or dividends received 
by why of bearer coupons or cheques by 
Canadian residents where such coupons or 
cheques are payable, by Canadian debtors, 
optionally or otherwise in foreign currencies, 
and such coupons or cheques are cashed in a 
currency which is at a premium over par of 
Canadian funds. 


The Income War Tax Act will also be sub- 
ject to other amendments of a minor 
character, designed primarily to strengthen 
its administrative provisions. 


Sales Tax 


The sales tax will remain at 6 per cent as at 
present. Additional revenue will be derived 
from a limited adjustment of the exempt and 
partially exempt list, in the case of a number 
of articles not primary products which it is 
believed should, under present conditions, carry 
a proportionate share of the tax burden. The 
chief items to be taken from the exempt list 
are materials and non-permanent equipment 
entering into the manufacture of goods sub- 
ject to the sales tax, fuel oil, molasses, corn 
syrup and sugar cane syrup, cleaned rice, sago 
and tapioca, certain other processed food- 
stuffs, and certain types of machinery and 
appliances. 

All items included in schedule IV of the 
Special War Revenue Act, now taxable at 3 
per cent, will be subject to tax at the full rate 
of 6 per cent, with the exception of articles 
manufactured or produced by the labour of 
the blind in institutions in Canada established 
for their care or under the control or direc- 
tion of such institutions. 
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Excise Taxes 

Special excise taxes will be levied on the 
following products at the rates specified; cos- 
meties and toilet preparations, 10 per cent on 
the duty paid value, when imported, or the 
manufacturer’s sale price, when manufactured 
in Canada; automobile tires and tubes, 5 per 
cent on the duty paid value or the manu- 
facturer’s sale price; cigarette papers, in sheets, 
packaged or not, imported into or manufac- 
tured in Canada, 2 cents per hundred leaves; 
and cigarette tubes, imported into or manu- 
factured in Canada, 5 cents per fifty tubes. 
In the two last-named cases the tax will be 
collected by requiring the importer or manu- 
facturer to affix stamps to the packages of 
paper or tubes. 

A special excise tax of 2 cents per pound 
will also be levied on all refined sugar im- 
ported into or refined in Canada. In 
announcing this tax, however, I call attention 
to the fact that the government has refrained 
from imposing any special excise tax on tea, 
coffee or other similar commodity of general 
consumption. 

It is also proposed to levy an excise tax of 
25 cents per gallon on unfermented wort and 
an excise tax of 50 cents per pound on malt 
syrup or malt syrup powder, extracts of malt, 
fluid or not, or any other malt product in- 
tended for the brewing of beer. 

The provisions of the Special War Revenue 
Act exempting from the stamp tax, cheques, 
receipts to banks, money orders, travellers’ 
cheques and post office money orders where 
such instruments are for an amount not ex- 
ceeding $5 will be repealed, except in the case 
of creamery tickets or cheques. The stamp 
tax on postal notes will be raised from 1 to 3 
cents. When matches are put up in books or 
packages containing less than twenty-one 
matches, excise tax will be payable at the 
rate of 3/20ths of one cent per package. 

Other amendments to the Special War 
Revenue Act will include a provision ex- 
empting from the note circulation tax the 
notes of a Canadian chartered bank specially 
issued to circulate in any British colony or 
possession other than Canada, to the extent 
that they are subject to tax by or under the 
laws of such colony or possession. 


Excise Duties 


The excise duty on distilled spirits used in 
the manufacture of proprietary medicines, ex- 
tracts, essences, perfumed spirits, and phar- 
maceutical preparations will be raised to $2.50 
per proof gallon. An excise duty of $1 per 
proof gallon will also be imposed on spirits 


distilled from the juices of native fruits for use 
by registered wine manufacturers in fortifying 
native wines. 


Customs Tariff 


In the early stages of this session, in order 
to implement agreements entered into at the 
Imperial Economic conference, amendments 
were effected involving 260 items of our tariff 
schedules. 

Recently, a tariff board was established. In 
these circumstances, it is deemed undesirable 
to propose, either in whole or in part, any 
major revision. 

Certain amendments of a minor character, 
some 57 in number, are submitted. These may 
be sub-divided as follows: 


Clarifications of wording.. .. .. .. .. 21 
Reductions under all tariffs.. .. .. .. 15 
Reductions under British preferential 
harite ra. wee Oe | Dees 
Reductions under intermediate and 
Peneral Parle weve, uctecpibac) sot acrable 
Increases under intermediate and 
PECCA LONI cer este ene secre eee ero 
Increases under British preferential 
Gani cies cng alge meres iesdegees Joed sel 


57 

The rates in our tariff schedules were made 
having in mind parity of exchange. Conse- 
quently when the pound sterling became de- 
preciated, it was necessary to value it for 
purposes of special or dumping duty at $4.40, 
in order to offset in part the advantage which 
the British exporter obtained in our markets 
as a result of the depreciated pound. After 
careful examination, it is believed that under 
present conditions this valuation can be 
lowered with safety. I am therefore pleased 
to announce that, effective to-morrow, the 
value of the pound sterling for this purpose 
will be $4.25. 

The government has given most careful con- 
sideration to the problems with which our agri- 
cultural and fishing interests are confronted in 
selling their products in countries with depre- 
ciated and fluctuating currencies. As a result 
it is’ proposed to establish a fund to be known 
as the agricultural stabilization fund. 

From it there will be paid to exporters to 
the British market the difference between the 
price actually received and the pound sterling 
valued at $4.60. In other words, to the ex- 
tent that the pound sterling falls below $4.60 
the difference will be made good from this 
fund. 

This will apply to the following com- 
modities: animals, meats (including bacon and 
hams), poultry, fresh fish, canned fish, tobacco, 
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cheese, milk products, canned fruits, canned 
vegetables, maple products, eggs and honey. 

The direct result of this policy will mean 
increased returns to producers, and it is 
believed that the indirect returns will be even 
greater. To-day the exporter has to insure 
himself against losses arising from fluctuations 
in currency, and this insurance can only be 
secured at the expense of the producer through 
the payment to him of the lowest possible 
price. With an assured fixed and certain cash 
return the exporter can afford to pay the pro- 
ducer the full value of his product. There 
remains the additional advantage that as ex- 
ports are stimulated there would follow 
improved prices in the home market. Appro- 
priate measures will be taken to give effect 
to this policy. 

It is fully recognized that the additional 
measures of taxation will involve further 
sacrifices and the assumption of further 
burdens by individuals, commerce and industry. 
Four years of stress and strain resulting from 
a world depression of unparalleled magnitude 
cannot but make these burdens more difficult 
to bear. Nevertheless, it is of paramount 
importance that as to current expenditures at 
least we should live within our income. We 
cannot do less and preserve our national credit. 
Should that be impaired it would be found 
that the ultimate sacrifice involved in the 
effort to restore it would be many times 
greater. 


It has been urged in many quarters that 
we should balance our budget to the extent of 
providing currently for the additional ex- 
penditures we must make to provide for 
deficits of the Canadian National Railways 
and for unemployment relief. Beyond ques- 
tion this would be the ideal course. But to 
attempt to pursue it under existing conditions 
would—in my judgment—not only place an 
unbearable burden upon the taxpayer of 
to-day, but would as well retard that recovery 
of business and industry which is essential to 
our future well-being. 

With a slight improvement in business our 
present taxation will produce an expanding 
revenue sufficient to provide a margin beyond 
our current needs. Furthermore as conditions 
improve the drain upon the treasury for the 
national railways and unemployment relief 
will, at the same time, automatically diminish. 
With expanding revenue upon the one hand 
and lessening demands upon the other, we can 
approach gradually and in orderly manner that 
goal which we must determine to attain at the 
earliest possible moment, namely, to pay our 
way year by year, and contemplate a reduction 
rather than an increase in our national debt. 


Meantime it is not unreasonable to spread 
over a period of years the exceptional burden 
imposed upon us by the unusual severity of 
existing world conditions. 

That conditions throughout the world are 
grave it would be idle to deny. That we have 
our own serious problems to solve is beyond 
question. At the same time we have no 
occasion to despair for the future, on the con- 
trary I am of the firm belief that we can 
look forward with complete confidence to better 
and happier days, We still retain the same 
rich and varied resources, we are still blessed 
with those qualities of resourcefulness which 
are a heritage from our sturdy pioneer forbears, 
As we have overcome all obstacles which in 
the past have bestrewn our national path, so 
will we continue to overcome those which lie 
ahead. 

Mr. Speaker, I beg to give notice that when 
we are in committee of ways and means I shall 
move the following resolutions: 


Resolutions to Amend the Customs Tariff 


1. Resolved, That the Customs Tariff, being 
chapter forty-four of the Revised Statutes of 
Canada, 1927, as amended by chapter thirty- 
nine of the Acts of 1929, chapter thirteen of 
the Acts of 1930, (first session), chapter three 
of the Acts of 1930 (second session), and 
chapter thirty of the Acts of 1931, be further 
amended by adding to Section six thereof the 
following subsection: — 

(9) Notwithstanding the provisions of any 
other law, the Governor in Council may from 
time to time and as occasion requires order 
and direct, subject to such exceptions as may 
be made, what shall be the rate of exchange 
fixed for any currency in computing the value 
for duty of goods imported into Canada from 
any place or country the currency of which is 
depreciated, and in case a sum in Canadian 
currency less than the invoice value of the 
goods in the currency of the place or country 
of export, computed at the rate of exchange 
so ordered, be paid for the goods, the actual 
selling price of the goods to the importer shall 
be regarded as less than the fair market value 
of the goods when sold for home consumption, 
and the provisions of- this Section shall apply 
and special or dumping duty shall apply equal 
to the difference between the value of the in- 
voice computed at the current rate of exchange 
or at the average current rate from time to 
time fixed by order of the Governor in Council, 
and the value of such invoice, computed at the 
rate of exchange for duty so ordered as afore- 
said, or may be less than such difference as 
the Governor in Council may from time to 
time order and direct; and the Governor in 
Council may order and direct that in all eases 
of sales or consignments of goods imported into 
Canada, where the importer owns, controls or 
is interested in the business of the exporter, 
or the exporter owns, controls or is interested 
in the business of the importer, or the importer 
and exporter operate under a controlling or 
holding company, notwithstanding the expressed 
terms of the sale or consignment, the trans- 
action shall be regarded as a sale and the 
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actual selling price to the purchaser in Canada 
shall be taken to be the value of the goods 
in the currency of the place or country of 
export converted into Canadian currency at the 
current rate of exchange, or at the average 
current rate from time to time fixed by order 
of the Governor in Council, and shall be re- 
garded as less than the fair market value of 
the goods when sold for home consumption and 
the provisions of this Section shall apply and 
special or dumping duty shall be deemed to 
apply equal to the difference between the value 
of the invoice computed at the current rate 
of exchange or at the average current rate 
from time to time fixed by order of the Gov- 
ernor in Council, and the value of such invoice 
computed at the rate of exchange for duty s0 
ordered as aforesaid, or may be less than such 
difference as the Governor in Council may from 
time to time order and direct. 

Any order in council made hereunder may 
be varied, extended or revoked at any time 
by the Governor in Council. 


This subsection shall be deemed to have had 
effect from and after the first day of September, 
1931. 

2. Resolved, That Schedule A to the Customs 
Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended by 
chapter seventeen of the Acts of 1928, chapter 
thirty-nine of the Acts of 1929, chapter thirteen 
of the Acts of 1930 (first Session), chapter 
three of the Acts of 1930 (second Session), 
chapter thirty of the Acts of 1931, chapter 
forty-one of the Acts of 1932, and chapter six 
of the Acts of 1932-33, be further amended by 
striking thereout tariff items 79, 99c, 101, 123a, 
157a, 173, 194, 203a, 203b, 206a, 208, 208¢, 
2080, 209, 210e, 278, 315, 3l5a, 316, 327, 353, 
366b, 385a, 409j, 409q, 417, 438b, 488d, 445c, 
471, 475, 476a, 485, 520c, 568, 571, 682a, 756, 
783. and 799, the several enumerations of goods 
respectively and several rates of duties of 
customs, if any, set opposite each of said items, 
and by inserting the following items, enumera- 
tions and rates of duty in said Schedule A:— 
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3. Resolved, That Schedule B to the Customs 
Tariff, being Chapter forty-four of the Revised 
Statutes of Canada, 1927, be amended by in- 


serting therein the following Item, enumeration 
and rates of drawback of customs duties:— 


Portion of Duty (Not 
including special 


Item Goods When Subject to Drawback Duty or Dumping 
No. Duty) Payable as 
Drawback 
1063 |Materials, including all parts..... When used in the manufacture of engines 
for use exclusively in the equipment of 
ircralbss eos sce eeee ee 60 p.c. 


4. Resolved, That Schedule C to the Customs 
Tariff, being Chapter forty-four of the Revised 
Statutes of Canada, 1927, be amended by delet- 


ing therefrom Item 1215 and by inserting in 
said Schedule C the following Items:— 


1215 Used or second hand automobiles and motor vehicles of all kinds, manufactured prior to the 
calendar year in which importation into Canada is sought to be made. 

Provided, that this Item does not affect in any manner automobiles and motor vehicles,— 

(a) Imported under Tariff Items 702, 705a, 706, 707 or 708, or under tourists’ or travellers’ 


vehicle permits; 


(b) Imported by a bona fide settler on a first arrival but not entitled to entry free of duty 


under Tariff Item 705a; 


(c) Bona fide purchased on or before the first day of June, one thousand nine hundred and 
thirty-one, by consumers for their own use and not for resale; 
(d) Forfeited or confiscated for any offence under the Customs laws, or the laws of any 


province of Canada; 
(e) Left by bequest. 


1216 Used or second-hand aeroplanes and aircraft of all kinds. 
Provided, that this Item does not affect in any manner aeroplanes and aircraft,— 

(a) Imported under tariff Items 707 or 708, or engaged solely in international traffic, or 
brought in by non-resident tourists for temporary use under permit issued by the 
Department of National Revenue; 

(b) Bona fide purchased on or before the twenty-second day of March, one thousand nine 
hundred and thirty-three, by consumers for their own use and not for resale; 

(c) Forfeited or confiscated for any offence under the Customs laws, the Air Regulations 
or the laws of any province of Canada; 


(d) Imported by the Department of National Defence for military purposes. 


@ 


——————— eee 


5. Resolved, That any enactment founded 
upon Resolutions 2, 3 and 4 of the foregoing 
Resolutions to amend the Customs Tariff or 
Schedules thereto, shall be deemed to have 
come into force on the twenty-second day of 
March, one thousand nine hundred and thirty- 
three, and to have applied to all goods men- 
tioned in the foregoing Resolutions imported or 
taken out of warehouse on and after that date, 
and to have applied to goods previously im- 
ported for consumption for which no entry 
for consumption was made before that date. 


EXCISE ACT—GOVERNMENT NOTICE 
OF MOTION 


The Minister of Finance—On 

in committee of ways and means 

the following resolution: 

Resolved, That it is expedient to introduce 
a measure to amend the Excise Act, chapter 
sixty of the Revised Statutes of Canada, 1927, 
and to provide:— 

1. (i) That section one hundred and forty- 
nine of the said Act, as amended by chapter 
eight of the Statutes of 1932, be amended by 
providing that the rate of excise duties set out 
by the second paragraphs (a), (b) and (c) of 
the said section be fixed at two dollars and 
fifty cents per gallon of the strength of proof 
on spirits used in the manufacture of patent 
and proprietary medicines, extracts, essences, 


next— 


perfumed spirits, and pharmaceutical prepara- 
tions manufactured in bond, instead of $2.40, 
$2.42 or $2.43 as set out, in the said paragraphs: 


~ (ii) That said section one hundred and: forty- 
nine be further amended by adding thereto the 
following subsection as subsection two thereof: 


“(2) There shall be imposed, levied and col- 
lected on all spirits distilled from the juices of 
native fruits for use exclusively by registered 
wine manufacturers under prescribed regula- 
tions, a special excise duty as follows: 


On every gallon of the strength of proof by 
Sykes’ hydrometer, one dollar and so in pro- 
portion for any greater or less strength than 
the strength of proof and for any less quantity 
than a gallon, and the said duty shall be pay- 
able by the registered wine manufacturer at 
she time such spirits are taken out of ware- 
ouse. 


2. That subsection two of section one hundred 
and fifty of the said Act be amended by repeal- 
ing paragraphs (a), (b) and (c) thereof and 
substituting therefor the following: 

“On every gallon of the strength of proof by 
Sykes’ hydrometer, two dollars and fifty cents, 
and so in proportion for any greater or less 
strength than the strength of proof and for 
any less quantity than one gallon.” 
thereby increasing to a flat rate of two dollars 
and fifty cents the duties already imposed at 
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$2.40, $2.42 and $2.43 as the case may be on 
spirits used by licensed druggists in the manu- 
facture or preparation of medicines, ete. 

3. That any enactment founded on the fore- 
going paragraphs of this Resolution shall be 
deemed to have come into effect on the twenty- 
second day of March, one thousand nine hundred 
and thirty-three, and to have applied to all 
goods taken out of warehouse for consumption 
on and after that date. 


SPECIAL WAR REVENUE ACT—GOVERN- 
MENT NOTICE OF MOTION 


The Minister of Finance—On 

in committee of ways and means 

the following resolution: 

Resolved, That it is expedient to amend The 
Special War Revenue Act, chapter one hundred 
and seventy-nine of the Revised Statutes of 
Canada, 1927, as amended by chapter fifty of 
the Statutes of 1928, chapter fifty-seven of the 
Statutes of 1929, chapter forty-three of the 
Statutes of 1930, chapter fifty-four of the 
Statutes of 1931 and chapter fifty-four of the 
Statutes of 1932, and to provide: 

1. That section four of the said Act be 
amended to provide that notes of a bank in 
circulation in any British colony or possession 
other than Canada, under the authority of 
section sixty-two of the Bank Act and in re- 
spect of which taxation is levied and payable by 
or under the laws of such colony or possession, 
shall be exempt from the taxation required to 
be made under sections three and four of the 
said Act, provided that if the tax imposed by 
or under such Jaws is less than the tax imposed 
under section three of the said Act the amount 
of such exemption shall not exceed the amount 
required to be paid by or under the laws of 
such colony or possession in respect of such 
notes. 


9. That the provisions exempting from the 
stamp tax cheques, receipts to banks, money 
orders, travellers’ cheques and post office money 
orders. where such instruments are for an 
amount not exceeding $5 be repealed, except in 
the ease of cheques issued by butter or cheese 
factories to producers of milk or cream. 

3. That section seventy of the said Act, as 
enacted by chapter fifty-four of the Statutes 
of 1931, be amended by providing that the 
stamp tax on postal notes shall be at the rate 
of three cents. 

4. That section fifty-eight of the said Act, 
as enacted by chapter forty-three of the Statutes 
of 1930. be amended by adding thereto and 
making liable to the excise tax on sale, transfer 
or assignment of stocks, bonds, etc., the follow- 
ing: 

“Any participating interest in the operations 
or profits of any association, company, or cor- 
poration, represented by certificates, documents, 
or other instruments of title capable of being 
sold, transferred or assigned, including mineral 
deeds, oil royalties, and fixed investment trust 
shares issued by a trustee and representing 
equitable ownership in deposited securities.” 

5. That section seventy-six of the said act 
be amended by providing that when matches 
are put up in packages containing less than 
twenty-one matches each the tax shall be pay- 
able at the rate of three-twentieths of one cent 
per package instead of at the rate of three- 
sixteenths of one cent. 


6. That part X of the said act be amended 

oe regen thereto the following as section 
a): 

“77(a). Except as hereinafter provided, every 
manufacturer and every importer of cigarette 
papers in packets shall affix to every packet 
of cigarette papers manufactured by him or 
imported into Canada, an adhesive or other 
stamp of the value of 2 cents for each 100 
leaves or fraction of 100 leaves contained in 
such packet. 

2. Except as hereinafter provided, every 
manufacturer and every importer of cigarette 
paper tubes shall affix to every package of 
cigarette paper tubes manufactured by him or 
imported by him into Canada, an adhesive or 
other stamp of the value of 5 cents for each 
50 cigarette paper tubes or fraction of 50 
cigarette paper tubes contained in such package. 

3. No manufacturer or importer shall sell or 
import cigarette papers or cigarette paper 
tubes unless they are in packets or packages. 

4. It shall not be necessary to affix an 
adhesive or other stamp to packets of cigarette 
papers or packages of cigarette paper tubes 
manufactured in Canada for export out of 
Canada when they are manufactured and ex- 
ported under regulations made under the pro- 
visions of this act. 

5. When cigarette papers in packets or 
cigarette paper tubes in packages are imported 
into Canada, the adhesive or other stamp shall 
be affixed to the packets or packages while 
they are in the custody of the proper customs 
officers. 

6. The provisions of this section shall not 
apply to cigarette papers or cigarette paper 
tubes sold to, or manufactured by, or imported 
by, a manufacturer licensed to manufacture 
cigarettes, who employes such cigarette papers 
or cigarette paper tubes in the manufacture of 
cigarettes subject to the provisions of the 
Excise Act.” 

7. That subsection two of section eighty-six 
of the said act be amended by adding thereto 
the following proviso: 

“Provided that if a licensed wholesaler sells 
goods to another licensed wholesaler at a price 
less than the value upon which the tax is to 
be computed under paragraph (c) of the last 
preceding subsection, the vendor shall forth- 
with become liable to pay the tax upon the 
difference between such value and his sale 
price.” 

8. That schedule I to the said act be amended 
by adding thereto the following articles and 
imposing thereon an excise tax at the rate set 
opposite the respective article: 

(i) Articles, materials or preparations of 
whatever composition or in whatever form, 
commonly or commercially known as_ toilet 
articles, preparations or cosmetics which are 
intended for use or application for toilet pur- 
poses, or for use in connection with the care 
of the human body, including the hair, nails, 
eyes, teeth or any other part or parts thereof, 
whether for cleansing, deodorizing, beautifying, 
preserving or restoring, and to include toilet 
soaps, antiseptics, bleaches, depilatories, per- 
fumes, scents and similar preparations, 10 per 
cent. 

(ii) Tires of rubber, including inner tubes, 
for automotive vehicles of all kinds, including 
trailers or other wheeled attachments used in 
connection with any of the said vehicles, 5 per 
cent. 


9. That schedule II to the said act be 
amended by addimg thereto the following 
articles and imposing thereon an excise tax at 
the rate set opposite the respective article: 

(i) Sugar, as enumerated in customs tariff 
'tem No. 134, 2 cents per pound. 

(ii) Unfermented wort (sweet 
(ents per gallon. 

(iii) Malt syrup, or malt syrup powder, ex- 
tracts of malt, fluid or not, or any other malt 
product intended for the brewing of beer, 50 
cents per pound. 

10. That schedule III to the said act, as 
enacted by chapter fifty-four of the statutes of 
1932, be repealed and the following substituted 
as schedule III: 
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Schedule III 


Bread, not to include rolls, buns or similar 
goods, whether sweetened or not; flour, not in- 
cluding self-raising flour; animals living; live 
poultry; meats and poultry, fresh; meats salted 
or smoked; milk, including buttermilk; con- 
densed milk, evaporated milk and powdered 
milk; cream; butter; cheese; lard, when pro- 
duced in Canada; eggs; vegetables, fruits, grains 
and seeds in their natural state; shorts; bran 
and middlings when for use as cattle, hog, 
poultry or other stock feed; alfalfa meal; oil 
cake, oil cake meal; grains mixed or crushed 
for cattle or poultry feed; hay; straw; hops, 
when produced in Canada; nursery stock; 
vegetable plants; other farm produce sold by 
the individual farmer of his own production; 
bees; honey; sugar; maple syrup; salt, when 
manufactured or produced in Canada; ice: fish 
and products thereof; ores of metals of all 
kinds; fuel other than in liquid form; gold and 
silver in ingots, blocks, bars, drops, sheets or 
plates unmanufactured; British and Canadian 
coin and foreign gold coin; logs and round 
unmanufactured timber; split fence posts: fence 
posts, railroad ties, pulpwood, tan bark, and 
other articles the product of the forest, when 
produced and sold by the individual settler or 
farmer; newspapers and quarterly, monthly, 
bimonthly and semi-monthly magazines and 
weekly literary papers unbound; materials for 
use only in the construction, equipment and 
repair of ships; ships licensed to’ engage im the 
Canadian coasting trade; radium; electricity; 
gas manufactured from coal, calcium carbide or 
oil for illuminating or heating purposes; arti- 
ficial limbs, and parts thereof; artificial eyes; 
donations of clothing and books for charitable 
purposes; settlers’ effects; War Veterans’ 
badges; memorials or monuments erected in 
memory of soldiers who fell in the Great War; 
articles for the use of the Governor General: 
articles imported for the personal or official 
use of the British High Commissioner, Min- 
isters of Foreign Countries, Consuls General 
who are natives or citizens of the country they 
represent and who are not engaged in any other 
business or profession; bibles, missals, prayer 
books, psalm and hymn books, religious tracts, 
and Sunday school lesson pictures; manila fibre 
for use only in the manufacture of rope not 
exceeding one and one-half inches in circumfer- 
ence for the fisheries; boats bona fide purchased 
by individual fishermen for their own personal 
use in the fisheries; articles and materials used 
in the manufacture of boats bona fide built for 
individual fishermen for their own personal use 
in the fisheries; sinkers and floats including 
trawl kegs, when for use exclusively in the 
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fisheries, not including these articles for sports- 
men’s purposes; fibre for use only in the manu- 
facture of binder twine; fertilizers; dried beet 
pulp; manuscript; raw furs; wool not further 
prepared than washed; drain tiles for agricul- 
tural purposes; printed text-books authorized by 
the Department of Education of any province 
in Canada and phonograph records so authorized 
for instruction in the English and the J'rench 
language, and materials used exclusively in the 
manufacture or production thereof; insulin; 
calf, cattle, hog, fox or poultry feed; prepara- 
tions or chemicals sold for disinfecting, dipping 
or spraying and so used in agriculture or horti- 
culture, and materials for use exclusively in 
manufacture or production of such preparations; 
cream separators and parts thereof; cars and 
other similar appliances for use exclusively at 
a mine or a quarry for mining or quarrying; 
articles and materials to be used exclusively in 
the manufacture of cars and other similar 
appliances for use exclusively at a mine or a 
quarry for mining or quarrying; articles and 
materials to be used exclusively in the manu- 
facture of cream separators and parts thereof; 
usual coverings to be used exclusively for cover- 
ing goods not subject to the consumption or 
sales tax; materials to be used exclusively in 
the manufacture of usual coverings to be used 
for covering goods not subject to the consump- 
tion or sales tax. 

Woollen rolls or wool yarn milled for a pro- 
ducer of wool from such wool supplied by him 
for his own use; cotton duck and cotton sail 
twine to be used only in the manufacture of 
equipment for ships or vessels;. official stationery 
imported by His Majesty’s Trade Commissioners 
in Canada from His Majesty’s Stationery Office 
in England; crushed stone, produced or manu- 
factured by any municipality exclusively for use 
in building or maintaining its roads or side- 
walks, and not for sale, and sand, gravel, rubble 
and field stone; lasts for boots and shoes in- 
cluding rubber footwear and patterns and dies 
for boots and shoes including rubber footwear; 
apples, dried, desiccated or evaporated; articles: 
and materials for the sole use of any bona fide 
public hospital certified to be such by the 
Department of National Health, when pur- 
chased in good faith for use exclusively by the 
said hospital and not for resale; preparations 
for use exclusively as gopher poison; bakers’ 
cake and pies when produced by any one manu- 
facturer or producer to the value of not more 
than three thousand dollars in any one calendar 
year. 


Goods Enumerated in Customs Tariff Items 


40. Salt for use of the sea or gulf fisheries; 

173. Books, embossed, and grooved cards for 
the blind; and books for the instruction of the 
deaf and dumb and blind; maps and charts for 
the use of schools for the blind; 

175. Books not printed or reprinted in Can- 
ada, which are included and used as text-books 
in the curriculum of any university college or 
school in Canada; books specially imported for 
the bona fide use of incorporated mechanics 
institutes, public libraries, libraries of uni- 
versities, colleges and schools, or for the library 
of any incorporated medical, law, literary, scien- 
tific, or art association or society, and being 
the property of the organized authorities of 
such library, and not in any case the property 
of individuals—the whole under regulations pre- 
scribed by the Minister—provided that im-~ 
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porters of books who have sold the same for the 
purpose mentioned in this item shall, upon proof 
of sale and delivery for such purpose, be entitled 
to a refund of any duty paid thereon; 

209b. Nicotine sulphate; 

281. Fire brick, containing mot less tham 
minety per cent of silica; magnesite fire brick 
or chrome fire brick; other fire brick valued at 
not less than one hundred dollars per one 
thousand, rectangular shaped, the dimensions of 
each not to exceed one hundred and twenty- 
five cubic inches, for use exclusively in the 
construction or repair of a furnace, kiln or 
other equipment of a manufacturing establish- 
ment; 

28la. Fire brick, n.o.p., for use exclusively in 
the construction or repair of a furnace, kiln, or 
other equipment of a manufacturing establish- 
ment; 

352a. Bells,.awhen imported for use in churches 


only; 

364. Diamond dust or bort and_ black 
diamonds, for borers; 

406. Coil chain, coil chain links, including 


—— links, and chain shackles, of iron or 
steel ; 

409a. Milking machines and attachments 
therefor; centrifugal machines for testing but- 
terfat, milk or cream; complete parts of all 
the foregoing; 

409b. Cultivators, harrows, seed-drills, horse- 
rakes, horse-hoes, scufflers, manure spreaders, 
garden seeders, weeders, and complete parts of 
all the foregoing; 

409c. Ploughs; farm, field, lawn or garden 
rollers; soil packers; complete parts of all the 
foregoing; 

409d. Siiwing machines, harvesters, either 
self-binding or without binders, binding attach- 
ments, reapers, harvesters in combination with 
threshing machine separators including the 
motive power incorporated therein, and com- 
plete parts of all the foregoing; 

409e. (i) Spraying and ag machines and 
attachments therefor, including hand sprayers; 
apparatus specially designed for sterilizing 
bulbs; pressure testing apparatus for determin- 
ing maturity of fruit; pruning hooks; pruning 
shears, animal dehorning instruments; and com- 
plete parts of all the foregoing; 

(ii) Fruit and vegetable grading, washing and 
wiping machines and complete parts therefor; 

q09F. Hay loaders, hay tedders, potato 
planters, potato diggers, fodder or feed cutters, 
ensilage cutters, grain crushers and grain or 
hay grinders for farm purposes only, post hole 
diggers, snaths, stumping machines and all other 
agricultural implements or agricultural machin- 
ery, n.o.p., and complete parts of all the fore- 
going; 7 

409g. Incubators for hatching eggs, brooders 
for rearing young fowl, and complete parts of 
all the foregoing; 

409i. Scythes, sickles or reaping hooks, hay 
or straw knives, edging knives, hoes, pronged 
forks, rakes, n.o.p.:; complete parts for goods 
enumerated in Tariff Item 4091; : 

409j. Fanning mills; peaviners; corn husking 
machines; threshing machine separators, includ- 
ing wind stackers; baggers, weighers and self- 
feeders therefor; complete parts of all the fore- 
oing; 
7 409k. Windmills and complete parts thereof, 
not including shafting; 

409n. Portable engines with boilers, in com- 
bination, for farm purposes; horse powers and 
traction engines for farm purposes n.o.p.; and 
complete parts of all the foregoing; 


410b. Machinery and apparatus for use ex- 
clusively in washing or dry cleaming coal at coal 
mines or coke plants; machinery and apparatus 
for use exclusively in producing coke and gas; 
machinery and apparatus for use exclusively 
in the distillation or recovery of products from 
coal tar or gas; and complete parts of all the 
foregoing, not to include motive power, tanks 
for gas, nor pipes and valves 104 inches or less 
in diameter; 

411. Machinery for use in sawing lumber, up 
to but not including the operation of planing, 
and complete parts thereof, not to include motive 
power, when for use exclusively in sawmills (for 
the purpose of this item motive power is defined 
as equipment for driving the machinery of the 
sawmill) ; 


4lla. Machinery, logging cars, cranes, blocks 
and tackle, wire rope, but not including wire 
rope to be used for guy ropes or in braking logs 
going down grade, and complete parts of all 
the foregoing, for use exclusively in the opera- 
tion of logging, such operation to include the 
removal of the log from stump to skidway, log 
dump or common or other carrier; 
_ 41lb. Cylinder stave saws, wheel type stave 
Jointers, crozing and champhering machinery, 
when for use exclusively in making staves; 

439c. Farm wagons, farm sleds, logging 
wagons, logging sleds, and complete parts there- 
ol; 

440k. Engines and complete parts thereof, to 
be used exclusively in the propulsion of boats 
or in hoisting nets and lines used in such boats 
bona fide owned by individual fishermen for 
their own use in the fisheries, under regulations 
prescribed by the Minister; 


442. Articles which enter into the cost of 
manufacture of the goods enumerated in tariff 
items 409a, 409b, 409c, 409d, 409e, 409f, 409¢, 409), 
4090, and 439c, when imported by manufacturers 
for use exclusively in the manufacture in their 
own factories of the goods enumerated in tariff 
items 409a, 409b, 409c, 409d, 409e, 409f, 409g, 
409j, 4090, and 439c, under regulations pres- 
cribed by the Minister. 

442a. Notwithstanding the provisions of tariff 
item 442, materials or commodities as_here- 
under defined or described, when imported by 
manufacturers for use exclusively in the manu- 
facture, in their own factories, of the goods 
enumerated in tariff items 409a, 409b, 409c, 
409d, 409e, 409f, 409g, 409j, 4090, and 439c, 
under regulations prescribed by the Minister:— 

(1) Pig iron; 

(2) Bars or rods, of iron or steel, hot rolled; 

460. Materials to be used in Canada for the 
construction of bridges and tunnels crossing the 
boundary between the United States and Can- 
ada, when similar materials are admitted free 
under similar circumstances into the United 
States, under regulations prescribed by the 
Minister ; 

464. Steel dies, of a class or kind not made 
in Canada, valued at not less than one thousand 
dollars each, for use exclusively in stamping 
metal sheets or metal plates: Provided that such 
dies shall be exported from Canada under 
Customs supervision within three months from 
the date of import entry; 

476. Surgical and dental instruments of any 
material; surgical needles; X-ray apparatus; 
surgical operating tables for use in hospitals; 
microscopes valued at not less than $50 each 
by retail; and complete parts of all the fore- 
going; 
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476a. Glassware and other scientific apparatus 
for laboratory work in public hospitals; ap- 
paratus for sterilizing purposes, including bed- 
pau washers and sterilizers but not including 
washing or laundry machines; all for the use 
of any public hospital, under regulations pres- 
cribed by the Minister ; 

480. Crutches or specially constructed staffs 
for cripples; 

538. Binder twine or twine for harvest bind- 
ers; 

663b. Articles which enter into the cost of 
the manufacture of fertilizers, when imported 
for use exclusively in the manufacture of 
fertilizers; 

666. Nitro-glycerine, giamt powder, nitro and 
other explosives; 

667. Blasting and mining powder; 


682. Fish hooks, for deep-sea or lake fishing, 
not smaller in size than number 2.0; bank, cod, 
pollock and mackerel fish lines; and mackerel 
herring, salmon, seal, seine, mullet, net and 
trawl twine in hanks or coil, barked or not—in 
variety of sizes and threads—including gilling 
thread in balls, and head ropes for fishing nets; 
nvarline, and net norsels of cotton, hemp or flax; 
and fishing nets or seines, and manila rope, not 
exceeding one and one-half inches in cireum- 
ference, when used exclusively for the fisheries, 
not to include hooks, lines, nets or ropes com- 
monly used for sportsmen’s purposes; 

692. Coins, cabinets of; collections of medals 
and collections of postage stamps; medals of 
cold, silver or cooper, and other metallic articles 
actually bestowed as trophies or prizes and 
received and accepted as honorary distinctions, 
and cups or other metallic prizes (not usual 
merchantable commodities), won in bona fide 
competitions; 


695a. Paintings in oil or water colours, and 
pastels, valued at not less than twenty dollars 
each; paintings and sculptures by artists domi- 
ciled in Canada but residing temporarily abroad 
for purposes of study, under regulations by the 
Minister ; 

696. Philosophical and scientific apparatus, 
utensils, instruments, and preparations, includ- 
ing boxes and bottles containing the same; 
maps, photographic reproductions, casts as 
models, etchings, lithographic prints or charts; 
mechanical equipment of a class or kind not 
made in Canada. All articles in this item, 
when specially imported in good faith for the 
use and by the order of any society or institu- 
tion incorporated or established solely for re- 
ligious, philosophical, educational, scientific or 
literary purposes, or for the encouragement of 
the fine arts, or for the use and by order of 
any public hospital, college, academy, school, or 
seminary of learning in Canada, and not for 
eae under regulations prescribed by the Min- 
ister; 

700. Animals and articles brought into Canada 
temporarily and for a period not exceeding three 
months, for the purpose of exhibition or of 
competition for prizes offered by amy agri- 
cultural or other association; provided a bond 
shall be first given in accordance with regula- 
tions prescribed by the Minister, with the con- 
dition that the full duty to which such animals 
or articles would otherwise be liable shall be 
paid in case of their sale in Canada, or if not 
ceo within the time specified in such 

ma ; 


701. Menageries, horses, cattle, carriages and 
harness of, under regulations prescribed by the 
Minister ; { 

702. Carriages for travellers, and carriages 
laden with merchandise, not to include circus 
troupes or hawkers, under regulations prescribed 
by the Minister; . 

703. Travellers’ baggage, under regulations 
prescribed by the Minister; 

704. Apparel, wearing and other personal and 
household effects, not merchandise, of British 
subjects dying abroad, but domiciled in Can- 
ada; books, pictures, family plate or furniture, 
personal effects and heirlooms left by bequest; 

Articles and materials to be used exclusively 
in the manufacture of goods enumerated in 
customs tariff items: 281, 28la, 39la, 406a, 
406b, 409a, 409b, 409c, 409d, 409e, 409f, 409g, 
409i, 409j, 409k, 409n, 410b, 411, 41la, 411b, 439¢, 
440k, 442, 442a, 476, 476a, 480, 538, 663, 663a, 
663b, 666, 667, 696. 

Materials, not to include plant equipment, 
consumed in process of manufacture or pro- 
duction, which enter directly into the cost of 
goods enumerated in customs tariff items: 281, 
28la, 39la, 406a, 406b, 409a, 409b, 409c, 409d, 
409e, 409f, 409g, 409i, 409j, 409k, 409n, 410b, 
411, 4lla, 41lb, 439c, 440k, 442a, 476, 476a, 480, 
538, 663, 663a, 666, 667, 696. 

1l. That Schedule IV to the said Act, as 
enacted by chapter fifty-four of the Statutes 
of 1932 enumerating articles exempt for fifty 
per cent of the sales tax, be repealed and the 
following substituted as Schedule IV: 


Schedule IV 


All articles manufactured or produced by the 
labour of the blind in institutions in Canada 
established for their care or under the control 
or direction of such institutions. 

12. That Schedule V to the said Act, as 
enacted by section sixteen and referred to in 
section twelve of chapter fifty-four of the 
Statutes of 1932, be repealed and the following 
substituted as Schedule V: 


Schedule V 


Articles on which other excise taxes are im- 
posed on importation by Part XI of this Act; 
raw leaf tobacco when imported by licensed 
tobacco or cigar manufacturers; material for 
the manufacture of binder twine for export, 
when imported by the manufacturers thereof; 
British and Canadian coin and foreign gold coin, 
bullion and unmanufactured gold; fish and other 
products of the fisheries of Newfoundland; fish 
caught by fishermen in vessels registered in . 
Canada or owned by any person domiciled in 
Canada, and the products thereof carried from 
the fisheries in such vessels; donations of 
clothing for charitable purposes; bibles; fer- 
tilizers; animals for the improvement of stock; 
boards, planks and deals of fir, spruce, pine, 
hemlock or larch, in the rough, or not further 
manufactured than planed or dressed on one 
side, when imported from a country which 
admits free of duty similar lumber imported 
from Canada; goods enumerated in customs 
tariff items 173, 364, 460, 700, 702, 703, 704, 
705, 705a, 706, 707, 708 and 709. 

13. That any enactement founded on para- 
graphs five, six, seven, eight, nine, ten, eleven 
and twelve of this resolution shall be deemed 
to have come into force on the twenty-second 
day of March, one thousand nine hundred and 
thirty-three, and to have applied to all goods 
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imported or taken out of warehouse for con- 
sumption on and after that date, and to have 
applied to goods previously imported for which 
Parents for consumption was made before that 
ate. 

14. That any enactment founded on para- 
graphs two, three and four of this resolution 
shall be deemed to have come into force on the 
first day of May, one thousand nine hundred 
and thirty-three. 


INCOME WAR TAX ACT 


Resolved, that it is expedient to amend the 
Income War Tax Act and to provide:— 

Y 1. That the exemption granted to a married 
person or a widow or widower with a dependent 
child be reduced to $2,000 and the exemption 
for all other persons be reduced to $1,000; 
) 2 That the exemption heretofore afforded to 
householders as defined shall be abolished; 
/3. That the exemption for a dependent child 
or grandchild be $400; 

/4. That the exemption for a dependent 
parent, grandparent, brother or sister be the 
actual amount expended by a taxpayer up to 
a maximum exemption of $400 for each such 
dependent person; 

5. That the exemption of $2,000 heretofore 
afforded to corporations and joint stock com- 
panies be abolished; 

6. That the graduated rates of tax applicable 
to persons other than corporations and joint 
stock companies shall be the rates set forth 
in the following schedule; 

7. That the rate of tax applicable to cor- 
porations shall be twelve and one-half per 
centum; 

8. That where a corporation elects to file a 
consolidated return, the corporate rate of tax 
shall be thirteen and one-half per centum; 

9. That the additional rate of tax heretofore 
provided in respect of incomes in excess of 
$5,000 shall not apply to corporations; 

10. That all bearer coupons, coupon certifi- 
eates or dividend warrants issued by Canadian 
debtors in respect of which any interest or 
dividends are payable and all similar bearer 
coupons and dividend cheques issued by British 
or foreign debtors which are cashed by residents 
of Canada must have attached thereto a duly 
completed ownership certificate on the form 
prescribed; 

ll. That a tax of five per centum shall be 
imposed at the source on all dividends or in- 
terest paid or credited by Canadian debtors 
to non-residents of Canada; 

12. That a tax of five per centum shall be 
imposéd at the source on all dividends or in- 
terest payable by Canadian debtors and cashed 
by Canadian residents at a premium Over par 
of Canadian funds; 

13. That rents and royalties which are pay- 
able by Canadian debtors to non-residents of 
Canada shall have deducted at the source a tax 
of twelve and one-half per centum subject to 
adjustment on assessment of the Income Tax 
Return filed by the non-resident. 

14. That provision be made to clarify and to 
render more certain and effective Section 13 of 
the said Act; 

15. That provision be made for the limitation 
of certain allowances and expenses charged by 
companies in respect to amounts paid to rela- 
tives of shareholders, bonuses to officers and 
fees to directors; 


16. That interest on indebtedness and taxes 
on productive property shall be rateably appor- 
tioned between income from sources exempt and 
those not exempt from Income Tax, provided 
that in no case shall such interest or taxes be 
apportioned against a taxpayer’s income from 
his chief occupation or business; 


17. That any enactment founded on para- 
graphs one to nine, both inclusive, and para- 
graphs fifteen and sixteen, shall be deemed to 
have come into force at the commencement of 
the 1932 taxation period and to be applicable 
thereto and to fiscal periods ending therein, 
and to all subsequent periods; 


18. That any enactment founded on the 
provisions of paragraphs ten, eleven and twelve 
of this Resolution shall be deemed to have 
come into force on the first day of April, 1933, 
and shall be applicable to all paymenits made or 
received on or after such date and to any 
coupons, coupon certificates or dividend warrants 
which are redeemable on or after the said Ist 
April, 1933; 

19. That any enactment founded on _ the 
provisions of paragraph thirteen of this Reso- 
lution shall be deemed to have come into force 
on the 22nd day of March, 1933, and shall be 
applicable to all payments made on and after 
the said date. 


FIRST SCHEDULE 


Rates of Tax Applicable to Persons other than 
Corporations and Joint Stock Companies 


On the first $1,000 of Net Income or any 
portion thereof in excess of Exemptions 3 per 
centum, or 

$30 upon Net Income of $1,000; and upon 
Net Income in excess of $1,000 and not in 
excess of $2,000, 4 per centum in addition on 
such excess, or 

$70 upon Net Income of $2,000; and upon 
Net Income in excess of $2,000 and not in 
excess of $3,000, 5 per centum in addition on 
such excess, or 

$120 upon Net Income of $3,000; and upon 
Net Income in excess of $3,000 and not in 
excess of $4,000, 6 per centum in addition on 
such excess, or 

$180 upon Net Income of $4,000; and upon 
Net Income in excess of $4,000 and not in 
excess of $5,000, 7 per centum in addition on 
such excess, or 

$250 upon Net Income of $5,000; and upon 
Net Income in excess of $5,000 and not in 
excess of $6,000, 8 per centum in addition on 
such excess, or 

$330 upon Net Income of $6,000; and upon 
Net Income in excess of $6,000 and not in 
excess of $7,000, 9 per centum in addition on 
such excess, or 

$420 upon Net Income of $7,000; and upon 
Net Income in excess of $7,000 and not in 
excess of $8,000, 10 per centum in addition on 
such excess, or 

$520 upon Net Income of $8,000; and upon 
Net Income in excess of $8,000 and not in 
excess of $9,000, 11 per centum in addition on 
such excess, or 

$630 upon Net Income of $9,000; and upon 
Net Income in excess of $9,000 and not in 
excess of $10,000, 12 per centum in addition on 
such excess, or 


$750 upon Net Income of $10,000; and upon 
Net Income in excess of $10,000 and not in 
excess of $11,000, 13 per centum in addition on 
such excess, or 

$880 upon Net Income of $11,000; and upon 
Net Income in excess of $11,000 and not in 
excess of $12,000, 14 per centum in addition on 
such excess, or 

$1,020 upon Net Income of $12,000; and upon 
Net Income in excess of $12,000 and not in 
excess of $13,000, 15 per centum in addition on 
such excess, or 

$1,170 upon Net Income of $13,000; and upon 
Net Income in excess of $13,000 and not in 
excess of $14,000, 16 per centum in addition on 
such excess, or 

$1,330 upon Net Income of $14,000; and upon 
Net Income in excess of $14,000 and not in 
excess of $15,000, 17 per centum in addition on 
such excess, or 

$1,500 upon Net Income of $15,000; and upon 
Net Income in excess of $15,000 and not in 
excess of $16,000, 18 per centum in addition on 
such excess, or 

$1,680 upon Net Income of $16,000; and upon 
Net Income in excess of $16,000 and not in 
excess of $17,000, 19 per centum in addition on 
such excess, or 

$1,870 upon Net Income of: $17,000; and upon 
Net Income in excess of $17,000 and not in 
excess of $18,000, 20 per centum in addition on 
such excess, or 

$2,070 upon Net Income of $18,000; and upon 
Net Income in excess of $18,000 and not in 
excess of $19,000, 21 per centum in addition on 
such excess, or 

$2,280 upon Net Income of $19,000; and upon 
Net Income in excess of $19,000 and not in 
excess of $20,000, 22 per centum in addition on 
such excess, or 

$2,500 upon Net Income of $20,000; and upon 
Net Income in excess of $20,000 and not in 
excess of $25,000, 23 per centum in addition on 
such excess, or 

$3,650 upon Net Income of $25,000; and upon 
Net Income in excess of $25,000 and not in 
excess of $30,000, 24 per centum in addition on 
such excess, or 

$4,850 upon Net Income of $30,000; and upon 
Net Income in excess of $30,000 and not in 
excess of $35,000, 25 per centum in addition on 
such excess, or 

$6,100 upon Net Income of $35,000; and upon 
Net Income in excess of $35,000 and not in 
excess of $40,000, 26 per centum in addition on 
such excess, or 

$7,400 upon Net Income of $40,000; and upon 
Net Income in excess of $40,000 and not in 
excess of $45,000, 27 per centum in addition on 
such excess, or 

$8,750 upon Net Income of $45,000; and upon 
Net Income in excess of $45,000 and not in 
excess of $50,000, 28 per centum in addition on 
such excess, or 

$10,150 upon Net Income of $50,000; and upon 
Net Income in excess of $50,000 and not in 
excess of $55,000, 29 per centum in addition on 
such excess, or 

$11,600 upon Net Income of $55,000; and upon 
Net Income in excess of $55,000 and not in 
excess of $60,000, 30 per centum in addition on 
such excess, or 

$13,100 upon Net Income of $60,000; and upon 
Net Income in excess of $60,000 and not in 
excess of $65,000, 31 per centum in addition on 
such excess, or 


$14,650 upon Net Income of $65,000; and upon 
Net Income in excess of $65,000 and not in 
excess of $70,000, 32 per centum in addition on 
such excess, or 

$16,250 upon Net Income of $70,000; and upon 
Net Income in excess of $70,000 and not in 
excess of $75,000, 33 per centum in addition on 
such excess, or 

$17.900 upon Net Income of $75,000; and upon 
Net Ineome in excess of $75,000 and not in 
excess of $80,000, 34 per centum in addition on 
such excess, or 

$19,600 upen Net Income of $80,000; and upon 
Net Income in excess of $80,000 and not in 
excess of $85,000, 35 per centum in addition on 
such excess, or 

$21,350 upon Net Income of $85,000; and upon 
Net Income in excess of $85,000 and not in 
excess of $90,000, 36 per centum in addition on 
such excess, or 

$23,150 upon Net Income of $90,000; and upon 
Net Income in excess of $90,000 and not in 
excess of $95,000, 37 per centum in addition on 
such excess, or 

$25,000 upon Net Income of $95,000; and upon 
Net Income in excess of $95,000 and not in 
excess of $100,000, 38 per centum in addition on 
such excess, or 

$26,900 upon Net Income of $100,000; and 
upon Net Income in excess of $100,000 and not 
in excess of $110,000, 39 per centum in addition 
on such excess, or 

$30,800 upon Net Income of $110,000; and 
upon Net Income in excess of $110,000 and not 
in excess of $120,000, 40 per centum in addition 
on such excess, or 

$34,800 upon Net Income of $120,000; and 
upon Net Income in excess of $120,000 and not 
in excess of $130,000, 41 per centum in addition 
on such excess, or 

$38,900 upon Net Income of $130,000; and 
upon Net Income in excess of $130,000 and not 
in excess of $140,000, 42 per centum in addition 
on such excess, or 

$43,100 upon Net Income of $140,000; and 
upon Net Income in excess of $140,000 and not 
in excess of $150,000, 43 per centum in addition 
on such excess, or 

$47,400 unon Net Income of $150,000; and 
upon Net Income in excess of $150,000 and not 
in excess of $175,000, 44 per centum in addition 
on such excess, or 

$58.400 upon Net Income of $175,000; and 
upon Net Income in excess of $175,000 and not 
in excess of $200,000, 45 per centum in addition 
on such excess, or 

$69,650 upon Net Income of $200,000; and 
upon Net Income in excess of $200,000 and not 
in excess of $225,000, 46 per centum in addition 
on such excess, or 

$81,150 upon Net Income of $225,000; and 
upon Net Income in excess of $225,000 and not 
in excess of $250,000, 47 per centum in addition 
on such excess, or 

$92,900 upon Net Income of $250,000; and 
upon Net Income in excess of $250,000 and not 
in excess of $275,000, 48 per centum in addition 
on such excess, or 

$104,900 upon Net Income of $275,000; and 
upon Net Income in excess of $275,000 and not 
in excess of $300,000; 49 per centum in addition 
on such excess, or 

$117,150 upon Net Income of $300,000; and 
upen Net Income in excess of $300,000 and not 
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in excess of $325,000, 50 per centum in addition 
on such excess, or 

$129,650 upon Net Income of $325,000; and 
upon Net Income in excess of $325,000 and not 
in excess of $350,000, 51 per centum in addition 
on such excess, or 

$142,400 upon Net Income of $350,000; and 
upon Net Income in excess of $350,000 and not 
in excess of $375,000, 52 per centum in addition 
on such excess, or 

$155,400 upon Net Income of $375,000; and 
upon Net Income in excess of $375,000 and not 
in excess of $400,000, 53 per centum in addition 
on such excess, or 


$168,650 upon Net Income of $400,000; and 
upon Net Income in excess of $400,000 and not 
in excess of $450,000, 54 per centum in addition 
on such excess, or 

$195.650 upon Net Income of $450,000; and 
upon Net Income in excess of $450,000 and not 
in excess of $500,000, 65 per centum in addition 
on such excess, or 

$223,150 upon Net Income of $500,000; and 
upon Net Income in excess of $500,000, 56 per 
centum in addition on such excess. 


On motion of Mr. Ralston, the debate was 
adjourned, 
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THE BUDGET 


FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. E. N. RHODES (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 

He said: Mr. Speaker, this year for the 
first time in the course of this prolonged 
depression it is possible to review the year’s 
operations in terms of business improvement, 
reviving confidence and expanding revenues. 
Three successive budgets have been delivered 
in the face of a progressive decline in busi- 
ness with the inevitable disappointment in 
revenues and inability to meet necessary 
expenditures. Last year I expressed the belief 
that the turn in this tide had been reached 
and I ventured the hope that important 
developments which had occurred or were 
under way would lead to an early recovery 
of business activity. What was then a hope 
cam now be asserted with confidence as a 
fact of experience. The fiscal year which has 
just closed has been a year of recovery— 
recovery that is unmistakable and of greater 
magnitude than many had thought possible. 

The evidence of business recovery is writ- 
ten incontrovertibly in the recorded facts of 
our industry and trade. I desire not to weary 
you with statistical details but as a thorough 
appraisal of current business conditions is an 
essential of sound budgeting and as depression 
psychology is still rather too prevalent, I 
propose to review the essential facts as briefly 
as possible. 

The most comprehensive measure of 
economic activity in Canada is the index of 
the physical volume of business prepared by 
the Dominion Bureau of Statistics, It is 
based on a compilation involving forty-five 
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economic factors, including production of our 
leading manufactured articles, mineral pro- 
ducts, and electric power, as well as freight 
cars loaded, construction contracts awarded 
and the volume of trade. In February, 1933, 
when business reached its low point in Can- 
ada, that index stood at 67-0. In February, 
1934, the latest month for which the figures 
are available, the index had risen to 86-4, 
an increase of no less than 29-0 per cent. 
During the same period, manufacturing pro- 
duction increased by 41-7 per cent, mineral 
production by 13-7 per cent and total indus- 
trial production, including construction, by 38 
per cent. These figures are of striking signifi- 
cance when compared with similar figures for 
According to indices pre- 
pared by the Federal Reserve Board), the cor- 
responding increases for that country were 
31-1 per cent for manufacturing production, 
15:2 per cent for mineral output and 28-6 per 
cent for total industrial production. Their 
improvement was considerably more rapid 
than ours last summer, but their gains were 
not consistently held; with us, recovery has 
been more gradual but also more persistent. 

Other indices of a genera] nature tell the 
same story of business recovery in Canada. 
The total amount of cheques cashed at char- 
tered banks in thirty-two clearing house 
centres increased 16 per cent in 1933 over 
1932 and another 23-4 per cent in the first two 
months of the present year over the same 
period last year. These bank debit figures 
reflect not only the volume of ordinary busi- 
ness but also increasing activity in financial 
transactions. 

In this power age, increasing sales of elec- 
trical energy are also an indication of general 
business expansion, although the increased 
use of electrical appliances or processes in 
home and factory and the increasing sales of 
secondary power for steam production make 


it impossible to regard power output as an 
accurate measure of such expansion. Since 
the first of this year, the output of central 
electric stations has established a new record 
level for all time. In February the aver- 
age daily output was 574 million kilowatt 
hours, an increase of 24-1 per cent over the 
corresponding month of 1933, and 19-8 per 
cent over February, 1929. 

The increase in the movement of railway 
revenue freight is an even more significant 
symptom of general business improvement 
because it points to better days ahead for our 
two great railroad systems. In the first twelve 
weeks of this year 491,279 cars were loaded, 
showing an increase of 23:9 per cent over the 
same period last year. The gain of 95,064 cars 
in the elapsed period of the present year 
reflects a heavier movement in ten of the 
eleven commodity groups of the official classi- 
fication, grain alone showing a slight decrease 
as compared with last year. Furthermore, 
traffic is now practically up to the level 
of the movement of two years ago. 

Again comparing February, 1934, with Feb- 
ruary a year ago, we find the following strik- 
ing increases in productive activity in in- 
dividual industries; pig iron production, 100 
per cent; steel production, 369 per cent; news- 
print production, 38:9 per cent; imports of 
raw wool and yarn, 143 per cent (in the tex- 
tile industry imports of raw material are the 
best measure available of productive activ- 
ity); raw cotton imports, 84:2 per cent; 
exports of boards and planks, 178-6 per cent; 
nickel exports 57-7 per cent; and construction 
contracts awarded, 72-8 per cent. During the 
past three months, contracts awarded, although 
still at a comparatively low level, were double 
the figure for the first quarter of last year. 
This improvement in the construction indus- 
try, which has been unduly depressed and 
which stimulates so many material manufac- 
turing industries, is of special significance. 

Expansion in the scale of operations should 
bring an enlargement of business profits if 
industry is operating on a sound basis. While 
the earnings of most business organizations 
during the past year were affected adversely 
by the declining trend of the early part of the 
year, there is convincing confirmation of im- 
provement for the year as a whole in the 
figures of company profits. A recent compila- 
tion of the latest earnings statements of 79 
important companies showed that 64 reported 
net profits aggregating $61,500,000 after all 
charges, against $47,000,000 in the previous 
year, an increase of over 30 per cent, while 
the remaining 15 reduced their deficits from 
$8,600,000 to $7,100,000. 

Of more importance is the effect of this 
expansion in private business upon the absorp- 


tion of unemployment, the most pressing 
social problem of the depression years. In 
the twelve-month period ended on March 1, 
the index of employment rose from 76:9 to 
92-7, an increase of 20-5 per cent. At the 
beginning of March returns from 8,499 leading 
employers showed 153,688 more employees on 
payrolls than were reported at the same date 
a year ago, and of this total, 114,214 repre- 
sented increases in industries other than high- 
way construction and maintenance, and, pre- 
sumably therefore, have not been affected by 
governmental activity in connection with un- 
employment relief. On the basis of these 
returns from a lmited group of employers 
it has been estimated that the total increase 
in employment in Canada during the year was 
at least 250,000. 

There is one other economic factor upon 
which I wish to comment at this stage, 
namely, the movement of commodity prices. 
The world depression cannot be attributed to 
any single cause but with a very considerable 
measure of validity it may be interpreted in 
terms of the drastic fall in the world level of 
prices with consequent inevitable disparities 
in different groups of prices. The result was 
not only substantial inequalities as between 
various economic groups but a serious dis- 
equilibrium between costs and prices which 
impeded individual enterprise and threw the 
whole economic mechanism out of gear. Re- 
covery from the depression may be measured 
by the progress made in reestablishing a 
reasonable equilibrium between the various 
parts of the price structure—a working equi- 
librium between producers’ costs and prices, 
between prices of primary products and those 
of finished products, between wholesale and 
retail prices, and between debtors and creditors, 
whether they be individuals, corporations or 
countries. Such restoration of equilibrium 
may be achieved either by a reduction of costs 
or by a rise in the general level of prices, or 
by a combination of both tendencies. During 
any depression a gradual reduction of costs 
and a considerable amount of liquidation 
always takes place, and up to a certain point 
the working of these normal automatic forces 
is highly beneficial. But so catastrophic was 
the fall in prices from 1929 to 1933 and so rigid 
are certain elements of the price structure 
(such as interest, taxes, etc.) that reliance 
solely upon this method of curing our 
economic ills would have involved such a 
measure of deflation and liquidation as would 
possibly have imperilled the stability of our 
social and economic fabric, 

For this reason the government has con- 
sistently pursued a policy designed to stimu- 
late a rise in prices by every sound means. 
As Canada is so heavily interested in export 
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trade it has been recognized that our most 
important need was to secure a rise in the 
world level of commodity prices. Conse- 
quently, at the Ottawa conference in 1932, 
at the World Monetary and Economie con- 
ference in London last summer and in the 
negotiations which followed and which led to 
the issue of a joint statement on monetary 
and economic policy by the nations of the 
British commonwealth, we did our utmost to 
secure the adoption of common policies de- 
signed to promote first a rise in, and later a 
stabilization of, the world level of commodity 
prices. For reasons which I need not discuss 
at this time it proved impossible to secure as 
great a measure of international cooperation 
and the employment of as aggressive policies 
as was thought desirable. Nevertheless, as 
I shall show later, such action as has been 
taken has not been without a considerable 
measure of success. But our efforts have not 
been limited to the international sphere. I 
shall have occasion later to refer to the steps 
we have taken and the success achieved in 
fostering within Canada a lowering of interest 
rates and ease in the money markets, which 
constitute essential conditions favourable to a 
rise in commodity prices, The inadequate 
machinery of our Finance Act has been ad- 
ministered as far as practicable with this end 
in view, and, as you are aware, we are pro- 
posing to set up a central bank which is 
designed to give us an effective mechanism 
for cooperating effectively with other countries 
in a program to raise and stabilize price levels, 
so far as may be possible within the scope of 
monetary action. 

In October, 1931, an order in council was 
passed prohibiting the export of gold from 
Canada except under licence. That was the 
final step severing the chain which bound us 
to the gold standard currencies, then subject 
to deflationary tendencies. As you are aware, 
it was followed by a substantial decline in 
our foreign exchanges which improved the 
position of, and the prices re- 
ceived by, our export industries, although at 
the same time it increased the burden in- 
volved in carrying our external obligations. 
Many have considered it unfortunate that, 
because of the more rapid depreciation of 
sterling, our currency, though at a substantial 
discount in New York, still remained at a 
premium in London. I had occasion last year 
to point out that in fluctuating about half- 
way between the United States dollar and the 
English pound, our dollar was working out 
probably the most practicable compromise be- 
tween those of our national interests which 
would be benefited by close and stable re- 
lations with sterling, and those on the other 
hand which would be seriously harmed by a 
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heavy and fluctuating discount in terms of 
New York. Fortunately, the developments 
during the past year in connection with these 
two basic currencies both of which affect our 
interests so materially have been of a nature 
extremely favourable to Canada. In February, 
1933, sterling in Montreal was quoted at an 
average discount of 15:9 per cent; in Feb- 
ruary of this year there was an average 
premium of 4-3 per cent. In February, 1933, 
New York funds ruled at an average premium 
of 19-7 per cent, whereas in February this year 
this average premium had been reduced to 
Yo of 1 per cent. During the last few days 
sterling has been quoted from 5-14 to 5-17 
in Montreal and New York funds at a dis- 
count of 4 to + of 1 per cent. These rates 
of course mean that our exporters obtain a 
slight advantage in the British market and 
Canadian debtors are at no disadvantage in 
meeting their obligations payable in United 
States funds. 

Much misunderstanding, however, seems to 
persist in connection with these highly technical 
matters of money and exchange. For instance, 
it is sometimes claimed that we should de- 
value our currency on the same basis as the 
United States have devalued theirs. This 
criticism appears to reveal a complete lack of 
appreciation of the fact that our dollar is 
currently selling on an approximate parity 
with that of the United States which has 
been devalued by slightly over 40 per cent. 
I have much sympathy with the desire for 
stabilization which may be latent in this argu- 
ment, but in my view stabilization of our 
currency must await the establishment of a 
stabilized ratio, at least on a de facto basis, 
between the United States dollar and the 
English pound. So strongly are our interests 
tied up with both of these currencies that a 
policy of tying to one and not to the other 
would represent a poor second-best and not 
an ideal policy. I would have to qualify this 
general statement if either of these currencies 
should exhibit a deflationary tendency; that 
would involve a changed situation calling 
probably for a radically different decision, 


In addition to these measures which have 
been taken to foster a rise in the general 
price level, I may add that the international 
wheat agreement which was signed at Lon- 
don is designed to effect by a better adjust- 
ment of supply and demand the price of 
wheat, which is so important a staple in our 
domestic economy and so important a con- 
stituent in the world price level. Our efforts 
to foster a rise in prices by every sound 
method will not be relaxed. In particular 
it is expected that our public works program 
will contribute to that end by accelerating the 
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progress of business recovery already happily 
under way. 

Granting that a rise in commodity prices is 
highly to be desired, the record of the past 
year has been distinctly favourable. From 
February, 1933, to February of this year the 
general index of wholesale prices in Canada 
rose by 13-4 per cent. This rise has been less 
rapid than that in the United States but more 
rapid than that of most other countries. The 
official index of the United States Bureau of 
Labour statistics is not yet available for the 
month of February, but the more rapidly 
fluctuating index compiled by Dun’s shows a 
rise of 28-1 per cent during the period men- 
tioned. In England wholesale prices have 
risen by 9-2 per cent according to the figures 
compiled by the Financial Times of London. 


As an indication of the extent to which the 
maladjustments between various price groups 
have been corrected in Canada, I may add 
that while the wholesale price index was rising 
13-4 per cent, the index for farm prices rose 
by no less than 34:9 per cent. Furthermore, 
the prices of raw and partly manufactured 
articles showed a rise of 23-8 per cent, as com- 
pared with one of 11:4 per cent for fully and 
chiefly manufactured commodities.. It should 
be noted also that the price of Number 1 
Northern wheat at Fort William averaged 
43-2 per cent higher in February this year 
than in February, 1933, while the correspond- 
ing increase for cattle (steers, good 1,000 to 
1,200 Ibs.) was 45-7 per cent, and for bacon 
hogs at Toronto, 153-8 per cent. 

I have referred to the steps which have been 
taken to promote a lowering of interest rates. 
Interest is one of the rigid factors in our price 
structure and the burden of fixed charges 
caused by the extravagant borrowing of the 
war and post-war years, aggravated enor- 
mously as it has been by the fall in prices, and 
for public bodies also by the necessarily large 
expenditures for unemployment relief during 
the depression, has been too frequently dis- 
cussed in this house to need elaboration here. 
For certain individual debtors the burden has 
become unbearable and the government pro- 
poses to bring down at an early stage legisla- 
tion designed to provide machinery whereby 
farmers who find themselves unable to pay the 
fixed charges on their outstanding debts will 
be able by an expeditious and inexpensive 
process to work out compromises with their 
creditors and to obtain new working capital. 
The guiding principle of this legislation will 
be to secure for the farmer a simplified debt 
structure reduced in size to a point where 
the carrying charges will be within the capa- 
city of the farm enterprise to pay. This will 
involve some concessions on the part of 
creditors but these will be more than out- 


weighed by the advantages which will follow 
as a result of retaining the farmer on the land 
as a willing and effective producer. The re- 
lease of economic energy so produced and the 
substitution of hope and goodwill for des- 
pondency and discontent which are now pre- 
valent in certain areas should result in a very 
real gain to our whole domestic economy. 
The claim has been made that a somewhat 
similar procedure should be applied to certain 
classes of public debt in this country. This 
question was effectively dealt with in the 
statement made by the Prime Minister in this 
house a few weeks ago and is too large and 
complicated a subject to call for more than 
a passing reference by me at this time. But 
as I have outlined our proposals for dealing 
with farm debts, I wish to make clear why in 
my opinion the same kind of remedy cannot 
be applied to the problem of public indebted- 
ness. 
In the first place is the fact that so large 
a proportion of the direct and guaranteed 
debt of the dominion and the provinces is 
held by foreign investors. Not only that but, 
as a result of the method of financing in the 
post-war years a very large proportion of 
these foreign and of domestic holdings is in 
the form of bearer bonds payable at the 
option of the holder in either two or three 
markets. It is therefore impracticable, if not 
indeed entirely impossible, to administer a 
policy that would seek to differentiate between 
the Canadian and the foreign investor. What- 
ever argument may be advanced in favour of 
a comprehensive policy of scaling down all 
fixed charges due by Canadian debtors to 
Canadian creditors—and this would involve, 
what is too frequently overlooked, a reduction 
in payments tobe made by as well as to Cana- 
dian creditor institutions such as insurance 
companies, mortgage companies, trust com- 
panies and banks—I doubt whether there are 
many Canadians who would be willing to 
contemplate a program which would involve 
even a partial repudiation of our external 
obligations. In addition to our traditional 
attitude towards the carrying out of our obliga- 
tions according to the letter of the contract, 
there is the compelling motive of self-interest. 
Canada is a young country with a vast store 
of natural resources that has only begun to 
be tapped. If we are to convert those 
potential resources into consumable wealth 
and thus into a higher standard of living for 
our people, we will need the fructifying influ- 
ence of foreign capital for years to come. We 
have a right to expect that our foreign credi- 
tors will not make it difficult or impossible 
for us to pay our interest and maturing debt 
obligations but, unless I am seriously mis- 
taken, this country will never take any 
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deliberate action that would cut off or seri- 
ously impede the flow of foreign capital for 
the development of our resources. 

The second consideration I wish to place 
before you is that great as is the burden of 
our publie debt, it is not beyond the capacity 
of our people to pay. I am sure you will 
grant that I am in a position to appreciate 
to the full how serious the burden is, not 
only to the dominion government but toa 
some of our provincial governments as well, 
and I wish here to pay a tribute to the 
splendid spirit of the Canadian people under 
the strains and sacrifices of the last five 
years. That spirit as well as the stability and 
resiliency of our economic system have been 
beyond all praise. Also worthy of commen- 
dation are the earnest efforts which have been 
made by practically all public bodies to adjust 
their finances to the new and trying condi- 
tions, despite the criticism of the well-mean- 
ing arm-chair critics who find it easy to solve 
the difficulties of public treasuries by neglect- 
ing part of the problem. But the point I 
wish to make is that, oppressive as our bur- 
dens have been, they have actually been borne 
through the worst of the depression and 
at a level of taxation which is not abnormal 
when compared with the tax rates which cer- 
tain other countries have imposed upon them- 
selves. Furthermore, as I have tried to 
demonstrate, we are returning to more normal 
business conditions and price levels with a 
speed which a year ago few of us would have 
ventured to predict. With a normal volume 
of business and a reasonable price level I am 
convinced that we will be able to meet all our 
obligations without undue strain. 

Under such circumstances the sound and 
practical policy appears to be to do our 
utmost to expedite the processes of business 
recovery and to facilitate those economic 
trends which will make for a lightening of 
interest charges. I have already discussed the 
question of raising the price level which auto- 
matically serves to reduce the real burden of 
debt. A second factor which works both 
directly and indirectly is the gradual lower- 
ing of interest rates. This process we 
have also been endeavouring to foster by 
every legitimate means. A year ago I had 
oceasion to refer to the efforts being made 
to secure a lowering of the interest rate paid 
on savings deposits by banks, trust companies 
and other institutions. As you are aware, 
these efforts led to a one-half per cent re- 
duction in the deposit rate which was followed 
immediately by a corresponding reduction in 
the rates charged by banks to publie bodies 
and to agricultural borrowers. It also contri- 
buted to strength in our investment markets. 
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Because the savings deposit rate is the basic 
element in our whole interest structure, it is 
to be hoped that our financial institutions can 
see their way clear to make another similar 
reduction which I am sure would have an 
important stimulating influence at this time. 
The London loan which we floated so success- 
fully last August was intended in part to re- 
lieve our own investment market and thus 
make it possible for other public and private 
borrowers to secure funds at more favour- 
able rates. The continuance of our domestic 
conversion program to which I shall refer later 
and the strenous efforts which we have made 
and are making to balance our budget and 
thereby justify a high credit basis, have also 
contributed to a lowering of interest rates. 

The striking success of these concerted efforts 
are perhaps not fully appreciated by the Cana- 
dian public. It seems to me highly significant 
that the 4 per cent twelve-year bonds which 
we offered for public subscription last October 
at 962 to yield 4-38 per cent are now selling 
at approximately 101 or on a yield basis of 
3-77 per cent. It is too much to expect that 
we are within sight of a 34 per cent basis for 
the dominion’s medium or long term obli- 
gations? And if so, will not the attainment 
of that objective be a convincing demonstra- 
tion of the wisdom of the policies which we 
have followed? 


I may also refer to the improvement in the 
short-term money market. In March last we 
initiated a new development by offering for 
public tender $15,000,000 of short term 
treasury bills. Those bill were sold on a 
2°85 per cent basis for the three months’ 
maturity and a 8-12 per cent basis for the 
eight months’ maturity, the lowest rates at 
which the dominion has ever borrowed in this 
country. I may add that yesterday, after 
this statement was prepared, we concluded 
acceptances of offerings for treasury bills to 
the extent of $15,000,000. Of that amount 
we borrowed $1,600,000 of the July 1 maturity 
at a cost of 2-41 per cent, and $13,400,000, 
being the balance, of the October maturity, 
at the rate of 2-71 per cent. We hope to 
continue this practice for our short-term re- 
quirements and, particularly when the Bank of 
Canada is established we anticipate marked 
improvement in the organization and develop- 
ment of our short-term money market and a 
more efficient utilization of the funds avail- 
able therein. 


The figures I have given refer to rates at 
which recent borrowing has been effected or 
at which our outstanding obligations are cur- 
rently selling. If we take the interest now 
being paid on all our direct indebtedness at 
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present outstanding, we find that the average 
is 4-62 per cent. Eliminating the victory 
bonds which will mature on November 1 this 
year and will be converted at I believe a 
substantially reduced rate during the next 
few months, eliminating also the 5 and 53 
per cent tax-free issues which will not mature 
until 1937, and assuming that these war-time 
issues are replaced by 4 per cent securities 
(a very modest assumption), this average 
would be reduced to 4°35 per cent. Even this 
fairly satisfactory rate will I ‘believe be 
further reduced during the next few years. 
That appreciable relief is being obtained 
through refunding operations is illustrated by 
the fact that in 1931, before the conversion 
loan was issued, the average interest paid by 
the dominion on its outstanding funded debt 
was practically 5 per cent. 

The strength of our investment markets is 
reflected not only in the rise of bond prices, 
or which is the same thing, the lowering of 
interest rates, but also in the volume of 
new securities purchased by the public. Dur- 
ing the last calendar year $345,000,000 of long- 
term obligations were absorbed by Canadian 
investors. Of this total $157,000,000 repre- 
sented new capital. This compares with a 
total of new bond issues in the United States 
of only $900,000,000 of which $595,000,000 were 
for new capital. During the first quarter of 
this year our investment market has been 
active and strong. Over $73,000,000 of new 
government and municipal issues were offered 
during this period, or nearly four times the 
amount for the corresponding quarter of 1983. 
These healthy market conditions are full of 
promise for the gradual reduction of the 
interest burden now pressing upon public 
bodies, by the normal process of converting 
high-interest-bearing securities into new issues 
with a lower coupon. 

The statistical presentation of improved 
conditions in Canada carries greater reassur- 
ance when viewed in the light of world 
economic conditions. For recovery has not 
been a development unique with us. It has 
been world wide and its universal character 
suggests that it must have a basis more 
fundamental and probably more permaneat 
than would otherwise be the case. It is 
now clear that in several countries it began as 
early as the summer of 1932, in the United 
Kingdom perhaps even earlier, and that in 
practically all countries the improvement last 
year was substantial. Though the rate of 
progress has varied and in some cases the 
gains have been more consistently held than 
in others, the movement is so world-wide 
and generally so similar as to suggest the 
automatic working of fundamental economic 
forces. 


Although encouraging progress has been 
made towards world recovery, it would be a 
mistake to under-estimate the difficulties that 
have still to be overcome before a full 
measure of world prosperity can be restored. 
Unemployment still persists in all countries in 
distressingly large proportions. International 
trade remains at a low level. Little, if any, 
progress has been made in removing the exces- 
sive interferences with trade, the arbitrary 
quotas, the exchange controls, and the other 
defensive measures which have been devised 
to meet the dangers of currency depreciation 
and unfavourable balances of payments. In 
recent months there has indeed been increased 
stability in the foreign exchange markets but 
the integrity of certain currencies continues 
to hang upon a slender thread. Another 
period of currency unsettlement with the 
threat of competitive depreciation must be 
recognized as a possibility at least and this 
suggests the desirability of a remewed con- 
sideration of the feasibility of concerted effort 
for de facto stabilization of currencies by the 
leading countries. I am aware of the difficul- 
ties which surround the problem which the 
world conference found it impossible to solve 
last summer. But some of these difficulties 
have been lessened in the intervening months 
and the need for early action is emphasized 
when one realizes that little progress can be 
made in reducing restrictions on international 
trade as long as currencies continue to fluc- 
tuate and the danger of competitive deprecia- 
tion persists. 

On the debit side of the record for the 
past year we are also compelled to record 
certain unfavourable political developments— 
a serious aggravation of political tensions in 
Europe and the Far East, an increasingly 
unstable social equilibrium in some important 
countries, a succession of disappointments in 
the disarmament negotiations, and a threat- 
ened breakdown of the collective system 
which has been painstakingly built up during 
the post-war years. It is true that the ten- 
sion is less serious to-day than it was at 
the beginning of the year but it remains 
a deterrent to constructive international 
cooperation. 


As long as these adverse influences continue 
to operate they must be taken into the 
reckoning. The fact remains, however, that 
the low point in the long depression has been 
reached and passed, that considerable pro- 
gress has already been made in this and other 
countries in the restoration of normal condi- 
tions, and that present economic trends are 
in the direction of further progress. This 
should give solid ground for confidence, if 
not for undue optimism. 


TRADE OF CANADA 


Evidence of improving conditions is also 
found in the statistics of external trade. The 
declines that have been a feature of world 
trade in recent years have now, for Canada, 
been changed to increases, substantial for 
exports and not inconsiderable for imports. 
In the twelve months’ period ended March 
31, last, exports of Canadian produce increased 
by $105,500,000, or 22 per cent over the same 
period in the previous year. Imports, advanc- 
ing less rapidly at first but showing greater 
gains in recent months, increased by 
$27,300,000, or 7 per cent. The improvement 
in aggregate trade was $132,300,000 over the 


same period last year, or 15 per cent, the 
total exceeding one billion dollars. The im- 
provement has been on an ascending scale 
since July and in the last three months im- 
ports have increased by 40 per cent and 
exports by 50 per cent over the same period 
last year. The preliminary figures for the 
month of March, which will be released in 
the course of a few days, show total imports 
of $47,500,000, an increase of 45 per cent over 
March of last year. Exports are shown at 
$58,300,000, which is a gain of 56 per cent. 


A statement of the total trade for the fiscal 
year ended March 31, with comparative 
figures, follows: 


Trade of Canada 


(excluding gold coin and bullion) 
(000 omitted) 


Tim porte eee ee er rere wariereromnies 


Exports— 
Canadian produce.. 
Foreign produce... .. .. 


otal. <syery 
* Decrease. 


Fiscal year 


Fiscal year ended 
ended March 381, 1934 
March 31, 1933 (preliminary) Increase 
$ 406,384 $ 433,779 $ 27,395 
473,800 579,368 105,568 
6,914 6,312 602* 
$ 887,098 $1,019,459 $ 132,361 


As exports have advanced, taking the period 
as a whole, more rapidly than imports, the 
result is that in the fiscal year ended March 
31, the excess of exports over imports 
amounted to nearly $152,000,000. In other 
words, Canada has derived from the exchange 
of commodities with the world at large, a 
eredit balance of $152,000,000, available in 
the settlement of international balances for 
such debit items as interest on indebtedness 
owing abroad and instalments of principal. 
The favourable balance derived from trade 
in commodities was double the amount in the 
previous period. 


It should be borne in mind that trade 
figures are for merchandise only and do not 
include gold. The exports of non-monetary 
gold, chiefly the current production of Cana- 
dian gold mines, amounted approximately 
to $90,000,000, based upon the average price 
obtained upon sale in world markets. This 
sum is an additional credit in the settlement 
of international payments. 

The following statement shows the balance 
of trade in merchandise for the past five fiscal 
years: 


Trade of Canada 
(excluding gold coin and bullion) 
(000 omitted) 


Fiscal year ended March 31st Imports Exports Balance 
1030... sc S.Maceon) eh heen Sl ee ees $1,248,274 $1,144,938 (—) $103,336 
ADS) . samen _ 906,613 817,028 (—) 89,585 
1932.. 578,504 587,566 (+) 9,062 
1933. . 406,384 480,714 (+) 74,330 
1934*. 433,779 585,680 (+) 151,901 


*Preliminary. 


The beneficial effects of the empire trade 
agreements are shown in the expansion of 
intra-empire trade. In the eleven months’ 
period ended February 28th, the latest date 
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for which figures by countries are available, 
exports from Canada to the United King- 
dom, our largest market, increased by 20 per 
cent, accounting for more than half of the 
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increased sales abroad. Exports to Australia 
increased by 54 per cent; to British India by 
45 per cent; to British South Africa by 72 
per cent and to New Zealand by six per cent. 
Statistics of the United Kingdom show that 
whereas in 1931 imports from Canada repre- 
sented 3-8 per cent of their total purchases 
from abroad, in 1933 Canadian products repre- 
sented 6°9 per cent of the total. Prominent 
among the commodities showing increased ex- 
ports to the United Kingdom, were planks 
and boards, apples, meats, copper and other 
metals, and cattle. 

Imports from the United Kingdom have 
shown an expansion in the eleven months’ 


period of approximately $16,000,000, or 20 per 
cent. The chief increases were in fibres, textiles 
and textile products, in iron and its products 
and coal. 

The stimulus which the expansion of trade 
has brought to Canadian business is illus- 
trated in the renewed activity reported in 
recent months at our maritime ports. Both 
freight received from and delivered to con- 
nections abroad have shown increases which 
are very marked and which, in turn, have 
produced substantial employment at the ports, 
as well as increased freight for the railways. 

Figures showing the expansion of trade 
within the empire are as follows: 


Intra-Empire Trade of Canada 
(Excluding gold coin and bullion) 


Imports from United Kingdom.. 
Exports to United Kingdom. . 


Imports from British Empire.. .. pet ee a 
Exports to British Empire.. .. .- .- «+ ++ + 


Eleven months ended 
February 28, 1934 


Eleven months ended 
February 28, 1933 


$ 79,356,647 $ 95,277,635 
170,195,271 204,747,312 
109,229,815 127,293,776 
204,773,851 248,667,773 
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About one-third of our purchases abroad 
has been from empire countries. The pro- 
portion in 1929 was about one-fifth. The per- 
centage of exports to empire countries showed 
a further gain, while the proportion taken by 
non-empire countries declined moderately. It 


UMMC Gi COninaess so du boda poe 
British Empire. . fe 

(United States.) 2.10 

Other countries.. .. 


is noteworthy that a somewhat larger propor- 
tion of exports was taken by the United 
States. 

A statement showing the distribution of 
import and export trade, excluding gold coin 
and bullion, by percentages, follows: 


Imports Exports 
Eleven months ended Eleven months ended 
February 28 February 28 
1933 1934 1933 1934 
Per cent Per cent 
Ded 24.67 38.93 39.25 
29.25 32.95 46.83 47.66 
57.382 54.14 S0rou 33.40 
13.43 12.91 22.80 18.94 


J ee ee 


These developments in our external trade 
have been distinctly favourable, reflecting the 
soundness of the policies which have been pur- 
sued in connection with the trade agreements, 
and testifying to the stability and efficiency of 
Canadian industry. 


Revenues 1933-34 


The recovery of business in Canada which 
I have described was reflected in expanding 
revenues. Unfortunately, however, this ex- 
pansion did not begin until the second quarter 
of the fiscal year. While the extreme low 
point in business activity was reached in 
February, business continued without notice- 
able improvement until May. It was not, 
indeed, until June that the index of physical 
production in Canada exceeded the figure for 
the corresponding month of the previous year. 
There is also always a lag of one or two 
months between business improvement and 


the increase in government revenues. In the 
case of the sales tax, for instance, the taxes 
applicable to any given month are not re- 
ceived by the Department of Finance until the 
first few days of the second following month. 
As a result, the first quarter of the fiscal year 
showed a substantial loss as compared with 
the corresponding period of the previous year. 
By July 8th our collections were down by 
$16,600,000, despite the additional measures 
of taxation which were introduced in the last 
budget. The acceleration of business and the 
upward movement of prices in the latter part 
of the year reversed this downward trend. By 
the end of December the lost ground had been 
fully recovered and the final accounts will 
show a total revenue from taxation of some 
$17,500,000 in excess of the previous year. 
The total receipts from taxation were 
$271,800,000 as compared with $254,300,000 in 
1932-33. The budget estimates, after giving 
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effect to the new taxation, anticipated a total 
tax yield of $305,000,000. The failure to reach 
the estimated revenue by some $33,000,000 has 
naturally been disappointing, although we 
can derive encouragement from the fact that 
there has been a sustained and gradually in- 
creasing improvement in recent months. Had 
it not been for the low level of business in 
the first quarter and the lag in revenues—in 
other words, had we had for a full twelve 
months’ period the revenue volume of the 
latter part of the year—our expectations 
would have been fully realized. 


Customs 


Customs import duties yielded $65,900,000 
and remains the largest single source of rev- 
enue, although showing a decline from the 
previous year. Excise duties, levied mainly 
on liquors and tobaccos, amounted to 
$35,800,000. The revenue from income tax 


was $61,400,000, only slightly less than in the 
preceding year and about the same amount 
collected in 1931-32. Although based upon 
lower incomes and profits, the yield from this 
source has been maintained by reason of the 
changes in exemptions and rates of taxation, 
and also as a result of the special tax of 5 
per cent on interest and dividends imposed 
last session. The collections from the latter 
tax amounted to $4,800,000 in the fiscal year. 
Here again the receipts did not reach the 
estimate, due to the elimination of the prem- 
ium on United States currency. 

The sales tax produced $63,000,000 and the 
other special excise taxes, $43,500,000, these 
sources combined bringing in $24,300,000 more 
than in the previous year. 

The following table gives a comparative 
statement of the revenues from taxation in 
the past five years: 


Taxation Revenues 
(000 omitted) 


| Estimated 


oy 1929-30 | 1930-31 | 1931-82 | 1932-33 1933-34 
$ $ $ $ $ 
Customs Import: Dated, « ccai.a castes sierra st enirie oie 179,480} 131,209} 104,133 70,073 65, 926 
Winds Waties. so, oie ec ee neue ee an ee 65, 036 57, 747 48, 655 87,834 35, 871 
War Tax Revenues: 

BUCS sore os wi oss Oe hee oie et ros 1,408 1,429 1,390 1,328 1,345 
Insurance COMPANIES. 2.5 sucniew ss stvesie adores 74 74 12 826 742 
Delayed business profits................+++- 173 34 3 - = 
Tae "LAK lesors sc eews so so ea en a ee 69,021 71,048 61, 255 62, 067 61,399 
Reales Tax... ..5 6 deen tideome en eee et 44, 859 20, 784 41,734 56, 814 63,000 
Manufacturers’, importation, stamp, transpor- 

tation tAxGn, St0.. ctsawncaee ny ewe aee wee 18,550 13,951 17,872 25,377 43,574 
Total receipts from Taxation........ 878,551] 296,276) 275,054) 254,819 271,857 


Non-Tax Revenues 


Revenues derived from the services of the 
various departments of government, includ- 
ing Post Office, amounted to $51,700,000, show- 
ing a decrease from the previous year of 
about $550,000. Post Office revenues amount- 
ing to $30,500,000 and interest on investments 
of over $11,000,000, are the important items 
under this head. On reference to the expendi- 


ture statement, it will be found that the 
operation of the Post Office Department cost 
$30,800,000, being $300,000 in excess of rev- 
enues. As the deficiency in the previous year 
was $700,000, there was a net betterment in 
the year of about $400,000. Interest on in- 
vestments was slightly less than in 1932-33. 

A statement of the non-tax revenues, with 
comparisons for the previous four years, 
follows: 
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Non-tax Revenues 


Estimated 
-— 1929-30 1930-81 1931-32 1932-33 1933-384 
$ $ $ $ $ 

Wanda GraineAcChass 62 aae.cure sete. one 2,047,207| 2,179,047} 1,484,826) 1,444,840) 1,260,000 
WanadarGrazetten.csaiahe. ones see ana 93,890 71,197 73,590 73,836 56, 000 
LG SIRD ast ais oe oon ce imctre Ee armGas 1,043,647] 1,026,671 976, 845 831, 020 850, 000 
Or hSUCN by, 3 erent Re] OR Rte i Oi an 3,892,948] 3,210,894) 8,757,821] 8,192,144] 3,550,000 
@hinesemRevientien gins. ste wea arie chs stiles tes 14,345 21,996 10,059 8, 652 , 000 
IDYoyerubiutovny Wenetolne an cuicktonee obmidh ater - 4,189,104] 1,655,401 485,364 458, 984 408, 000 
SEN VEVOLH NGM Ais Hic isc, SRO OR OHS Oe OO 546, 957 682,151 402,189 298, 352 422,000 
Finesand! Horferturess....0.s ss ces ee 748, 348 433,716 238,512 212,075 180, 000 
[Ei ghGnigs anata Merck or as aero ees 110, 724 73, 987 40, 519 4,429 40, 000 
Gea snl spec ulOlmesiend cc inecLs asserts cine g cae 100, 768 94,255 81,359 84,078 74,000 
Ensurance Luspechiom, sewed: ode tas eee 188, 780 148, 942 149, 902 160, 298 149,000 
Interest on InivestmentS42 9.5 ses. simche as 13,518,205} 10,421,224 9,330,125] 11,220,989) 11,205,000 
Marines achcickcncachs Tara ees 184, 637 199,000 191, 905 178,118 195,000 
Marinerss Hund)... cassette cane ecu dec 209, 3822 201, 768 184, 485 179,461 182,000 
Military: Colleve.nesau oteceee «ere 19,820 19, 882 20,045 20,116 20,000 
Military Pension Revenue............... 158, 881 159, 000 163, 229 166, 414 164, 000 
Ordnance Wands: sre sees eects 80,277 29,384 14, 250 16,677 17,000 
Patent and Copyright Fees.............. 574, 918 559, 646 525, 248 539, 341 409,000 
(Renitentianess: 2145 aie eres act ne 181,024 183, 288 166,111 121, 426 84,000 
POST OI Ces coe cece ook oem erneere 33,345,385] 30,212,326] 382,234,946) 380,928,317) 80,553,000 
Premium, Discount and Exchange....... 458,390 OG O1G| ca vimaree aoe 145 988] oes a canoes 
IRublicg WOrks 9c y..5: se mades a7 eran ase 408, 151 362,391 280, 591 212,829 237,000 
Riadioulicencess seas cene eee eee 407,762 468, 098 528,924} 1,414,132) 1,290,000 
RiGeMPs Officers? Pensionsaassneeea es 6,471 6,357 14, 787 12,050 12,000 
Superannuation Mundas. pe ncsscceeeecee|| fl. | Ol ec smtetert sce colt tel etoterelgistererteter |rroimiaetsusr raises | ecenoe rat iatetererers 
Weights and Measures..................- 407, 248 419, 750 406, 529 394, 222 400, 000 

Total Non-Tax Revenues....| 62,787,204} 53,291,426] 51,757,161] 52,318,688) 51,764,000 


ee ee eee re 


After taking into consideration $392,000 of 
special receipts, the total revenues for the year 
amounted to $324,000,000, as compared with 


$311,000,000 in 1932-33, as shown in the follow- 
ing summary statement, which also gives 
comparisons for each year since 1929-30: . 


Summary of all Revenues 
(000 omitted) 


Receipts: irom Taxationc ccna sce de se eee teeter 
INon-Tax Revenues: 1 hance fan astelstoecs ane tamer 


Consolidated: Hunde Receipts ..acesas0 eae 
Special RNeceipts seen ae ee eee eee 


Grangdeihotall: sree pinatansr inte: ares 


\ 
Esti- 
1929-30 1930-31 1931-32 1932-33 mated 
1933-34 
$ $ $ $ $ 

378,551 296, 276 275,054 254,319 271,857 
62,787 53, 291 OLor 52,318 51, 764 
441, 338 349, 567 326, 811 306, 637 323, 621 
4,771 6, 622 7,028 4,493 392 
446, 109 356, 189 333, 839 311, 1380 324, 013 


1933-34 
Ordinary Expenditures 


EXPENDITURES, 


The ordinary expenditures for the year 
amounted to $347,700,000. It will be under- 
stood that as the accounts will not be finally 
closed until the end of April, the figures of 
expenditures are preliminary and may vary 
somewhat from the final amounts. The esti- 
mates for 1933-34, including supplementaries 
and statutory items not printed in the esti- 


mates, provided for a total expenditure on 
ordinary account of $363,700,000. The actual 
expenditures, therefore, are $16,000,000 less 
than the amount estimated. 

In comparison vith the previous year, 
ordinary expenditures show a reduction of 
$2,100,000. This result must be considered, 
however, in the light of the fact that in- 
creased expenditures were necessary on certain 
fixed and uncontrollable obligations. Interest 
on public debt increased by $4,700,000 and 
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the requirement for Old Age Pensions in- 
creased by $1,000,000. Other large expendi- 
tures, over and above those of the previous 
year, included $1,000,000 for the Radio Com- 
mission and an increase of $1,500,000 in the 


amount of the subventions paid on movements 
of Canadian coal from the mines to centres 
of consumption. 

A statement of ordinary expenditures for 
the last five fiscal years, follows: 


Statement by Departments of Expenditure for the Last Five Fiscal Years 


(000 omitted) 
Esti- 
Ordinary Account 1929-30 | 1930-31 1931-32 1932-33 mated 
1933-34 
$ $ $ $ $ 
BERNE EIN 5 55 he dos crs «ngs ee Sa 10, 245 10,119 10, 212 8, 066 7,025 
Auditory General's Offtee. vvcscc ch cciue ewan. 402 416 436 380 376 
Civil Service Commission............2.0c-ecee-ee: 308 343 306 244 221 
External Affairs, including Office of the Prime 
PO IDIREOR So asic vine, Pras roa ees: 8 897 928 994 863 977 
Finanee— 
iIng@rest on Public Debts; «.. stance ae odode aa: 121,566) 121,290) 121,151) 134,999) 139,730 
Premium Discount and Exchange (Net).........]........--|.e..e0ee ic} eet race 75 
Subsidies to..Prowintas, .6-aes eresceereeroet 12,497 17,436 13, 695 13, 677 13,427 
Special Grants to Maritime Provinces........... 1, 600 1, 600 1,600 1, 600 1,600 
Other Grants and Contributions................. 837 778 536 499 398 
mperial Eoonomis Conferenes: 9515 .n.2 ie ree oc) 5 See Rca de Heron me PAO Oe SE 3 
Civil Pensions and Superannuations.............. 1,545 1,476 1,405 1,075 1,302 
CeOneral MarponG tune, © ee ele. ee ee ee 2,006 1,794 1,845 1,794 8,159 
BWhGMes A IOUS aS ee eee 2,426 2,485 2,046 1,787 1,593 
Governor General’s Secretary’s Office............. 170 142 148 136 137 
Immigration and Colonization..................--- 3,094 2,588 2,200 1, 689 1,398 
Yndisan Asraars 2. ces, as an ee ee 5,333 6,069 5,081 4,499 4,372 
Insurance 159 178 180 161 152 
Interior... 8,490 8, 104 4,647 3,454 2,874 
WUSEGEO: «come See tse clas be oa re ete eta 2,591 2,588 2,560 2,458 2,452 
PenibernmenlOs acs ohne Cee ee teen 2,561 Sezel 2, 1c 2,870 2,748 
TLADOUK. cons sea ep. eee oe ee 697 797 633 605 558 
Toeohnital SGucn sions sic ats, cscs ewan don dmoeaaies 413 391 283 202 150 
Old Age Penstons---3s terre eee 1,587 5, 658 10,032 115518 12,500 
Legislation— 
House of Commious...V0 feet esse ic eee ee 1,610 V2 1, 982 2,210 1,007 
Library of Parliament.’ .5).05000.00.000n sooo eee 74 76 81 65 69 
Bena tes ssecn $52 cee hee eee tatretade ate he 529 568 650 747 286 
RSOROPAL « « os5 5c, <n.caReke ada dees secant ee 80 65 79 81 44 
Chief Electoral Officer, including Elections...... 46 2,256 145 56 31 
Maxine, 365 55 0 os oun. ee ea Oe Petey LL 8, 944 8,030 7,262 5, 801 5,535 
Canadian Radio Broadcasting Commiission......|.2..:.50-.|iscecsesecfocecceuces 149 1,025 
Mines and Geological Survey.................e008: 1,358 1, 420 1, 264 1,048 940 
Movements of coal and Dominion Fuel Act...... 56 514 721 1,220 2,750 
National Defence— 
BOSE, BEE VIOS. «oso .23 crag bose area nace ote 11,033 10, 953 9,700 8,719 8,843 
AVR GIO? eestor en cer Tee 8,018 3, 598 3,043 2,167 2,222 
PE SEEVIPS £5 So. ihn d des pa ee eee 5, 921 7,147 4,040 Lites 1,689 
Ramncty SPFViCel 4,2. ade dass eae eee 1,925 1,928 1,347 1,078 798 
National Revenue (including Income Tax)......... 13, 844 13,972 13,920 10,846 10,336 
Pensions and National Health— 
Treatment and after-care of returned soldiers... . 8,494 9,774 11,154 10,066 9,517 
Pension, war and military........c:cccecevccess 40, 032 45,541 48,249 45,079 42,867 
Fienith Spivinion?), he ot oso eae e rare SRS 1,390 1,342 1,246 924 783 
Pst Doers as ch 2 ees ok eee 36,557 37,892 86, 052 31, 607 30,801 
Privy OCoUgcsecs ssn. cand 0 <a oot a 58 54 53 47 49 
Publis Aronives: 2. otc-20 cee ane eee 203 212 212 174 158 
Public Printing and Stationery.............0.0.0. 302 295 289 231 174 
Bablic WOkkGi 2c. 7 Poiees tetcs ae ae tate tees es 19,819 25,453 17, 648 13,108 11,141 
Bailwaye dat Canales... abc. 2 eee 4,122 4,479 3,997 3, 667 3,376 
Maritime Freight Rates Act.................... 3,098 8,615 2,555 1,921 1,989 
Royal Canadian Mounted Police................... 3,100 3,192 3,488 5, 626 5, 550 
Becretnty OC Ginte.,. : cub cis see cs conte eas 454 479 483 418 378 
Soldier Settlement Board.......c.c0e.ssecereeeees 1,362 1,300 1,036 818 741 
Trade and Commerce— 
a | a ae Say Hrenar 3, 252 4,955 6,417 3,277 3,083 
Mail subsidies and steamship subventions........ 1,083 1,323 2,999 2,081 2,285 
Canada. Groin Aet.v soi vn aviertwedreerererve’ 2,271 2,356 2,306 2,026 1,766 
Total ordinary expenditure........... 353,399} 382,827] 365,873) 349,811) 347,702 
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Capital Expenditures 
Capital expenditures, including Hudson 
Bay railway and terminals, Welland ship 
canal, St. Lawrence ship channel, and other 
public works, amounted to $6,500,000, being a 


decrease of $2,000,000. The estimates pro- 
vided for an expenditure of $7,100,000 on 
capital account. The saving, therefore, was 
$600,000. 

A comparative statement of capital expendi- 
tures for the five-year period, follows: 


Capital Expenditures 
(000 omitted) 


OOOO eOOOOOOeOeeaeleooeeeeee en oooewrO=0s$S=0q0q0RpyS800ss$s$9m99a9mna9 a «(000 


Raieass S dvavavialtaxe veh oie )oete esta) wip Lavette e-alet ei nine nin tas wees ate 


Esti- 

1929-30 1930-31 1931-32 1932-33 mated 

1933-34 

$ $ $ $ $ 

9,324 9,842 3,299 3,027 1,987 
6, 663 6,371 6, 242 1,503 767 
6,574 12,009 7,439 4,018 3,816 
22,561 28,222 16, 980 8,548 6,570 


Special Expenditures 


Special expenditures amounted to $42,900,- 
000, slightly under the figure of a year ago. 
Included in this amount is $36,000,000 for re- 
lief measures. Of this sum $28,500,000 was 


Direct relief 


Provincial and municipal works and undertakings 
Other expenditures, including Dominion projects................-eeeeeeees 


paid under the Relief Act, 1933, and the 
balance of $7,500,000 represented commit- 
ments carried over from the relief acts of pre- 
vious years. The expenditure for 1933-34 may 
be summarized as follows: 


25,870,000 
2,780,000 
7,350, 000 


$ 36,000,000 


The expenditures made by the dominion on 
unemployment relief since 1930, have now 
reached $115,500,000, to which may be added 
the cost of the wheat bonus in 1931, amounting 
to $12,700,000 and $2,400,000 advanced for 


employment in railway shops, a total of 
$130,600,000. 

A comparative statement showing special 
expenditures under the different heads during 
the past five years, follows: 


Special Expenditures 
(000 omitted) 


Esti- 
_ 1929-30 1930-31 1931-32 1932-33 mated 
1933-34 
$ $ $ $ $ 
Adjustmentiot War Glau ssccecessice oe eee 95 110 91 55 56 
Cost on Loan Mlotationsaancnsndecenc necesita 17 193 1,350 1,639 2,545 
Miscellaneous © hangesssen-. sn ee meee sete ene 3,027 2,955 3,500 2,951 2,503 
Reparations— 

Claimpsfor! © ompensatloni recs slateise <tererctelteteere 6, 700 500 1,331 188) araie cccreje ese 
Uneniploymentieliel 1930") a. ssractersciccrelaeteine ere all siete 4,432 13,190 548 5 
Wnemployment' Reliel Og tis sey erste cteram cerry crsiyere trate tevernnene or 25,106 17,048 564 
Unemiployment Relief 1932 sey. oop cee coerce sacatatezeetene a ecetstetmetaraie tell arereeetatetnrars 19,125 6,875 
Unemployment, Relie&, 1083 ...5 Bevcceceere aera eee | mercer eee | alee eteomteve | sceeeral ert actsrs cil sleet espe bsgeear 28, 556 
A heY cS: ral S705 <1 een ee a ook genie eS OO Pes ein ye obs saa a nmie 10,908 DSU 0S ctreeyersterace 
Reduction of Loans to Soldier Settlers.............J...---0-5: BE BOO re cee or cenesinein et , 800 

Total Special Expenditures............ 9,839 16,789 55,476 43,365 42,904 
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SO ES EE res 


Loans to Provinces 


Loans were made to the provincial govern- 
ments under the Relief Act, to a net amount 
of $12,540,000 after crediting certain repay- 
ments. This addition to the loans of $38,- 
200,000 outstanding at the close of the previous 
fiscal year, brings the total assistance of this 
nature to the provincial governments, to 
$50,700,000. 

Three provinces, Alberta, Manitoba and 
British Columbia, received loans in connec- 
tion with the payment of debt obligations to 
the public. Alberta borrowed $1,968,000 to 
meet a debenture maturity of the Ist April, 
1934, payable in Canada or New York. Mani- 
toba secured $1,470,000 to meet an obligation 
due the same date, also payable in Canada or 
New York. British Columbia received loans 
of $1,435,000 to meet interest obligations. The 
other loans related to the financing of the 
provincial share of relief ‘expenditures or 
were for the purpose of placing the provinces 
in funds to assist municipalities to finance 
their share. 

The provinces have paid interest on the 
loans as payments became due, with the 
exception of certain loans made to the prov- 
ince of Saskatchewan for relief purposes. 


This province has not been able to meet the 
interest from its own resources and has 
tendered treasury bills in payment. 

At the Dominion-Provincial conference held 
in January last, which was attended by repre- 
sentatives of all the provinces, it was un- 
animously agreed that the dominion govern- 
ment should give special financial assistance 
to provinces where conditions warrant. 

In granting these loans, our policy has 
been, as in the two previous years, to limit 
this form of assistance to the minimum. 
Each application has been considered having 
regard to the special situation prevailing, the 
particular purpose of the loan and the general 
budgetary position of the borrower on the 
ordinary services of government. It is sub- 
mitted that the policy which has been pur- 
sued in this respect has been to the general 
advantage of Canada, considered in the light 
of the unusual conditions prevailing and as a 
temporary measure until more normal condi- 
tions prevail. 

A summary statement showing the loans 
to the several provinces outstanding at March 
31, 1934, and the purposes for which they 
were granted, follows: 


Loans to Provinces under Relief Acts 


Net Outstanding March 31, 1934 
(000 omitted) 
ee ———engggggg0g—G0_— aao—0" 0——oooo 


Loans Loans for Loans for 
covering assistance to} provincial 
obrigations farmers, purposes 
— maturing including including Total 
in purchase of | public works 
New York seed grain and direct 
relief 
on 5 oe SSS aly 
$ $ $ 
Gate... 22) Se Se 4,603 304 5,179 10,086 
daskntuensees cere etre Se ek 3,934 4,893 14,728 23,555 
Aileae tiicic devices seen ae eae ae 5,111 140 4/800 10,051 
British Columbia.........--0+-2ee-e cere reeee PANS Ee ee 5, 676 7,048 
15,020 5,337 30, 383 50, 740 


Loans and Advances, Non-Active 


Under this head are included amounts paid 
by way of loan which are treated as non-active 
and which, being non-interest producing, are 
considered in the accounts as additions to the 
net debt. They include the amounts paid 
in connection with the operation of the Cana- 
dian National Steamships, the deficit of the 
Montreal harbour bridge, and loans to a 
number of the harbour commissions. The 
net amount of such loans in the past year 
was slightly over three million dollars. 


78692—3 


For the operation of the Canadian National 
Steamships, we paid $986,000, made up of 
$968,000 being the cash deficit on the West 
Indies Services, and $18,000 being the cash 
deficit on the operation of the ships remain- 
ing in the Merchant Marine fleet. Owing to 
further reductions in the number of ships 
operated, the Canadian Government Merchant 
Marine has found it possible to return to the 
government an additional one million dollars 
from the insurance fund which has been accu- 
mulated during the operations of the company 
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since 1919. After receiving this amount, the 
result is a credit of $14,000 for the year on 
account of Canadian National Steamships. 

The amount paid by the dominion govern- 
ment for the operation of the Montreal har- 
bour bridge was $489,000. This represents the 
loss incurred by the bridge, not including de- 
preciation and after crediting the annual con- 
tribution of $150,000 each from the province 
of Quebec and city of Montreal. 

The non-active loans to the harbour com- 
missions at Chicoutimi, Halifax, Quebec, Saint 


John and Three Rivers for expenditures on 
capital account, amounted to $1,600,000. Other 
capital expenditures were incurred by several 
of the Commissions during the year, special 
arrangements for financing having been made 
between the commissions concerned and the 
contractors, with the approval of the gov- 
ernor in council. 


The following statement gives the record 


of non-active loans and advances for the 
past five fiscal years: 


Loans and Advances, Non-active 


(600 omitted) 


—— 1929-30 1930-31 1931-32 1932-33 Estimated 
1933-34 
$ $ $ $ 
Loans to Can. National Railways............. 6033) Peres gel) brace el et arte deere ea ome 
Loans to Can. National Steamships...........- 2,491 1,827 1,199}(er.) 1,383}(er.) 14 
Loans to Harbour Commissioners............. 2,821 3,661 1,913 4,898 2,110 
Miscellaneous Non-Active Accounts............ Vailas cvicat eae 2 opantiees, See | Ros evar es | See 
Can Paciiewh alway Ahelieti Acts) eeeetns lee aa ocacrt eee taee es ee eee 1,447 1,000 
Accounts carried as Active Assets transferred 

GO: INCOMeA CBIV Grohe sn tas tegitesns tes eCommerce orca tees I eee | ee | ee ee Oo OSSien tere 
8, 262 5,488 oath? 67,900 3,096 

*Canadian National Railways—Loans of 1931-32.............0..e0ceeccesseeee $* 41 19% 

Sundry Harbour Commissions—Advances prior to 1932-33.................0-. 21,817 


In addition to the non-active loans to har- 
bour commissions, there were loans of $449,000 
to the Montreal commission and $1,208,000 
to the Vancouver commission for port de- 
velopments, and the amount of $19,000 to New 


loans, they are treated as active assets and are 
not part of the net debt. 

For purposes of record, I include a state- 
ment of the advances to harbour commissions 
in the past five years and of the amounts out- 


Westminster. As interest is received on these standing at the close of the fiscal year. 
Advances to Harbour Commissions 
(000 omitted) 
Estimated 
== 1929-30 1930-31 1931-32 1982-33 1933-384 

$ $ $ $ $ 
Ciicoutinal:. 20s. eee ee ee cranes 815 846 465 324 332 
ISIN hey ne pee et co nc eT ene 15272 3,539 2,752 1,028 151 
MOUS Ta eur «thao ene 4,336 2/291 1,412 584 449 
Montreal—Bridge deficit. .......0....l..e.. een. 170 584 895 489 
iNew: (Wiestuninstert inet tac cet. ARC ees Okt | eer 189 66 19 
Quebec BETO MOOT aay RET ee ae Be 2,821 3,491 1,379 341 107 
Saint John SOC ROMO) Ont hee ee NEA 1,094 5, 764 2,654 924 
PRBTCCHEVLV. OLS: n t= cr yanh ee ie Ohta 136 1,544 747 160 107 
Mancouverrkhe: ter. sbh., te, eves tema 845 2,802 SOD tee het e o 1,208 

11,436 15,777 14, 051 5,547 3,786 
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Advances to Date 


ps ea hte ere 


Montreal—Bridge Deficit 


How Westminnter 4.4. 125.59. SEU Ge. 


2 | SPehaskee 


pe ON he ee SS SS eee 


Canadian Farm Loan Board 


The dominion continued to purchase at par 
the board’s five per cent bonds to the extent 
that loaning operations required. Bonds pur- 
chased amounted to $400,000 and a subscrip- 
tion of $16.243 was made to capital stock. The 
capital furnished to date from the dominion 
treasury for the operations of the board 
aggregates $8,503,358, divided as follows: 


Initial capital. . 2 . -$5,050,000 
Purchase of bonds.. .. . .. 38,000,000 
Purchase of capital stock.. .. .. 453,358 

$8,503,358 


The board has paid all interest due the 
government as it accrued. 


Canadian National Railways 


As the annual report of the trustees of the 
Canadain National Railway system has shown, 
railway operating revenues suffered a further 
decline of $12,500,000, or nearly 8 per cent, 
in the calendar year 1933. The loss in revenues 
was almost entirely covered by a saving in 
operating expenses. However, as the manage- 
ment had made its budget for the year on 
the basis of the gross earnings of the previous 
year being substantially maintained, the 
amount required from the dominion govern- 
ment for the payment of deficits exceeded the 
estimated figure by $4,300,000. The amount 
provided by the government and taken into 
the public accounts as an expenditure in 
respect of the deficit on the Canadian 
National Railway system, after payment of 
interest on obligations in the hands of the 
public was $58,950,000, a decrease of 
$1,100,000 from the previous year. The net 
loss of the system as shown by their accounts, 
amounted to $97,650,000. The difference be- 
tween this sum and the contribution of the 
government above referred to, is made up 
of $36,000,000 for interest on loans from the 


73692—34 


government—such interest being accrued in 
the railway accounts but not actually paid 
—and $2,600,000 for certain other non-cash 
items. 

The amount paid for deficits is made up of 
two parts: that for the system, excluding 
eastern lines, $52,200,000, and that for the 
eastern lines, $6,600,000. In the dominion 
accounts of previous years and in the budget 
statements, it has been the practice to include 
the loss on the eastern lines under ordinary 
expenditures. That practice has followed 
naturally from the days when the govern- 
ment’s interest in railway operation was 
limited to the Intercolonial and other lines 
known as the Canadian government railways. 
Last year for the first time, following the 
recommendation of the Royal Commission 
on Railways and Transportation, the whole 
railway deficit was taken into the accounts 
of the dominion as an expenditure, but the 
portion for the eastern lines was shown under 
ordinary expenditures and the portion for the 
rest of the system was shown as a special 
charge to consolidated fund. For the purpose 
of clarity in the presentation of the figures, 
the amount for eastern lines deficit has been 
excluded this year from ordinary expenditures, 
and the necessary adjustments have been 
made in the figures for the previous years 
in order that the comparisons may not be 
disturbed. The amount required for railway 
deficit, including eastern lines, will be found 
in the summary statement of expenditures 
under the special category of railway deficits. 

There has, of course, been retained under 
ordinary expenditures the amount involved 
in the 20 per cent freight rate subsidy author- 
ized by the Maritime Freight Rates Act. 

In addition to the provision for deficits, 
the railway company required $1,900,000 for 
capital expenditures and $11,300,000 for retire- 
ment of debt, these items totalling $13,200,000. 
Against this sum, the company had $5,000,000 
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of working capital available, leaving $8,200,000 
to be supplied by the government by way of 
loan. Notwithstanding that the operating 
results were less favourable than anticipated 
at the commencement of the year, the com- 
pany kept within its budget, the additional 
amount required for deficits having been 
made up by a saving in capital expenditures. 

As at the end of March, 1934, the debt of 
the Canadian National Railway system out- 
standing in the hands of the public amounted 
to $1,253,000,000, having been reduced by 
$10,000,000 in the past year. Of the amount 
outstanding, $962,000,000 are obligations guar- 
anteed by the dominion. 

During the first three months of the present 
calendar year, there has been a decided im- 
provement in railway earnings and the net 
revenues from operations are some $4,000,000 
in excess of those of the corresponding period 


in 1933. The railway budget for 1934 will 
total $85,800,000. Of this amount, $48,800,000 
is the estimated requirement for deficits, and 
if this result is attained it will mean a lessen- 
ing of the burden on the dominion treasury 
as compared with last year, of over $10,000,000. 
The company will require $4,200,000 for capi- 
tal expenditures and $32,800,000 for retirement 
of capital obligations, including sinking fund 
and equipment principal payments. On Sep- 
tember 1, $17,000,000 of Canadian Northern 
dominion guaranteed 4 per cent debenture 
stock will fall due. 

The following statement summarizes the 
financial requirements of the Canadian 
National Railway system in respesct of the 
calendar year 1933, as compared with their 
budget figures and with the actual require- 
ments in 19382: 


Canadian National Railways 


FInanciAL REQUIREMENTS 


Deficit:— 


System (emeasternidlines) seme eee cecencemaniee ae 
Hastermiines eos eee on one oreo 


Canitaliexpendituressestaao aise soine eee 
Debtretirement vg. Seemed ae we ee ee 


Less working capital available................+.e00.- 


UNanoyiieujidete boreCWs ea cipAioeq nena bone heoon 


Summary of Expenditures 


Having dealt with the expenditures for the 
year under the appropriate headings, it is now 
possible to present a summary statement of all 
expenditures for the year, including railway 
deficits. The total amount is $459,200,000 as 
compared with $468,726,000 in the previous 
year, a net reduction of $9,500,000. Actually 
the statement shows a total expenditure last 


Actual Budget Actual « 
1983 1933 1932 
$ $ $ 

Sea ravetsoe 52,263,819 47,941,395 53,422,661 
sawesee 6, 691, 569 6,611,000 6, 685, 845 

58, 955,388 54, 552,395 60, 058, 506 
schastterus 1,958,116 5,993,121 799,158 
Sele 11,269, 985 12, 265, 584 11,510,178 

72,188,489 72,811,100 72,367, 842 
Sc tegerets 5,000, 000 5,200, 100 4,231,997 
Pe ernie 67,1838, 489 67,611, 000 68,185, 845 


year of $531,700,000, but it will be remembered 
that $62,938,000 of this amount represented 
loans made in previous years to harbour com- 
missions and the Canadian National Railways 
which were written down from active to non- 
active assets, and strictly are not assessable 
against last year’s business. 

The summary of expenditures for the past 
five years followed: 
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Summary of Expenditures 


(000 omitted) 
> Estimated 
1929-30 1930-31 1931-32 1932-33 1933-34 
$ $ $ $ $ 
Ordinary expenditures................... 353, 399 382, 827 365, 873 349,811 347, 702 
Capital expenditures.................... 22,561 28, 222 16, 980 8,548 6,570 
Special expenditures.............. 9,839 16,789 55,476 43,365 42,904 
Loans and advances—non-active......... 8, 262 5, 488 3,112 67,900 3,096 
Can. Nat. Railway deficit:-— 
System: ex.-cantern lines* .! 3). An ee ce lo eee eee 53, 423 52, 264 
Hgstarn Neat tose, 4. « dail ciste tee 4,308 6,712 6, 632 8,717 6, 692 
398, 369 440, 038 448 073 531, 764 459, 228 


*Corresponding figures for operations in the years 1929, 1930 and 1931 were $9,978,000, $28,425,000 
and $52,256,000 respectively. In respect of these losses, $2,932,000 was taken into the government accounts 
as non-active loans in 1929-30, representing the 1929 loss after crediting certain surpluses in previous years. 
The losses in 1930 and 1931 were financed by loans and/or guarantee of securities, Government loans of 


$41,121,000 in respect of 1931 operations appear in the above statement under Loans and Advances, Non- 


Active, for the year 1932-33. 


Deficit for Year 


With ordinary expenditures of $347,700,000 
and ordinary revenues amounting to $323,- 
600,000, it will be seen that the deficiency on 
ordinary account was $24,100,000. The com- 
parative figure for the previous fiscal year was 
$43,200,000. Notwithstanding the failure of 
the revenues to reach the anticipated figure, 
it will be observed that on ordinary account 
a net improvement of $19,100,000 took place. 

After taking into consideration capital ex- 
penditures and special expenditures, including 
unemployment relief, less special receipts, it 
will be found that the deficit for the year on 
government operations, amounted to $76,300,- 
000. This figure is further enlarged when 
there are taken into the government accounts 
the losses on operation of the Canadian Na- 
tional Railway system amounting to $58,900,- 
000. The resulting increase in net debt dur- 
ing the year on all accounts is $135,200,000. 
The corresponding figure for the previous 
year was $157,700,000, indicating a betterment 
of $22,500,000. 


Reductions in Expenditures 


In view of the interest in the question of 
the cost of government generally in Canada, 
it may be appropriate to present some figures 
briefly analyzing the purposes to which the 
outlay of the dominion government is applied, 
and indicating the extent to which, by the 
various measures of economy which have been 
adopted, controllable expenditures have been 
reduced since 1930-31. For the purpose of 
these comparisons, the extraordinary and 
fluctuating amounts required for railway 
deficits and unemployment relief, are ex- 


cluded from the figures, but all other expendi- 
tures of the government are included. 

In the year which thas just closed, such 
expenditures totalled $364,000,000. Of this 
amount, $230,000,000 was required for pur- 
poses classed as uncontroMable and $134,000,- 
000 for controllable. In other words, out of 
every $100 expended $63 went for expenses 
designated as uncontrollable and $37 for 
services that are ordinarily regarded as con- 
trollable. The main services under uncontrol- 
lable are interest on public debt amounting 
to $139,700,000; war pensions, $41,700,000 and 
treatment and after-care of returned soldiers, 
$9,500,000. These three items alone account 
for 83 per cent of the expenditure included 
under the category of uncontrollable. There 
are, in addition provincial subsidies, $15,300,- 
000; old age pensions, $12,500,000, and some 
minor items which do not add greatly to the 
total. All other expenditures whether on 
ordinary or special account, or capital or non- 
active loans and advances, are included for 
the purpose of these computations under the 
heading of controllable. 


I should point out that there are included 
in the latter classification many items of a 
statutory nature which are not controllable, 
in the sense of being subject to reduction at 
the will of the government but they are in- 
cluded in that category because they pertain 
to the ordinary services of government. I 
might cite, for example, dry dock subsidies 
and the similar payments made in connection 
with the establishment of cold storage ware- 
houses. 


As compared with the year 1930-31, the un- 
controllable expenditures for 1933-34 were 


18 


EEE 


greater by $19,000,000 due mainly to increased 
charges for interest on public debt and old 
age pensions. : 

The controllable expenditures, however, 
have declined from $217,000,000 to $134,000,000, 
a reduction of $83,000,000, or over 38 per cent. 
After allowing for the election expenses of 
two million dollars in 1930, for which there 
was no corresponding charge last year, the 
improvement stands at $81,000,000. This de- 
erease has been brought about by a curtail- 
ment of $50,000,000 in ordinary expenditures 
and a reduction in capital and other expendi- 
tures of $31,000,000. To achieve this result, 
there has necessarily been a rigid scrutiny and 
control of departmental activities and per- 
sonnel. From 1930 to 1933, government em- 
ployees, including fluctuating as well as perm- 
anent staffs, were reduced by over 12,000 in 
number. The saving in salaries and wages 
exceeds $10,000,000 a year, not including the 
saving of some $7,800,000 arising out of the 
10 per cent salary deduction. 

There is further comparison which may be 
illuminating. In the fiscal year 1913-14, the 
ordinary controllable expenses of government 
amounted to $87,000,000, as compared with 
$123,000,000 last year. While these figures 
indicate an increase of $36,000,000, in a period 
of twenty years’ growth and development of 
the country, there are important adjustments 
to be made to bring them to a comparable 
basis. 

Of the increase of $36,000,000, over $17,- 
000,000 is applicable to the Post Office de- 
partment, the services of which have neces- 
sarily expanded in twenty years. The in- 
creased expenditure has been compensated for 
by a corresponding addition to the revenues 
and is not a contributing factor to the deficit 
of the government. Eliminating post office 
expenditures, the comparable figures become 
$73,000,000 for 1913-14, as compared with 
$93,000,000 in 1933-34, an increase of $20,- 
000,000. In the interval, the population of 
Canada has increased from 7,600,000 to 10,- 
300,000. The cost of maintaining public ser- 
vices has necessarily been influenced by the 
growth in population, as well as the addition 
of new services. Yet the actual expenditures 


to-day on the ordinary controllable services 
of government are less than they were in 
1913-14 considered on a per capita basis. The 
figures are at $9.60 a head in 1913-14, as com- 
pared with $9.03 last year. 

In appraising this result, note should be 
taken of the cost of new services added in 
the interval. It now costs $5,000,000 more 
annually to collect the public revenues than 
in 1913-14, due to the amplification of the 
taxation system. While the percentage cost 
of collection is lower, the actual expenditure 
has naturally been increased. The cost of 
administering the public debt is included 
under controllable expenditures and requires 
about $500,000 more than in 1913-14. Other 
new items are $1,000,000 for the Radio Com- 
mission, $320,000 for radio services, $1,600,000 
for the Aviation Branch of the Department 
of National Defence, $380,000 for National 
Research Council and $2,750,000 for the move- 
ment of Canadian-mined coal. These items 
alone total $11,000,000. There are other items, 
such as the cost of operation of the new 
Welland ship canal, increased expenditures in 
connection with the grain act, amounting to 
some $1,300,000, and other expenses such as 
those arising from improvements in the 
status of labour, workmen’s compensation and 
the eight-hour day, which have added, and 
quite properly so, to the cost of certain ser- 
vices. 

Viewed in the light of these comparisons 
with the expenditures of 1913-14, and not 
desiring to minimize the necessity for the 
closest scrutiny of the cost of governmental 
services, particularly in view of the weight 
of our fixed charges, it does appear that the 
controllable expenditures have now been re- 
duced to a point from which it will be diffi- 
cult to effect further substantial savings with- 
out curtailment or discontinuance of services 
which are considered to be essential. 

A comparison of the expenditures in the 
years 1913-14, 1930-31 and 1933-34, divided 
under the headings controllable and uncon- 
trollable, is shown in the following statement, 
which also shows the percentages of the total 
required for the various services. 
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(000 omitted) 
eGVGVvVNHKNeNNNX00*E*_ltReleloeeeee—eseeee=aoaoaoaeoq_oaoOoDoOoOQ=~<~<~— 
1913-14 1930-31 1933-34 
Percent- Percent- Percent- 
— Actual age of Actual age of Esti- age of 
expendi- total expendi- total mated | total ex- 
ture expendi- ture expendi- | expendi- | penditure 
ture ture ture estimated 
$ $ $ 
In General Uncontrollable— 
Interest on public debt................ 12,894 9-36} 121,290 28-28} 139,730 38-36 
Piwsonean war pensions: 2.....:.. Siegeal.eee. tee. 44, 234 10-31 41,777 11-47 
Old age PENMONI Le. co diced. eRe | shone eA. eee 5, 658 1-33 12,500 3-43 
Other pensions and 5 eae ari ge 756 0-55 5, 037 1-16 4,561 1-25 
Care of returned soldiers. . St [eR I 9,774 2-28 9,517 2-61 
Subsidies to provinces................ 11, 280 8-19 19,036 4-44 15, 327 4.21 
Cia ahartta 4 Se. odecks Od. hate. aoe 3,101 2-25 6, 657 1-56 7,076 1-94 
28,031 20-35) 211,686 49-36) 230,488 63-27 
Controllable— 
Ordinary— 
PEIOUIUIG. coy carne Sach maaan 3,271 2-37 10,119 2-36 7,025 1-93 
ISNOIGR rire Alea ts 4 oe ba vt 1,655 1:20 2,275 0-53 1,433 0-39 
Bard tans Afi nares ris acts. writs « deh 2,120 1-54 5, 847 1-36 4,139 1-14 
Li cate: eee ee cme eed ee 5,132 3-73 8,104 1:89 2,874 0-79 
Justice—including penitentiaries..... 2,469 1-79 5,775 1-35 5, 200 1-43 
Marine—including radio commission 4,915 3-57 8,030 1-87 6, 560 1-80 
Mines—including movements of coal 741 0-54 1,934 0-45 3,690 1-01 
National Defence................... 12,011 8-72 23, 626 5-51 13, 552 3-72 
National Revenue.................. 5, 124 3-72 13,972 3-26 10, 336 2-84 
Post Ofice se: a a ee ee 13, 566 9-85 37,892 8-83 30,801 8-45 
Publie Works.6ss2. 20). eck, Sie 20, 288 14-73 25,453 5-94 11,141 3-06 
Railways and Canals..............- 2,279 1-65 4,043 0-94 3,189 0-88 
Royal Canadian Mounted Police... 1,101 0-80 3,005 0-70 5, 367 1-47 
Trade and Commerce............. 5,323 3-87 8,407 1-96 6,964 1-91 
Other sorvidesc.cosiek Joes dee. 7,009 5-09 16,723 3-90 11, 241 3-09 
87, 004 63-17] 175, 205 40-85] 123,512 33-91 
Capital— 
Hail wae svn Osan <cbeee: denen 7,103 5-16 9,842 2-29 1,987 0-54 
BENT le Ar RN, 2 cara ee 2,847 2-07 6, 371 1-4¢ 767 0-21 
FURUC VueEH Cee acer meee oie 10, 100 7-33 12,009 2-80 3,816 1-05 
20,050 14-56 28, 222 6-58 6,570 1-80 
Special, including miscellaneous charges. . 32 0-02 9,456 2-21 2,063 0-57 
Loans and advances non-activée............. 2,612 1-90 4,325 1-00 1,639 0-45 
Total controllable.............. 109, 698 79-65 217,208 50-64 133, 784 36-73 
Total uncontrollable and controllable. ... 137,729 100-00} 428,894 100-00} 364,272 100-00 
Not included in the above— 
Canadian National Railways— 
Deficit, exclusive of eastern lines....|..........]....000ee> POS A IB hory ats 3 : 52,264 
Kastern Linas Galiettst 65s enea> stun / Han, ee Coane Clee: oe, RH Re a ae 
Unemployment relief... Fepeenyes fetes bet Al Me 3 tN) delle Sard BO AGO tre sauaore de 
Canadian Government Railw ays— 7 
Capital and deficit... ...........6.4. AT ,QOG\. 2 oc. es eat aera ai ili ele Sg Leste 
Railway subsidies... . 60. sis wnn ves pS ey ee (eee be ee emmy | (Se Pee ee 


* Not taken into Government accounts in 1930-31. 
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Loan Flotations 


In the past fiscal year, the dominion had 
securities falling due amounting to $279,900,- 
000. New issues were made for these maturi- 


ties, as well as for new money which it was. 


required to raise for governmental and rail- 
way purposes. 

An issue of 4 per cent registered stock 
dated September 1, 1933, and maturing Sep- 
tember 1, 1958, was made in London. The 
stock is callable on or after September 1, 
1953, on giving three months’ notice. The 
issue was offered to the public at 100, yielding 
4 per cent. As the dominion had not been a 
borrower in the London money market for 
some eighteen years, the response of the in- 
vesting public was awaited with keen expec- 
tation. The issue was an outstanding success, 
the applications totalling 20,000, representing 
over £80,000,000. The success of the offering 
was a tribute to the financial and economic 
stability of Canada and reacted most favour- 
ably on the market position of dominion 
securities at home and abroad. The stock 
has risen to a premium and is now selling on 
a basis to yield less than 34 per cent. The 
terms of the issue provided for a sinking fund 
of one-half of one per cent per annum. 


An issue of 4 per cent treasury notes dated 
July 1, 1938, was made in New York for the 
purpose of refinancing a like amount of 4 
per cent notes due October 1 and called for 
payment on August 1. The new issue runs 
for 15 months from July 1, 1938, and is call- 
able on or after 12 months. The issue was 
sold to the Chase National Bank of New 
York at a price of 98-875 and accrued interest. 

An issue of $50,000,000 of 4% per cent 
treasury bills held by the chartered banks of 
Canada matured August 1, 1933, and provision 
was made for renewal of this obligation by 
the issue at par of a similar amount of bills 
to run for one year, bearing interest at 3% per 
cent. 

Two other issues of treasury bills were 
made during the year. In May last, $40,000,- 
000 of 3% per cent treasury bills due in six 
months were sold to chartered banks at an 
interest cost to the government of 3} per cent. 
These bills were converted into longer term 
securities on their maturity in November. 

A further sale of treasury bills was made 
by public tender. The amount of the issue 
was $15,000,000, dated March 1, 1934, and 
maturing either June 1, 1934, or November 1, 
1934. Of the 3-months’ bills $2,450,000 were 
sold at an average cost to the government of 


2-85 per cent and of the 8-months’ bills 
$12,550,000 at an average cost of 3-12 per cent. 

On November 1 last, provision had to be 
made for $169,900,000 of maturing victory 
loan bonds, the balance remaining outstand- 
ing of the 1918 issue. To meet the obligation 
and provide funds for current purposes, a 
domestic loan of $225,000,000 was launched. 
The bonds were dated October 15 and were 
issued in three maturities: 2-year bonds with 
interest at 34 per cent and 6 and 12 year 
bonds with interest at 4 per cent. The 2-year 
bonds were offered at 99°50 to yield 3-75 per 
cent, the 6-year at 99-00 to yield 4:19 per 
cent, and the 12-year at 96-50 to yield 4:38 
per cent. The 12-year bonds were made sub- 
ject to call, at the option of the government, 
after 10 years, and the issue price represented 
the lowest yield basis on which long term 
dominion securities had ever been offered in 
the domestic market. By way of inducement 
to holders of victory loan bonds, a bonus was 
offered for prompt conversion, and over 
$139,000,000 of the maturing victory bonds 
were turned in for exchange. The banks also 
converted $40,000,000 of 34 per cent treasury 
bills sold to them in May. The total cash 
subscriptions amounted to $76,700,000, of 
which $45,700,000 was accepted. It is inter- 
esting to note that the small investor par- 
ticipated to a large extent in this offering, as 
out of a total of 22,663 cash subscriptions 
there were 16,426 from subscribers for amounts 
of $1,000 or less. In addition, there were 
many small subscribers who turned in their 
maturing bonds for the new issue. 

The amount issued of 2-year bonds was 
$89,300,000, of the 6-year maturity $47,200,000, 
and of the 12-year maturity $88,300,000. The 
average interest cost on all maturities was 
4-17 per cent, after including bonus for 
prompt conversion and commissions paid to 
banks and dealers. The expenses of issue, 
including commissions, advertising, printing, 
etc., were less than one-half of one per cent. 

It is a matter of considerable satisfaction 
that the year’s financing has been carried 
through so successfully at rates of interest 
that have been progressively favourable. Over 
$858,000,000 of war and victory loans bonds 
have been converted into new securities since 
1930 in connection with which there has been 
a saving in interest in excess of $9,000,000 a 
year. 

The direct obligations of the dominion in 
the form of unmatured funded debt and 
treasury bills are listed in the following 
statement: 
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Unmatured Funded Debt and Treasury Bills as of March 31, 1934 and Annual Interest Charges 


Date of maturity 


19387—Mar. 
Dec. 
1938—July 
July 
July 
July 
19389—Oct. 
1940—Sept. 
1341—Nov. 
19438—Oct. 
1944—Oct. 
1945—Oct. 
1946—Feb. 
1947—Oct. 
1950—July 
1952—May 
Oct. 
1956— Nov. 
1957— Nov. 
1958—Sept. 
1958—Nov. 
1959—Nov. 


we se le wie 


tol abs no 


eR RR RR HR OTC DD ERE Or Ore BOO G9 Go Wo OT Orr 
AS lS al 


Digb ie UR. 6 ivi scien c cues cone aris 
Treasury Bills due June 1, 1934.........].......- 
Treasury Bills due Nov. 1, 1934........]........ 


289,693,300 00 
93,926,666 66 
100,000,000 00 
2,450,000 00 
12,550,000 00 


2,858, 558,457 24 


Where Amount of Annual interest 
payable Loan charges 
$ $ 
23,467,206 27 821,352 22 
33,293,470 85 1,664,673 54 
50,000,000 00 1,937,500 00 
narisotted 60,000,000 00 2,400,000 00 
Pee arb ae 35,000,000 00 1,400,000 00 
eine 222,216,850 00 12,221,926 75 
874,000 00 43,700 00 
sSemamtc 25,000,000 00 1,000,000 00 
PeSGuER. A? 89,393,000 00 3,128,755 00 
wai MMe 40,000,000 00 1,800,000 00 
Pee i ae 79,535,200 00 3,976,760 00 
89,787,100 00 4,489,355 00 
eh, Sor 236,299,800 00 12,996,489 00 
8,071,230 16 242,136 90 
18,250,000 00 547,500 00 
10,950,000 00 328,500 00 
15,056,006 66 526,960 23 
47,269,500 00 1,890,780 00 
75,000,000 00 3,375,000 00 
141,663,000 00 7,083,150 00 
147,000,100 00 7,350,005 00 
50,v00,000 00 2,250,000 00 
88,337,500 00 3,533,500 00 
45,000,000 00 2,025,000 00 
4,888,185 64 122,204 64 
137,058,841 00 4,797,059 43 
100,000,000 00 5,000,000 00 
56,191,000 00 2,247,640 00 
43,125,700 00 1,940,656 00 
37,523,200 00 1,688,544 00 
73,000,000 00 2,920,000 00 
elite Pellet 276,687,600 00 12,450,942 00 


15,933,131 50 
3,757,066 67 
4,000,000 00 


131,890,287 88 


Payable in Canada.aes cases oda ates a kisieubane 
Payable in Canada and New York........... 
Payable tr NOW LOPiyeesssees ee pamennen ets 
Payable a hondone eck. r se acmay seve ees 


ayhereaa $ 2,083, 229,220 85 72-88% 

Ano: 90,661,100 00 3-17% 

stagetei ave 300,000,000 00 10-49% 

s Sista 384,668,136 39 13-46% 
$ 2,858,558,457 24 100% 


Less bonds and stocks of the above loans held as 


making Fuss ys.026 03x Rape Ye rane t tee © 


(a) Tax free in Canada. 
(b) 54% to Nov. 1, 1934. 


Indirect Liabilities 


Bonds outstanding at March 31, 1934, bear- 
ing the guarantee of the government of 
Canada, amounted to $993,000,000, having 
been reduced by approximately $3,000,000, in 
the year. 

During the year some further contingent 
liabilities were assumed, under the authority 
of the Relief Act. In June last, 5 per cent 
treasury bills of the provinces of British Col- 
umbia and Manitoba were guaranteed to the 


69,406,434 43 
$ 2,789,152,022 81 


amounts of $626,533 and $5,894,127, respec- 
tively, in order to enable these provinces to 
raise monies required for the payment of 
obligations due in New York. Also in the 
month of June last, two guarantees were given 
in connection with the production of 30,000 
tons of steel rails by the Algoma Steel Cor- 
poration and 50,000 tons of steel rails by the 
Dominion Steel and Coal Corporation, both 
orders being for the Canadian National Rail- 
ways. The guarantee of the dominion is 


—— 


limited to $660,000 in the case of the Algoma 
order and $1,100,000 in the Dominion Steel 
and Coal order. The amount of the guaran- 
tee represents approximately one-half of the 
amount involved in the purchase and is re- 
lated to that portion of the cost represented 
by wages and materials that had to be bought. 
The government also undertook to pay 
interest at 5 per cent on the amount of the 
guaranteed advances until the rails are de- 
livered. 

For the purpose of enabling the Canadian 
Pacific Railway Company to meet capital 
obligations and indebtedness, payable partly 
in Canada and partly in the United States, 
the dominion guaranteed advances and 
interest thereon to the amount of $60,000,000 
obtained by the company from Canadian 
chartered banks. In view of existing condi- 
tions, the company found itself unable to 
make a public issue of securities in the 
markets in which such financing would ordi- 
narily have been done. The bank loans are 
secured by $100,000,000 par value of Cana- 
dian Pacific Railway Company 4 per cent 
perpetual consolidated debenture stock. 

Reference has been made in the previous 
budgets to the assistance given by way of 
guarantee to western wheat marketing 
agencies. It may be observed that in con- 
nection with the marketing of the 1931 and 
1932 crops, the advances which were obtained 
by the pools in Manitoba, Saskatchewan and 
Alberta, under guarantee of the dominion, 
were repaid and no Nability was incurred by 
the government. In 1933, the marketing 
agencies were able to finance their operations 
without government assistance. An order in 
council passed in April last under the Relief 
Act, 1933, continued the guarantee given to 
Canadian Cooperative Wheat Producers 
Limited, in respect of advances obtained for 
the marketing of the 1930 crop and the 
purchase of grain contracts made and to be 
made in order to secure the advantageous 
sale of wheat under their control. In so far 
as the latter guarantee is concerned, it will all 
depend, as stated before, upon the world wheat 
situation and the course of wheat prices as 
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to whether there will be any ultimate loss 
to the dominion treasury as a result of this 
guarantee. It is fairly generally recognized, 
however, that the assistance which has been 
given in this direction has been of material 
advantage to wheat producers in particular 
and to the country as a whole, as otherwise 
the selling pressure at certain periods of the 
year, without some stabilizing influence in the 
market, would undoubtedly have resulted in 
harmful and depressing fluctuations in grain 
prices. 

The guarantee authorized in 1932 in respect 
of bank advances of $15,538,500 to the Beau- 
harnois Light, Heat and Power Company, 
was amended slightly to accord with the re- 
organization of the capital structure of this 
company. Recently a public issue was made 
of a portion of the first mortgage bonds 
securing the guaranteed bank advances, and as 
a result the amount of the guaranteed ad- 
vances outstanding will be reduced by about 
one-half. 

The guarantees given under the relief acts, 
as at March 31, 1934, amounted to $93,296,000, 
apart from those relating to wheat which 
are not for a stated sum and fluctuate from 
day to day. The list is as follows: 


Guarantees under Relief Acts 


Principal 
amount 
of guarantee 
outstanding 
March 31, 1934 
Province of British Columbia.. $ 626,533 
Province of Manitoba.. K 5,894,127 
Province of Manitoba Savings 
OKC Ale oie EAM METIS Gicrarood 10,844,853 
Algoma Steel Corporation... .. 660,000 
Dominion Steel and Coal Cor- 
ODA LIOMS mere ics 1 eget 540,000 
Canadian Pacific Railway Com- 
Dalya: 28 Be pon ee eee) 60,000,000 
Beauharnois Light, Heat & Power 
Companyrsc. ueyclonei ee 14,105,558 
Government of Newfoundland... . 625,000 
Canadian Co-operative Wheat 
Producers) Wtd-< =. =. «+» UWnstated 


The statement of bond issues guaranteed 
by the dominion government, outstanding at 
March 31, 1934, follows: 


23 


Bonds Guaranteed by Dominion Government as at March 31, 1934 


Date of Maturity 


Issue 


Interest 
Rate 


Amount 


Outstanding 


% 

Gk LOUK. |. oe eee Mace amiets Matis INOQUGHOLD 1.02 cs <foerreid marae gist one ara 4 $ 17,060,333 33 
eat (oie 8 ae ane aa Saami 5 2 Maas INOPEBORIOD ccc aha cranninisi ohare crue oe 44 17,000,000 00 
So I NO 0 SRE SRE Serer © Crand ‘Drank A ccpeclraicsces eee ere 6 24,220,000 00 
Got, .1,.1940. .. Paemere aeons ASTRO ME TUDE f.1q.04 2 cieate elev lstcaReicatete atu 6 23,740,000 00 
eg... 1, 10405. taoa pone couse Can. Northern s 251 sak si bnc ce siererdatele ve 7 23,779,000 00 
Jaky? ° "9, 1646"... Sr eee PAN OT EDETIAG Sc c5 scan panies an sie liters 65 24,238,000 00 
Avril 1, 1048)... 9.27 sea See New Westminster Harbour Comin...... 42 700,000 00 
mont. 2, 1961... tae eee es ons Capadian National .. A tesvasdeoe ees cee 45 50,000,000 00 
Rue? Th 1052... ee Beet eens Saint John Harbour Comm.............. 5 667,953 04 
ry) 1G. LG6a. see te ee ee Ghia NOPE DONTT, c.S scarce ccmer euerae ee 3 9,359,996 72 
Mabe ies, 390622 sae ame Naiinnal ee o.oo ces < es eiscen ree 5 50,000,000 00 
RICNIG BB TE co, Few itty semce aerate Can. National... csc.sacee ee oe ene 45 26,000,000 00 
U1 PS SE i ee er Poe Seo Can. National (West Indies) Steamships. 5 9,400,000 00 
Jane) 4t6,40bne <r eee Can. National 43 50,000,000 00 
Wits Dabs o OOGe ack. CES: Seni Can. National... 45 70,000,000 00 
ASNT a 4 al C1 7 ge ena ene ey Can. National... 44 65,000,000 00 
VL ea GS ee Ar ee 4 Can. Northern 33 7,896,557 31 
Mas: © 2, 2000 2 Cece Can. Northern Alberta 35 3,149,998 66 
May’ 10, 9961. e...6cs 5h katt 14k Cane Northorm Ontario... .... cs2s ase 34 34,229,996 87 
meerreer th  1OG0 tn arc Rhee ei Grand "Erunk: Paeitiersicc..secessmecet os 3 34,992,000 00 
Bf EL > Re emi eee es 2 Grand Tropk Pacifiioss & «i.e. iewlebals 4 8,440,848 00 
Dec. 7 CL SR IR et ot Lgl Cain) Nana ..0 8 taxa donee eet 4h 35,000,000 00 
gals © ris 1060.2. oe tes er as (ia MAEIOBA bee se seit: sca ocete resents ga eee 5 60,000,000 00 
6G, 8 LBGR. 2 cae cree eine Gans National... .ccts oceccte tenes rane te 5 60,000,000 00 
Noy. 1,190... Sam. - Harbour Comm. of Montreal............ 5 19,000,000 00 
Belen (2 107¢. 3 9 eee Can. National. < tikes senate ok 5 18,000,000 00 
By tenders or drawings........... Cany Nationals . ccs scp seesaw eemsn 2 27,178,703 00 

Various dates 1934-54............. City of St. John Debs. assumed by St. 
John Harbour Comm 'rs....5..4.6.6.. Various 1,266,018 80 
Serial-Feb. 1 and Aug. 1, 1934-38..|Can. National Equip. G............ i} 6,750,000 00 
Perpetué BL aoc FE « Set Rae Ee kee Grand Trunk Guaranteed Stock 4 60,833,333 33 
» Ie ts Gieidaciem Reet ts Grand Trunk Debenture Stock.......... 5 20,782,491 67 
EEE nee ey Ee Great Western Debenture Stock......... 5 13,252,322 67 
ee ee ea TOR RTT Grand Trunk Debenture Stock.......... 4 119,839,014 33 
Te Bt heen ree North. Ry. of Canada Deb. Stock....... 4 1,499,979 67 


Completing the statistical presentation of 


the affairs of the dominion, a statement of follows: 


Liabilities, March 31, 1934 (Estimated) 


Dominion notes outstanding. . 

Bank circulation redemption ‘fund... 

Insurance and superannuation funds— 
Government annuities. oes 
Insurance fund, civil service. esas 
Insurance fund, returned soldiers. . 
Retirement fund. . ew 8 
Superannuation funds.. .. .. .. .. 


Trust funds— 
Indian funds.. . 
Common school funds. . é 
Contractors’ securities ‘deposits. . 
Other trust funds.. = 


Contingent and special funds.. .. 
Post Office money orders, postal notes, " ete., “outstanding... 
Province accounts. — sep 
Post Office savings ‘bank ‘deposits. . 
Funded debt— 

Unmatured.. . 

Matured but not presented for ‘payment. . 


[nterest coupons matured but not presented for payment.. 


34,660,000 
8,440,000 
12,313,000 
7,528,000 
46,335,000 


13,631,000 
2,675,000 
118,000 
2,180,000 


2,789,152,000 
2,500,000 


$993,276, 547 40 


the assets and liabilities as at March 31, 1934, 


$172,400,000 
6,486,000 


109,276,000 


18,604,000 
3,105,000 
4,280,000 
9,623,000 

23,300,000 


2,791,652,000 
1,745,000 


$3,140,471,000 
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Assets, March 81, 1934 (Estimated) 


Active Assets— 


Cash, working capital advances and other current assets. 


Specie reserve.. . 
Advances to banks under Finance | Act... 
Loans to provinces— 


12ers Kodo Go ooeod 6 
Relief Acts... .. .. 

Loans to foreign governments— 
Greece. eater Rehan 
Roumania. : 


Loans to harbour commissioners— 
Montreal. 
Vancouver. . 
New Westminster. 


Canadian National Railways. . 
Canadian Farm Loan Board.. .. 
Soldier and general land settlement. . 
Seed grain and relief advances. . 


Canadian government railways open and stores accounts ats 


Deferred debits— 


Unamortized discount and commission on loans.. 


Net debt March 31, 1934 (estimated) .. 


Represented by— 


$ 14,263,000 


Non-active Assets, March 31, 1934 (estimated)— 


Capital expenditures— 
Public works, Canals. . 
Railways. 


Public buildings, harbour “and Tiver improve- 


ments.. .. 
Military proper ty and ‘stores. 
Territorial accounts. 


Loans, non-active— 
Canadian National Railways.. 
Railway accounts (old).. ..... 
Canadian National Steamships.. .. 
Harbour commissioners— 
Quechbeenc twa acticts 
Chicoutimiy .. << os 
Lalita: talus 
Saint John.. 
Three Rivers. . 
Montreal south shore bridge. . 


Seed grain and relief advances... wens 
Soldier and general land settlement.. 
Miscellaneous advances.. 

Consolidated fund— 


Balance, consolidated fund, brought forward 


31, 1933. 


Excess of expenditure over revenue, fiscal year “ended March 


31, 1934 (estimated) .. 


71,509,000 
40,144,000 
$ 10,169,000 
50,740,000 
60,909,000 
6,525,000 
23,969,000 
30,494,000 
58,422,000 
eh laee eto Mere 22,625,000 
Wey oF aide one 275,000 
_ 81,322,000 
ee orenrattencnatn Seer ete 17,305,000 
SP eter tue AE 8,503,000 
45,402,000 
2,393,000 
15,749,000 
20,782,000 
$408,775,000 
Te on '2,731,696,000 
$ 242,092,000 
444,314,000 
251,061,000 
12,035,000 
9,896,000 
959,398,000 
655,527,000 
88,399,000 
15,353,000 
$ 26,257,000 
Sia Cao 3,282,000 
Rie aaa 8,768,000 
Das ooiecamette 12,748,000 
2,694,000 
1,588,000 
Se 55,337,000: 
mene, 675,000 
ae 16,514,000 
an 3,527,000: 
from March 
811,417,000 
ote 125,549,000 
_——_—_ 936,966,000 
$2,731,696,000 


Ways and Means, 1934-35 


With higher prices and expanding volume of 
business, the outlook for the revenues in the 
current fiscal year is distinctly favourable. A 
substantially increased income over the past 
year is assured even with only a maintenance 
of the gains already made and there are indi- 
cations that the upward movement is being 
continued. The collections in the first two 
weeks of April have been most reassuring. As 


the ordinary expenses of government have 
been kept closely to the amount disbursed’ 
last year, and as there is ground for expecting 
a substantial reduction in the requirements for 
unemployment relief and railway deficits, it 
seems reasonably clear that we can anticipate 
a greatly improved budget position without 
adding to the existing rates of taxation. The- 
taxation proposals therefore are not extensive.. 


25 


Income Tax 


No changes will be made in the schedules of 
income tax rates and exemptions. The five 
per cent tax on interest and dividends will be 
retained for another year. The Income War 
Tax Act, however, will be subject to a number 
of minor amendments, designed primarily to 
remove existing inequalities in its application. 


Sales Tax 


There are a few, but very few, alterations 
proposed in the various taxes at present levied 
under the Special War Revenue Act. I shall 
now enumerate these, commenting very briefly 
where any particular item calls for explana- 
tion. 

It is not proposed to make any change in 
the rate of sales tax nor to alter materially 
the existing schedule of exemptions from this 
tax. There will be transferred to the exempt 
list bakers’ cake and pies, certain sugar bush 
equipment, and milk albumen used exclusively 
in the production of animal or poultry feed. 
Otherwise the sales tax will remain unaltered. 


Excise Taxes 


With respect to excise taxes (apart from the 
changes to be mentioned in connection with 
beer and some of its ingredients which are 
in future to be dealt with under the Excise 
Act), the following changes are to be made. 
The present tax on sugar will be reduced to 
one cent a pound. Glucose and grape sugar, 
except when used in the manufacture of 
leather and artificial silk, will in future bear 
the rate of one-half cent a pound. These 
changes in the tax on sugar will become 
effective as of July first. On sparkling wines 
the tax will be reduced to seventy-five cents 
a gallon. The tax on cigarette tubes imported 
into or manufactured in Canada will be re- 
duced from four to three cents a hundred 
tubes. 

With respect to all imports under the 
British preferential tariff, the special excise 
tax will be reduced by one half, that is from 
three to one and one-half per cent. The re- 
duction will also apply to certain commod- 
ities which under empire agreements enter 
Canada at lower rates of duty than those 
obtaining under the British preference. 

The stamp tax on postal notes issued in the 
amount of $1 and under is to be reduced to 
one cent. 


Tax on Gold 


To replace the revenue lost by the reduc- 
tion in the tax on sugar, it is proposed to levy 
a tax of ten per cent on gold. In this con- 
nection one must keep in mind the fact that 


since our abandonment of the gold standard, 
the price of gold in Canadian currency has 
risen from $20.67 an ounce to approximately 
$35. This is an increase in the selling price 
of the product of our gold mines of about 
seventy per cent. Furthermore, the extra- 
ordinary increase in the profits which accord- 
ingly accrue to gold producers finds its origin 
in circumstances entirely external to this par- 
ticular industry. That is to say, the reason 
for this increase in price is to be found in the 
chaotic conditions of world currencies, the 
depreciation of our dollar in the foreign ex- 
changes and the devaluation of gold by certain 
countries. 

The proposed ten per cent tax will be de- 
ducted from the proceeds of all gold deposited 
at the Mint for sale. On such gold as is un- 
acceptable for treatment at the Mint and is 
exported, the tax shall be collected under 
regulations to be made by the governor in 
council. In order that the tax shall not apply 
when the conditions giving rise to these for- 
tuitous gains accruing to gold producers have 
to a degree disappeared, it is provided that 
the tax shall not operate to reduce the 
amount paid for gold below $30 an ounce in 
Canadian currency. In view of the tax the 
present handling charge incidental to the dis- 
posal and sale of the gold will be discontinued. 

In announcing this tax, it is perhaps ex- 
pedient that I suggest in advance a partial 
view of the circumstances which I believe 
make this form of tax more desirable than 
any alternative form which suggests itself, 
such as, for example, an excess profits tax on 
gold producers. This aspect of the matter 
has received the most careful consideration 
and we are convinced that whilst a tax de- 
signed to reach excess profits has certain 
advantages, the form of the tax as proposed 
is, on balance, best adapted to meet our par- 
ticular situation. 

For example, you are aware that many of 
our mines in Canada in the process of pro- 
ducing gold, produce other metals as well, and 
that in some other mines where base metals 
are the major products, considerable gold is 
recovered in the process. The difficulty which 
would arise in such cases in the levying of an 
excess profits tax would be that of determining 
for taxation purposes the profits due to the 
increase in the price of gold. The proposed 
tax avoids this difficulty. It may also be 
emphasized that the tax will be extremely 
simple in administration and can be collected 
with a minimum of cost. An excess profits 
tax, on the other hand, would necessarily be 
more complex and would involve additional 
expense and administrative machinery. 
Furthermore, the present tax will immediately 


return substantial revenue, while a tax on 
profits, unless made retroactive, would not 
provide additional revenue for the current 
year. 

Against the contention that the proposed 
tax will injure the gold mining industry, it 
can be asserted that little if any of our pro- 
duction is obtained at present on such a 
narrow margin of profit as to be vitally 
affected by the proposed tax. Also, there is 
reason to believe that many of the recently 
discovered bodies of ore are such that profits 
would be realized even if the price of gold 
were at the usual $20.67 level, the price under 
which, I may point out, we attained the 
position of second largest gold producing 
country in the world. 

Finally, it is believed there can be no 
legitimate objection to a tax which will oper- 
ate merely to establish a market price for 
cold of approximately $31.50 an ounce fine 
under present conditions, especially when it 
is remembered that the average price received 
by our gold producers during the last calen- 
dar year was only $28.72 an ounce. This was 
a year, as you are aware, of great prosperity 
in the industry and of intense activity in the 
exploration and development of gold mining 
properties. 

Excise Duties 


The principal change in connection with 
excise duties is a consolidation of the existing 
duty of three cents a pound on malt and the 
gallonage tax of twelve and one-half cents on 
beer now levied under the Special War 
Revenue Act, into a single excise duty of 
seven and one-half cents a pound on malt. 

While this change will result in a slight 
reduction in the rate of taxation to which beer 
is directly or indirectly subject, if calculated 
on a gallonage basis, it is believed that the 
total revenue forthcoming will at least equal 
that currently obtained from malt and beer. 
The new method of administration will assure 
not only more economical but also more cer- 
tain collection of the tax. Furthermore, since 
the duty is to be levied on the malt alone, 
the time of payment will be advanced and 
the revenue secured before the malt goes into 
production. 


In accordance with the above-mentioned 
change the existing duty on beer or fermented 
beverages made from substances other than 
malt has been increased by the appropriate 
amount and the excise tax on beer imported 
becomes an excise duty. The existing tax 
of twenty cents a pound on malt syrup is to 
be reduced to seventeen cents to allow for 
the increase in the duty on the malt used in 
its production and will be levied as an excise 
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duty. In view of the increase in the duty on 
malt the existing tax on sweet wort is to be 
repealed. These changes in excise duties 
become effective July 1. 


Customs Tariff 


Amendments to the Customs Tariff are 
relatively few in number, but not without 
interest, and are summarized as follows: 


Reduction under all tariffs.. .. .. .. 24 
Reductions under British preferential 
PATA. OU ea Anvganh eae posing aes REL 
Reductions under intermediate and 
general tarifis Only... J. .- «» « «© 13 
Increases under intermediate and/or 
emer alls Famiiis).y.mitoec~ ele oeie s ote 
Increases under all tarifis.. .. .. .. .- 1 
Clarification of wording.. 17 
1e4 


Items of major commercial importance on 
which reductions are confined to the British 
preferential tariff include jute yarns, wide 
steel plate, salt cake, crude oil not in its 
natural state, impregnated canvas and spun 
yarns of artificial silk. 

Numerous chemical commodities are 
returned to the free list, the more important 
of these being gum amber, aluminum leaf, 
flotation reagents, ingredients of synthetic 
resins and synthetic kryolite. 

The solitary instance of upward revision 
under all tariffs is that of jute twines, the pro- 
posed rates being the result of an inquiry 
by the tariff board. 

Duties are imposed, under the intermediate 
and general tariffs, on crude peanut oil and 
are increased on certain ferro-alloys. The 
former action provides an empire preference 
contemplated by the imperial economic con- 
ference but not hitherto made effective; the 
latter is intended to protect an important 
Canadian key industry, the only one of its 
kind in the dominion, against the question- 
able commercial practices of certain European 
producers. 

The drawback of duty hitherto granted on 
imported bituminous coal, used in the produc- 
tion of coke in by-product recovery coke 
ovens, has been widened in terms to cover 
coke “produced by any method,” with the 
amount of drawback for the entire item 
reduced from ninety-nine to fifty per cent. 


Tariff Board 


Since its inception in the early part of 
last summer, the tariff board, under Part I of 
The Tariff Board Act, has reported to Par- 
liament upon eleven references made to it 
by the Minister of Finance. The subject 
matter of these reports is as follows: salt 
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cake, impregnated canvas, jewellery findings, 
glass bases for imitation pearls, firearms and 
parts, button blanks, sailcloth of Egyptian 
cotton, jute yarns and twines, collodion 
bronze powders and telegage liquid. As 
respects all but the three last named, the 
Board’s reports are directly reflected in several 
of the tariff proposals being announced to- 
day. These reports will be tabled forthwith. 
In addition, the tariff board has prepared an 
interim report on the wool reference, which 
arose out of an application by the British 
producers of woollen goods, The latter report 
will be tabled shortly. 

Following representations by His Majesty’s 
government in the United Kingdom, this 
government contemplates action by order in 
council whereby the British content require- 
ment shail be reduced from one-half to one- 
quarter, in respect of a wide range of chemi- 
cals, drugs, and chemical commodities. 


Revenues 1934-35 

It is estimated that the total revenue for 
the current fiscal year, after giving effect to 
the changes which have been enumerated, 
will amount to $360,000,000, made up as 
follows: 
Taxation revenue: 

Customs duties... .. .. .. .. ..$ 78,000,000 


Excise duties.. 40,000,000 
Income tax.. 61,000,000 
RGIER FAX ot isk eee Cee EE OU OO 
Manufacturers’, stamp, importa- 

tion and other special taxes.. 55,000,000 


$306,000,000 


Non-tax revenue: 


Post office. . soa BR: . .$ 32,000,000 
Interest on investments. . 11.300,000 
Other sources.. 10,700,000 
$ 54,000,000 

Total.. . .8860,000,000 


The. ordinary expenditures for 1934-35 are 
estimated at $351,200,000. The anticipated 
revenue, therefore, will provide fully for these 
expenditures and leave a surplus of $8,800,000 
to apply on capital and extraordinary ex- 
penditures. 


While the demands upon the treasury have 
not permitted any general lowering of the 
rate of taxation, it is felt that the reductions, 
remissions and adjustments already outlined 
will have the effect of easing the burden in 
those cases where it has borne most heavily, 
and that the single increase in taxation will 
not result in undue, if any, hardship. 

Thoughtful observers have with one voice 
expressed the opinion that the process of 


recovery from this unprecedentedly severe and 
prolonged depression would be gradual. In- 
deed, it may be fairly asserted that too rapid 
recovery would present the danger of an un- 
healthy reaction, and that we would be far 
better off in the long run if improving con- 
ditions should conform to the truth of the old 
adage, “slow, but sure.” 

At the same time, while the improvement 
has been gradual, it has not only been sus- 
tained but has progressively increased. This 
is evidenced by the splendid increases in 
both imports and exports for the month of 
March, which show a proportionate advance in 
volume of trade hitherto unprecedented. 

It is generally recognized that this depres- 
sion and its blighting effects have been world 
wide. This fact of itself has had the tendency 
to produce a “depression psychology,” followed 
by what might be termed a “depression 
weariness.” The result is that we do not so 
readily recognize and properly appraise the 
incontrovertible evidences of reviving activity 
which have made their appearance. 

These signs of improvements are so marked 
as to indicate beyond question that we are 
on the road to recovery. May we with re- 
newed hope, fresh courage and firm step 
press on towards the goal of better and 
happier days which lie not far ahead. 


Resolutions. 


Mr. Speaker, I beg to give notice that 
when we are in committee of Ways and 
Means I will move the following resolutions: 


Income War Tax Acr 


Resolved, that it is expedient to amend the 
Income War Tax Act and to provide :— 


1. That income shall include rents, royalties, 
reservations and other like considerations which 
fluctuate according to the production from or 
the use of the property leased or sold. 

2. That companies exempt from taxation 
under section four, paragraph (k) of the act 
shall not be exempt if they fail to file, without 
reasonable cause therefor, within four months 
from the close of their fiscal period an annual 
return on the form prescribed, and at the same 
time pay a filing fee of one hundred dollars. 

3. That the exemption of $1,000 heretofore 
afforded a trustee accumulating income in trust 
for the benefit of unascertained persons or of 


persons with contingent interests shall be 

abolished. : ; 
4. That interest, dividends, rents, royalties, 

annuities and other periodical payments 


received by executors and administrators of a 
deceased person shall be apportioned as if 
accruing from day to day and_ that portion 
accrued to the date of death shall be taxed as 
income of the deceased. 

5. That the amounts paid by an estate or 
trust for the upkeep, maintenance and taxes 
of any property which under the terms of the 
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will or trust in question are required to be 
maintained for the use of life beneficiaries 
shall be taxable ias income of such beneficiaries. 

6. That where any of the shares of a personal 
corporation are held by a non-resident share- 
holder, the company shall be taxable at the 
corporate rates of tax on such shareholder’s 
proportionate interest in the income of the 
personal corporation. 

7. That income from assets transferred 
directly or indirectly by a taxpayer to minors 
shall continue to be taxed as the income of 
the taxpayer transferring the assets. 


8. That any enactment founded on this reso- 
lution shall be deemed to have come into force 
at the commencement of the 1933 taxation 
period and to be applicable thereto and to the 
fiscal periods ending therein, and to all 
subsequent periods. . 


SpectaL War REVENUE AcT 


Resolved, That it is expedient to introduce a 
measure to amend The Special War Revenue 
Act, chapter one hundred and seventy-nine of 
the revised statutes of 1927, and amendments 
thereto, and to provide as follows: 


_l. That the excise tax imposed by section 
eighty and schedule II of the said act on the 
following items be repealed, namely: 


Ale, beer, porter and stout; 


Unfermented wort (sweet wort) suitable for 
the brewing of beer, (as imposed by section 
twenty-seven of chapter fifty of the statutes 
of 1932-33) ; 


Malt syrup, or malt syrup powder, extracts 
of malt, fluid or not, or any other malt 
product suitable for the brewing of beer, 
(as imposed by said section twenty-seven). 


(To be replaced by excise duties). 


_2. That said Schedule II, as enacted by sec- 
tion twenty-seven of chapter fifty of the statutes 
of 1932-33, be further amended by striking 
thereout items (i) and (ii) and substituting 
the following: 


_ (i) Materials enumerated in customs tariff 
items 134, 135, 185 (a), 135 (b), 189 (except 
glucose and grape sugar) 140 (except molasses) ; 
invert sugar and syrup, le. per pound; 


(ii) Glucose and grape sugar (except when 
for use exclusively in the manufacture of 
leather and artificial silk), 4c. per pound. 


3. That schedule III to the said Act, being 
the list of articles exempted from the consump- 
tion or sales tax, as enacted by section twenty- 
eight of chapter fifty of the statutes of 1932-33, 
be amended as follows: 


(a) by deleting the words “when produced 
by any one manufacturer or producer to the 
value of not more than three thousand dollars 
in any one ealendar year” where they appear 
after the words “bakers’ cake and pies” at the 
end of the second paragraph of said schedule 
and by substituting the words “not to include 
biscuits, cookies or other similar articles”; 

(b) by adding to the said schedule the fol- 
lowing: 

Sap spouts and sap buckets, evaporators and 
complete parts therefor, when for use ex- 
clusively in the production of maple syrup; 

Milk albumen, when for use exclusively in the 
production of animal or poultry feeds. 


4, That schedule V to the said act, as enacted 
by section thirty of chapter fifty of the statutes 
of 1932-33, containing list of exemptions from 
special excise tax imposed by section eighty- 
eight of the said act, as enacted by section 
twelve of chapter fifty-four of the statutes of 
1932, be amended by adding thereto the fol- 
lowing: 

“Articles enumerated in customs tariff item 
Sb 2a naire. 

5. That subsection one of section seventy of 
the said act, as enacted by section ten of 
chapter fifty of the statutes of 1932-33, be 
repealed and the following substituted therefor: 

70. (1) No postal note shall be issued under 

the provisions of The Post Office Act un- 
less there is affixed thereto a postage 
stamp of the value of: 

(i) one cent if the amount of money for 
which the postal note is issued is not more 
than one dollar; 

(ii) three cents if the amount of money 
for which the postal note is issued exceeds 
one dollar; 

to be paid for by the purchaser of the note. 

6. That subsection two of section seventy- 
seven A, as enacted by section twelve of chapter 
fifty of the statutes of 1932-33, be repealed and 
the following substituted therefor: 

77A. (2) Except as hereinafter provided, 

every manufacturer and every importer of 
cigarette paper tubes shail affix to every 
package of cigarette paper tubes manu- 
ffactured by him or imported by him into 
Canada, an excise stamp of the value of 
three cents for each one hundred ciga- 
rette paper tubes or fraction of one hun- 
dred cigarette paper tubes contained in 
such package. 


7, That subsection one of section eighty-three 
of the said act be amended by repealing para- 
graph (b) and substituting the following: 


(b) a tax of seventy-five cents per gallon 
on champagne and all other sparkling wines. 


8. That section eighty-eight of the said act, 
as enacted by section twelve of chapter fifty- 
four of the statutes of 1932, be amended by 
adding thereto the following proviso: 


Provided, further, that the said tax be at 
the rate of one and one-half per cent on all 
goods imported into Canada entitled to the 
benefit of the British preferential tariff or any 
lower tariff. 


9. That there shall be imposed, levied and 
collected a tax of ten per centum on the value 
of gold deposited for sale at the Royal Canadian 
Mint, such value to be an amount calculated 
under regulations to be made by the governor 
in council on the basis of the sale price of gold 
in the world market converted into Canadian 
currency at the prevailing rates of exchange, 
the amount of the tax to be deducted from the 
value so determined before final settlement is 
made by the Mint with the depositor. 


10. That it shall be unlawful for any pro- 
ducer of gold from natural deposits in Canada 
to dispose of the same in quantities exceeding 
five ounces fine in any one week except by 
depositing it with the Royal Canadian Mint or 
the Dominion of Canada Assay Office, Van- 
couver, if such gold is in a form acceptable 
under the regulations for the receipt of gold 


bullion at the Royal Canadian Mint and that 
penalties be provided for violation of this 
provision. 

ll. That no charges, except the charges im- 
posed by the regulations for the receipt of gold 
bullion at the Royal Canadian Mint, shall be 
made by the Mint in respect of any gold sub- 
ject to the said tax. 

12. That all gold exported in the form of 
ore, concentrates, or base bullion and all gold 
in manufacturers’ sweeps so exported shall be 
subject to a like tax, under regulations to be 
made by the governor in council. 


13. That the said tax shall not operate so as 
to reduce the amount payable to the depositor 
or exporter below thirty dollars per ounce fine 
in currency of Canada. 

14. That any enactment founded on para- 
graphs one and two of this resolution shall come 
into force on the first day of July, one thousand 
nine hundred and thirty-four. 

15. That any enactment founded on para- 
graphs three, four and five of this resolution 
shall be deemed to have come into force on the 
nineteenth day of April, one thousand nine 
hundred and thirty-four. 


16. That any enactment founded on para- 
graphs six, seven and eight of this resolution 
shall be deemed to have come into force on the 
nineteenth day of April, one thousand nine 
hundred and thirty-four, and to have applied 
to all goods mentioned therein imported or 
taken out of warehouse for consumption on and 
aiter that day, and to have applied to goods 
previously imported for consumption for which 
= entry for consumption was made before that 

ay. 

17. That any enactment founded on_para- 
graphs nine to thirteen, inclusive, of this 
resolution shall be deemed to have come into 
force on the nineteenth day of April, one 
thousand nine hundred and thirty-four. 


Excise Acr 


Resolved, That it is expedient to introduce a 
measure to amend the Excise Act, being 
chapter sixty of the revised statutes of Canada, 
1927, and amendments thereto, and to pro- 
vide: 

1. That the excise duty on malt be increased 
as follows: 

(a) On sereened malt (malt from which 
the coomings have been removed), manufac- 
tured in Canada subject to excise regulations 
with respect to absorption of moisture in 
warehouse, from three cents per pound to 
seven and one-half cents per pound; 

(b) On malt imported into Canada and 
warehoused, from three cents per pound to 
seven and one-half cents per pound; 

(ec) On malt imported into Canada, crushed 
or ground, from five cents per pound to nine 
and one-half cents per pound; 

thereby consolidating as a single duty of excise 
the duties of excise now imposed upon malt 
used in the brewing of beer and the gallonage 
tax imposed under the Special War Revenue 
Act at the rate of twelve and one-half cents 
per gallon upon the beer itself, the said gallon- 
age tax to be repealed by an amendment to the 
Special War Revenue Act. 


All duty-paid malt on hand in any premises 
subject to excise on the day this act comes 
into force to be subject to the difference be- 
tween the rate already paid and that hereby 
imposed, 


2. (a) That the existing duty imposed on 
beer or any fermented beverage made in imita- 
tion thereof, brewed in whole or in part from 
any other substance than malt, be increased from 
fifteen cents per gallon to twenty-five cents per 
gallon, thereby maintaining the differential rate 
of duty between beer brewed by the use of 
malt and beer brewed by the use of other 
substances and combining with the said excise 
duty the gallonage tax imposed upon such 
liquor under the Special War Revenue Act. 


(b) That an excise duty be imposed on all 
beer imported into Canada and taken out of 
bond for consumption at the rate of twelve and 
one-half cents per gallon, to replace the excise 
tax imposed at the same rate under the Special 
War Revenue Act. 


(c) That an excise duty be levied upon all 
beer brewed from duty-paid malt in storage at 
the time of the coming into force of this Act 
at the rate of ten cents per gallon. 


3. That an excise duty be levied upon all 
unfermented wort (sweet wort) suitable for the 
brewing of beer .in storage and unsold at the 
coming into force of this act, at the rate of 
ten cents per gallon, thereby equalizing the 
duty to be levied upon such sweet wort with 
the duty to be levied upon the malt entering 
into the production of sweet wort produced 
after the coming into force of the increased 
duty on malt hereby proposed; the tax_im- 
posed upon such wort under the Special War 
Revenue Act to be repealed. 

4. That excise duties be levied on all malt 
syrup suitable for the brewing of beer at the 
following rates: 

(a) When manufactured or produced in 
Canada prior to the coming into force of 
this act, per pound twenty cents; 

(b) When manufactured or produced in 
Canada after the coming into force of this 
act, per pound seventeen cents; 


(c) When imported into Canada or taken 
out of warehouse after the coming into force 
of this act, per pound twenty cents; 


the above duties to replace the existing tax 
imposed by the Special War Revenue Act at 
the rate of twenty cents per pound, the reduc- 
tion under (b) being to compensate for the 
increased duty on malt which enters into the 
production of such syrup. 


5. That any enactment founded on this resolu- 
tion shall come into force on the first day of 
July, one thousand nine hundred and thirty-four. 


ResoLtuTions To AMEND THE CusTOMS TARIFF 


1. Resolved, That the Customs Tariff, bein 
chapter forty-four of the revised statutes 0 
Canada, 1927, as amended by chapter thirty- 
nine of the Acts of 1929, chapter thirteen of 
the Acts of 1930 (first session), chapter three 
of the Acts of 1930 (second session), chapter 
thirty of the Acts of 1931, and chapters six and 
thirty-seven of the Acts of 1932-33, be further 
amended by striking thereout paragraph (j) of 
subsection (1) of section 2 thereof and by 
substituting therefor the following: 
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(j) “Proof”, “proof spirit” or “proof spirits”, 
means any spirit having the strength of proof 
by Sikes’ hydrometer, that is, spirit which at 
the temperature of fifty-one degrees Fahrenheit 
weighs exactly twelve-thirteenths of the weight 
of an equal measure of distilled water at the 
same temperature. 

2. Resolved, That the aforesaid customs tariff 
be further amended by adding to section 5 
thereof the following subsection: 

(5) In computing the ad valorem rate of 
duty on tea purchased in bond in the United 
Kingdom, the value for duty shall not include 
the amount of the customs duty payable on tea 
for consumption in the United Kingdom. 

3. Resolved, That schedule A to the Customs 
Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended by chapter 


seventeen of the Acts of 1928, chapter thirty- 
nine of the Acts of 1929, chapter thirteen of the 
Acts of 1930 (first session), chapter three of the 
Acts of 1930 (second session), chapter thirty of 
the Acts of 1931, chapter forty-one of the Acts 
of 1932, and chapters six.and thirty-seven of 
the Acts of 1932-33, be further amended by 
striking thereout tariff items 99e, 180, 187, 203b, 
207, 208e, 208g, 208u, 210d, 210e, 219(ii), 242, 
254, 267b, 278b, 278d, 294, 334, 339a, 353, 353a, 
370, 375, 380, 392a, 409e (ii), 410d, 412, 414b, 
445), 47ia, 472, 475, 511, 537, 537a, 551c, 651, 
65la, 685, 709, 733, 811, 815, the several enumer- 
ations of goods respectively and the several 
rates of duties of customs, if any, set opposite 
each of the said items, and by inserting the 
following items, enumerations and rates of duty 
in said schedule A: 
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: ae Resolved, that Schedule B to the Customs back of Customs Duties set opposite to each of 
Tariff, being chapter forty-four of the Revised the said items, and by inserting the followin 
Statutes of Canada, 1927, be amended by strik- items, enumerations and rates of drawback 0 
ing thereout Tariff Items 1049, and 1055, the Customs Duties in said Schedule B:— 
enumerations of goods and the rates of draw- 


ess Waooomoo 


Portion of Duty (Not 
including Special 


Item Goods When Subject to Drawback Duty or Dumping 
No. Duty) Payable as 
Drawback 
1049 |Bituminous coal...............- When imported by manufacturers of coke 
and converted into coke in their own 
PANG. v acnisds Melee coe crepes = arle nlnie noe 3 50 p.c. 
Provided that drawback payable 
under this item is in lieu of draw- 
back payable under any other 
item. 
1055 (a) Materials and Parts, n.o.p.|When used in the manufacture of goods 
enumerated in tariff items 438a and 
AS bye Me eon (h savecnie sigue alwssiainvn:e 60 p.c. 
(b) Materials and Parts, as 
hereunder defined, including 
all materials or parts 
wrought into or attached 
thereto: engines, bodies in 
the white, chassis frames, 
hoods, plated radiatorshells, 
splash shields, gas tank 
shields, gasoline feed pipes, 
die castings, plated or not, 
and front and rear fenders,|When used in the manufacture of goods 
finished or not. enumerated in tariff items 438a and 
ASST AY pat Rte Oe ee ae aca Osi eke ax 25 p.c. 


brakes, service or emergency; 
brake lever; brake lining; brake 
pedals and operating levers; bum- 
pers; bumperettes; cold rolled cowl, 
roof drip, side and top mouldings; 
cold rolled running board mould- 
ings, glass channels, belt moulding 
and hinges; caps (wheel hub); car- 
pets; castings (sand); chassis 
springs, between frame and axles; 
circuit breakers; clamps (hood); 
clevis pins; clocks, stem winding; 
clutch; clutch pedals; cotter pins; 
dash liner assemblies; distributors; 
drag links; drums (wheel); exhaust 
pipes; electric generators; electric 
wiring and cables; electric light 
bulbs; fans(motor); fasteners,carpet 
and curtain; felt parts; finished 
strips (window); floor boards 
(wood); foot rests; forgings, drop, 
rolled,or pressed; gas tanks; gear 
shift levers; gear shift lever knobs; 
glove compartments; hubs; ignition 


Item Goods 


When Subject to Drawback 


40 


Portion of Duty (Not 
including Special 
Duty or Dumping 
Duty) Payable as 


Drawback 


coils; jacks; lamps (head, side, tail 
and dome) but not including lenses; 
laminated glass; lubrication fit- 
tings; mirrors (rear view); moulded 
rubber parts; mufflers; nuts; paints; 
lacquers and thinners; propeller 
shafts; pyroxylin covered or double 
top fabric, and enamelled oilcloth; 
radiator cores; robe rails; rubber 
tubing; running boards; running 
board covers; rivets; screws; shock 
absorbers; solder; spark plugs; 
springs, coil and seat; stampings of 
metal (except radiator shell, cowl 
and body stampings); starter 
switches; starting motors; starting 
units; steering gears; studs; tacks; 
tires (rubber); tire carriers; tire 
covers; tool kit equipment; tops, 
and curtains for same; transmis- 
sions; Universal joints; upholster- 
ing fabrics and materials, other 
than printed fabrics; varnishes; 
visors; washers, plain; wheels, in- 


dow shades; windshields, com- 
plete; windshield frames and metal 
parts; wood parts for bodies. 

(3) Provided further, that on all ma- 
terials and parts used in the manu- 
facture in Canada of the parts en- 
umerated in Proviso. (2) to this 
Item there shall be payable, when 
such parts are used in the manu- 
facture of the goods enumerated in 
tariff items 438a and 438b, a draw- 
back of duty for domestic purposes os 

p.c. 


may accrue up to and including the 
30th day of September, 1931, shall 
be paid in accordance with the pro- 
visions of the Tariff as existent on 
the 25th day of May, 1931. 

(5) Provided further, that the Gov- 
ernor in Council may make such 
regulations, if any, as are deemed 
necessary for carrying out the pro- 
visions of this tariff item. 


1060 |Plate glass enumerated in tariff}When used in the manufacture of safety 
item 322, on which duty was| or non-shatterable glass.............. 


paid at the rates of duty set 
opposite said item. 


99 p.c. 


5. Resolved, that Schedule C to the Customs 
Tariff, being chapter forty-four of the Revised 


Statutes of Canada, 1927, be amended by adding 
thereto the following item:— 


1217 |Smoke screen apparatus, for use on motor vehicles or on water-borne craft of all kinds. 


6. Resolved, that any enactment founded upon 
the foregoing resolutions to amend the Customs 
Tariff or Schedules thereto shall be deemed to 
have come into force on the nineteenth day of 
April, one thousand nine hundred and thirty- 
four, and to have applied to all goods mentioned 


in the foregoing resolutions imported or taken 
out of warehouse for consumption on and after 
that date, and to have applied to goods 
previously imported for which no entry for 
consumption was made before that date. 
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BUDGET SPEECH 


DELIVERED BY 


HON. EDGAR N. RHODES, M.P. 
MINISTER OF FINANCE 


IN THE 
HOUSE OF COMMONS, FRIDAY, MARCH 22, 
1935 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE MINISTER 
OF FINANCE 


Hon. E. N. RHODES (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 

He said: Mr. Speaker, one year ago in 
presenting the budget I stated that the low 
point in the long depression had been reached 
and passed, that considerable progress had 
already been made in this and other countries 
in the restoration of normal conditions, and 
that the prevailing economic trends were in 
the direction of further progress. In actual 
experience the accuracy of this statement and 
forecast has been established and it is my 
very good fortune to review the course of 
business and the trend of public finances during 
a year which has been marked by continued— 
and substantial—progress, and a nearer ap- 
proach to sound and satisfactory business and 
financial conditions. 

Ii we take the most comprehensive index 
of Canadian economic activity compiled by 
the Dominion Bureau of Statistics, we find 
that the physical volume of business in Canada 
was in February of this year (based on pre- 
liminary figures) no less than 48-5 per. cent 
ibove the low point of the depression. When 
we keep in mind that this means practically a 
fifty per cent increase, on the average, in the 
number of automobiles, barrels of flour, pounds 
of sugar, pairs of shoes, tons of steel, tons of 
newsprint, feet of lumber, yards of cloth, tons 
of mineral, kilowatt hours of electricity and 
corresponding units of other articles produced 
by practically all our leading industries, as 
well as freight cars loaded, construction con- 
tracts awarded, and the volume of trade, we 


cannot belittle its significance. No less im- 
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portant is the fact that the improvement 1s 
continuing, for this index after a slight reces- 
sion has again risen to the peak reached last 
May and is now 15-2 per cent higher than 
in February, 1934. Moreover, the progress in 
1934 was more general than in 1933, as gains 
were registered in nearly all branches of ac- 
tivity. In view of the unsettled international 
conditions during the past eight or ten months, 
this may well be regarded as a real achieve- 
ment for Canadian business. 


In this respect Canada’s record compares 
most favourably with that of other countries. 
The League of Nations publishes monthly a 
table showing genera] index numbers of indus- 
trial production for nearly all the leading 
countries. If we take the fifteen countries for 
which the figures are available for one of the 
last three months of 1934 and compare the 
increases in industrial production since January, 
1933, we find that in the degree of advance 
from January, 1933, to the end of 1934 Canada 
easily occupies first place. Over this two-year 
period industrial activity in France showed 
a decline of 7 per cent and in the Netherlands 
of 5 per cent. The increases for the other 
countries are as follows: Belgium, 3 per cent; 
Japan, 13-2 per cent. Czechoslovakia, 14-7 per 
cent; Chile, 19:8 per cent; United Kingdom, 
22-3 per cent; Norway. 23-3 per cent; Austria, 
24-9 per cent; Italy, 26-5 per cent; Sweden, 
30-9 per cent; United States, 32-3 per cent; 
Germany, 36-9 per cent; Poland, 43-1 per cent; 
and Canada, 46:2 per cent. Canada’s pro- 
gress reflects in part the world-wide recovery 
based on the automatie working of normal 
economic forces which have always brought 
an end to previous depressions, but it is ap- 
parent that the greater speed and consistency 
of our advance must have some real relation 
to the sound policies which this government 
has instituted in order to preserve the in- 
tegrity of our economic and financial structure, 


to restore equilibrium in our economy and to 
stimulate the forces making for recovery. 

It is not my purpose to weary you with over 
many statistical details but it may be well 
to call attention to a few of the more striking 
evidences of improvement in particular bran- 
ches of our economic life. 

Our index of manufacturing production, 
based on 29 factors, was in Januray 10-2 per 
cent higher than in January a year ago and 
51:4 per cent above the low point of the 
depression. As measured by this index, manu- 
facturing activity during 1934 was exceeeded 
by that of only five of the sixteen years of the 
post-war period, namely, the years from 1926 
to 1930. Furthermore, during the past year 
considerable progress was made in adjusting 
the disparity between durable goods and con- 
sumers goods industries which is so charac- 
teristic a feature of major depressions. The 
greater recovery in durable goods industries 
during the last two years may be illustrated 
by pointing out that in February the produc- 
tion of pig iron, steel and automobiles was, 
respectively, 509, 353 and 450 per cent in 
excess of that for February, 1933, the low 
point of the depression. The output of 
automobiles and trucks during the full year 
1934 was 116,890, an increase of 92 per cent 
over 1932. 

Closely connected with this improvement in 
the manufacture of durable goods was a wel- 
come change in the construction industry. 
Contracts awarded increased 29 per cent over 
1933, and the index for February was ap- 
proximately double that for February of last 
year. While building activity is still at a low 
level, construction will benefit materially 
during the balance of this year from the Public 
Works Construction Act appropriation, the 
bulk of which has still to be spent, and all 
signs, including the greater abundance and 
cheapness of mortgage money, indicate that 
the period of abnormally low activity for 
this important industry has been reached and 
passed, 

The value of mineral production in 1934 
surpassed not only that of 1933 but also that 
of any other year in the history of the industry 
except 1929 and 1930. In physical volume, 
the output of metals established several new 
all-time records. Nickel production, for in- 
stance, showed an increase of 56 per cent over 
1933 and 18 per cent over 1929, the previous 
record year. Copper output was 22 per cent 
above that for 1930, the previous high year, 
while lead and zine also established new 
records. In ounces produced, the gold mining 
industry did not reach the output of its 
maximum year 1932, but it showed a small 


increase over 1933 and at current world prices, 
averaging $34.50 per fine ounce in 1934 against 
$28.60 in 1933, the value of its product ex- 
ceeded $102,000,000, a new high record. The 
figures so far available for February show 
substantial increases over February of last. 
year for copper and nickel exports and the 
production of gold, zine and asbestos. 


In the forestry group of industries activity 
during 1934 was greater than in any year since 
1930. Lumber production in British Columbia 
exceeded two thousand million board feet, 
representing an increase of 26 and 42 per cent 
as compared with 1933 and 1932 respectively. 
The bureau’s index for employment in the 
logging industry was 87-5 per cent higher than 
in 1933. The increase in lumbering activity 
was reflected in an active export trade in 
planks and boards, the export movement 
being greater than in any year since 1930 and 
exceeding 1933 by over 34 per cent. The im- 
portant newsprint industry regained in 1934 
a level of activity exceeded only by that of 
1929 but distressingly low prices and surplus 
plant capacity still leave this industry in an 
unsatisfactory condition. 


The output of electric power in 1934 was 
the highest ever recorded in this country. 
Kilowatt hours produced registered a gain of 
20-6 per cent over 1933 and one of 17 per cent 
over 1930, the previous maximum year. The 
expansion in this industry reflects increasing 
industrial activity but it is also in part due 
to the increased use of electrical appliances 
or processes in home and factory and the 
increasing sales of secondary power for steam 
production. 


Appreciable gains were also shown by our 
transportation statistics which are among the 
more significant measures of general business 
improvement. In 1934, total freight cars 
loaded were 14-4 per cent in excess of 1933, 
and for the first nine weeks of 1935 the in- 
crease over the corresponding period in 1934 
was approximately 6 per cent, despite the 
lessened movement of grain. The gain in 
gross operating revenues of the Canadian 
National for 1934 was 11 per cent while the 
Canadian Pacific reported an increase of 10-2 
per cent over the preceding year. 


When we come to agriculture, we also find 
substantial improvement. The wheat crop was 
only slightly above that of 1933 but the 
average cash price of No. 1 Northern at 
Winnipeg was 81 cents per bushel from August 
to December, 1934, compared with 65:1 cents 
in the corresponding period of 1933, and 
consequently the value of the crop was over 
83 per cent greater. According to the esti- 
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mates of the bureau of statistics the value 
of all field crops produced in 1934 was 
$544,975,000, a gain of $91,377,000 over the 
preceding year. For our live stock industry 
one of the most reassuring developments in 
recent years has been the revival in the last 
few weeks of the export of Canadian cattle 
to the United States. After being practically 
excluded from that market by the Hawley- 
Smoot tariff of 1930, and the very low prices 
prevailing in that country during 1933 and 
1934, our cattle are once more on an export 
basis due to the recent sharp increase of 
prices in United States markets, and ship- 
ments during the three weeks ended March 
15 were approximately double the total for 
the entire year 1934. This welcome develop- 
ment does not appear to be merely a tem- 
porary one, in view of the drastic reduction 
in the number of live stock in the United 
States resulting from last season’s drought 
and feed shortage. 

However, it must be admitted that con- 
ditions in agriculture still leave much to be 
desired. It is for this reason that so much 
of the legislation sponsored by this govern- 
ment during the last two or three years has 
been devoted to improving the condition of 
the farmer. I refer particularly to the 
Natural Products Marketing Act, the Farmers’ 
Creditors Arrangement Act and the various 
amendments to the Canadian Farm Loan Act 
designed to provide agricultural credit at low 
rates, and also to the assistance given by way 
of guarantee to prevent demoralization in 
wheat prices. 

The unsatisfactory conditions in agriculture 
and certain other primary industries are in 
the main due to the low level of inter- 
national trade resulting from the spread 
throughout the world of exaggerated econ- 
omic nationalism, excessive interferences with 
trade through quotas and exchange controls, 
and fluctuating currencies. In these circum- 
stances it was inevitable that those countries 
which chiefly produce primary products— 
which must depend in large part upon world 
markets for their sale—were bound to be 
adversely affected by these world-wide con- 
ditions. 

At a later stage I will discuss in some 
detail the statistics regarding our export and 
import trade. But before doing so it is well 
to call to mind the forces and policies which 
govern international trade to-day and their 
operation and application in every leading 
country in the world. In a word, it is idle 
to expound theories and futile to expatiate 
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on the obvious desirability of greater freedom 
of trade. We are confronted with realities 
—in other words, we must face facts. 


In 1930, when this government came into 
office, tariffs were higher against the products 
of Canada in the markets of the world than at 
any previous time in our history. In many 
countries throughout the world new and higher 
barriers had been erected against Canadian 
exports. In June, 1930, the Hawley-Smoot 
tariff had come into operation in the United 
States, increasing to practically prohibitive 
levels the duties on many of our leading 
products and imposing duties on other Cana- 
dian goods which had formerly been free of 
duty. In Europe, which provides the outlet 
for most of our wheat, drastic measures had 
been enacted to protect domestic producers 
from the effect of the marked fall in prices. 
The milling quota, the most effective device 
which could be employed in keeping out our 
product, was first introduced in Germany in 
July, 1929, and was subsequently adopted in 
France, Italy and many other countries which 
heretofore had afforded our best markets. 
Coincident with the introduction of this de- 
vice the duties on wheat were increased to 
levels considerably in excess of the world 
price of this commodity. 


With the wave of economic nationalism 
spreading throughout the world we accepted 
the logic of the situation and directed our 
efforts towards expanding our markets in 
those countries associated with us by special 
ties. Within a few weeks of assuming office 
the Prime Minister in the autumn of 1930 
at the imperial conference strongly advocated 
the adoption of a policy of reciprocal prefer- ’ 
ential tariffs within the emmpire, and this 
policy was ultimately adopted at the con- 
ference which met in Ottawa in response to 
his invitation in 1932. The trade agreement 
concluded with the United Kingdom at the 
Ottawa conference gave Canadian primary 
products a privileged position in the world’s 
greatest and most stable market, and also 
embraced larger preferences in the vast 
colonial empire which have been of great 
value to our trade in automobiles and other 
munufactured goods. 

Other agreements were concluded at this 
conference with the Irish Free State, the 
Union of South Africa and Southern Rhodesia. 
Prior to the conference, trade agreements 
had been negotiated by the Canadian goy- 
ernment with Australia and New Zealand, 
both of which have had very beneficial effects 
on our trade. There can be little doubt that 
this series of agreements with empire countries 


has been of vast assistance in enabling Can- 
ada successfully to weather the storm of the 
present depression. Upon reflection one can 
readily discern what would have been the 
dire effects upon our trade without these 
agreements during a period when other coun- 
tries were progressively closing their markets 
to imported goods. 

In 1933, at the world economic conference 
the delegates from Canada strongly advo- 
cated the general adoption of a policy of 
removing the excessive restrictions which were 
strangling world trade, and the responsibility 
for the failure to adopt it must rest else- 
where. Since that time we have been carry- 
ing on negotiations with various individual 
countries some of which have been completed, 
others are still in progress. During the last 
few days you have been made acquainted 
with the comprehensive trade agreement which 
has been concluded with France and which, 
it may be said, for the first time places our 
trade relations with that country on an en- 
tirely satisfactory basis. Negotiations have 
been practically completed with Poland for 
a treaty which will enable Canadian trade to 
be carried on satisfactorily with that grow- 
ingly important country from which, in the 
absence of a treaty, our products have been 
hitherto almost entirely excluded. 

During recent months, an opportunity has 
presented itself for the first time since this 
government assumed office to enter into nego- 
tiations with a view to effecting a trade agree- 
ment with the United States of America. 

In June last, the United States congress 
passed an act which empowered the president 
to enter into trade agreements with foreign 
countries, and where necessary or appropriate 
to carry out the terms of an agreement to 
proclaim decreases to an amount not greater 
than 50 per cent in existing duties without the 
necessity of ratification by congress. 

Pursuant to the provisions of this act, the 
Secretary of State on January 21 last gave 
formal notice of his intention to negotiate 
a treaty with Canada. In conformity with the 
terms of the act, the dates of March 11 and 
March 18, respectively, were fixed for the 
reception of written and oral representations 
with respect thereto by a committee ap- 
pointed by the president for this purpose. 

These negotiations will be actively prose- 
cuted by the government of Canada, and every 
possible step is being, and will be taken with 
the object in mind of effecting a satisfactory 
trade agreement, having for its aim the lower- 
ing of trade barriers with consequent in- 
creased flow of trade resulting in mutual 
advantage. 


It may also be added that negotiations are 
now in progress with the representatives in 
Canada of two other important countries, 
looking toward an agreement which will mean 
wider markets for some of our chief primary 
products. 

This brief outline of trade and tariff develop- 
ments would be incomplete—especially as 
indicating the purpose of the government to 
stimulate trade—without summarizing our ac- 
complishment during a period when trade 
barriers have been higher and more difficult 
to surmount or remove than at any time in 
world history. We have not only maintained 
the trade agreements which were in effect when 
we assumed office, but we have also greatly 
improved our position by making the follow- 
ing additional agreements, several of which are 
of major importance: 

1. A comprehensive preferential agreement 
with the United Kingdom embracing within its 
terms the colonial empire as well. 

2. A new and enlarged agreement with Aus- 
tralia. 

"3. For the first time, formal agreements with 
New Zealand, South Africa, Southern 
Rhodesia, and the Irish Free State. 

4, A trade treaty of broad scope with France, 
which, for the first time, is mutually binding 
and mutually satisfactory, in place of one 
which involved the granting of fixed rates by 
Canada without corresponding obligations by 
France and which did not give us the French 
minimum tariff on all our leading exports to 
that country. 

5. A commercial arrangement securing most 
favoured nation treatment from Germany, a 
country with whom our trade relations had 
long been unsatisfactory. 

6. An arrangement securing most favoured 
nation treatment from Austria. 

7. An arrangement whereby we obtained 
most favoured nation treatment from Brazil. 

8. A comprehensive agreement with Poland 
now ready for signature. 

In addition, we have entered into negotia- 
tions for trade agreements with the United 
States of America and with two other im- 
portant European countries. 

This record of accomplishment speaks for 
itself. 

Reference has been made to the expansion 
which has occurred in most of the major 
branches of economic activity. It is pertinent 
to ask what has been the effect of this busi- 
ness expansion upon the absorption of un- 
employment, the most pressing social and goy- 
ernmental problem of the depression years. 


A much higher level of employment was 
maintained in 1934 than in the preceding year, 
a gain of 15-1 per cent being registered by the 
bureau’s index of employment. On February 
Ist. this index stood at 99-9 a rise of 3-5 per 
cent from February 1, 1934, and of 25-8 from 
April 1, 1938. Based on reports from 8,992 
employers, the bureau of statistics estimates 
that the total increase in employment in Can- 
ada during the past year was at least 65,000 
persons, and since April 1, 1933, the low point 
in employment, no less than 340.000 persons. 
Advance reports for March Ist show a sub- 
stantial further improvement in the employ- 
ment situation. Despite this increase in em- 
ployment, the number remaining on the relief 
rolls is still large. For February, the latest 
month for which the information is available, 
the number of families on relief was 259,918, 
which represents a decrease of 23,756 families 
from the same month of last year and a de- 
of 25,921 families from March, 1933. 
The total number of individuals on relief, in- 
cluding dependents, was 1,229,935 in February 
which is a decrease of 117,285 from February 
of last year, and of 265,031 from March, 1933. 
These numbers should be substantially further 
reduced during the next few months as a re- 
sult of the public works construction program 
undertaken by the government which is to 
be augmented by legislation to be introduced 
later in the session. 


crease 


In the budget a year ago were reviewed the 
steps which the government had taken to foster 
a rise in commodity prices and promote a 
lowering of interest rates. These efforts have 
been continued but because of obvious inter- 
national factors the movement towards rising 
price levels has made comparatively slight pro- 
gress during the past year. In Canada fluctua- 
tions in wholesale prices during 1934 were of 
minor importance. The index, it is true, aver- 
aged 6-7 per cent higher than during 1933 but 
it did not at any time move far from the line 
of 72 per cent of the 1926 average and on 
March 1, 1935, stood at 72-3 as compared with 
72.2 on March 1, 1934. But while the index 
as a whole remained comparatively stable, a 
most reassuring development occurred in the 
form of a considerable correction of some of 
the disparities which the drastic fall of prices 
had created and which constitute the most 
serious aspe¢ts of a depression. Thus during 
the year ended March 1, the wholesale prices 
of Canadian farm products rose by no less 
than 8-6 per cent. as contrasted with prac- 
tically no increase at all in the general index. 
Similarly the prices of raw and partly manu- 
factured goods increased 3-7 per cent while 
those of fully and chiefly manufactured pro- 
ducts showed no change. The correction of 


such maladjustments between the various types 
of prices is one of the most significant 
measures of the progress of economic recovery. 

Interest is one of the rigid factors in our 
price structure, and as the burden of interest 
charges still constitutes a pressing problem for 
most public bodies and many private indi- 
viduals, it is gratifying to record the rather 
striking success which has attended the com- 
prehensive program sponsored by the govern- 
ment to bring down interest rates to a level 
more in line with other prices and with our 
present productive capacity. 


The various steps in this program are a 
matter of record. With our encouragement, 
the rate paid on savings deposits by banks 
and other financial institutions, which is the 
basic rate in our interest rate system, has been 
lowered in two or more successive stages to a 
minimum of 2 per cent. Huge conversion 
operations have been undertaken to refund 
outstanding dominion direct and guaranteed 
loans on a lower interest basis, as such loans 
matured or became callable. In the last five 
vears this government has converted over 
$1.100.000.000 of public debt with an atten- 
dant saving in fixed charges of over $14,600,000 
per year. During the present year, if market 
conditions continue favourable, we expect to 
effect further substantial economies through 
the same process. In this connection it is of 
interest to note that if we assume that the 
total dominion and Canadian National Rail- 
way obligations which become due or callable 
before the end of 19387 could be refunded at 
approximately the present level of interest 
rates, the total saving in interest plus the 
increase in income tax due to the elimination 
of our remaining tax-free bonds, as nearly as 
ean be estimated, would relieve the dominion 
exchequer of not less than 16 million dollars 
per year. 

A beginning has been made in improving 
the organization of the short-term money 
market in Canada and we are hoping that a 
further substantial contribution to this end 
may be made by the Bank of Canada. Short- 
term money rates have been somewhat out 
of line with long-term rates in this country 
and their abnormally high level has been a 
factor retarding the trend to lower long-term 
rates. We have also so administered the in- 
adequate machinery of the Finance Act and 
so used the resources provided by the 
Dominion Notes Act amendment last year 
as to contribute to greater monetary ease 
and prevent a tendency towards deflation and 
the consequent strain that would probably 
otherwise have prevailed. Finally, and per- 
haps of most importance, we have striven 
under great difficulties to press forward 


towards budgetary balance with all reasonable 
speed, and to deal with our finances generally 
in such manner as to deserve the high credit 
standing which alone justifies and secures 
low interest rates. 

That our efforts have been successful is 
amply confirmed by the rise in high grade 
bond prices and by the high prices at which 
our obligations are currently selling in the 
investment markets. During 1934 the bureau’s 
index of interest rates fell 21-6 per cent. The 
bid quotation for the dominion government 
4 per cent bond due in 1959 rose from 99-37 
at the beginning of the year to 110-75 at the 
close. Perhaps the best indication of the 
improvement is to be found in the fact that 
in December last we were able to sell a 16 year 
3 per cent guaranteed Canadian National 
Railways bond in the amount of $20,500,000 
on a basis to yield the public 3-02 per cent. 
Such a rate has never before been attained 
in this country. 


This improvement in the yield on dominion 
bonds has been reflected in more or less 
similar advances in provincial, municipal and 
corporate bonds, depending on the credit of 
the particular borrower. This is characteristic 
of the rise of security prices in all periods of 
revival; recovery comes first in the prices 
of bonds of the highest grade, and then spreads 
out gradually to the second and other grades 
of securities. Last fall some of the eastern 
provinces were able to borrow on exceptionally 
favourable terms and two of the western 
provinces succeeded in selling moderate-sized 
issues on a yield basis to the publie of 4:36 
and 4°20 per cent, respectively. It appeared 
that the time was fast approaching where 
practically all public bodies could secure the 
advantages of refunding outstanding issues at 
substantially lower interest rates, but a tem- 
porary clogging of the market and certain 
unfortunate, widely heralded statements have 
clouded the outlook for the time being. It 
is to be hoped that this situation is only a 
temporary one but it behooves all debtors 
to remember that credit is a tender plant and 
must be carefully cultivated. 

Some of the provinces and many munici- 
palities, have not yet been able to take 
advantage of the facilities now offered for 
refunding existing obligations at substantially 
lower rates but, provided that nothing un- 
toward is done to affect adversely the credit 
of the particular borrower or the state of the 
general market, it should not be long before 
the present low interest rates can be made 
available to all worthy borrowers. It is 
recognized that for the time being the burden 
of fixed charges on outstanding debt incurred 
at relatively high rates in past years when 


borrowing was undertaken in some cases too 
optimistically, presses heavily on the financial 
resources of the public bodies concerned, 
especially when regard is had to the expendi- 
tures which have to be made for unemploy- 
ment relief. This general problem has received 
the most careful consideration of the govern- 
ment and, as will be disclosed by our accounts 
which will be reviewed a little later, the 
dominion has come to the financial assistance 
of several of the provinces and indirectly 
through them of several municipalities, to 
the extent of approximately 75 million dollars, 


From time to time suggestions have been 
made looking to elaborate programs for re- 
funding the outstanding debt of all public 
bodies. These have all received detailed study 
and will continue to receive our attention, 
In the budget last year, I discussed some of 
the difficulties involved, including the tech- 
nical difficulties resulting from the form in 
which most of our financing was done in the 
war and post-war years and the more im- 
portant difficulty arising out of the fact 
that so large a proportion of our obligations 


is held by external investors. It may 
be taken for granted that neither this 
house nor the Canadian people would 


be willing to consider any program that 
involves any measure of repudiation. Con- 
sideration therefore has been given to the 
possibility of enabling the provinces to refund 
their floating debts by giving a dominion 
guarantee to new refunding issues. It will be 
recognized that such guarantees would imply 
adequate control over future provincial bor- 
rowing and the factors that might make such 
borrowing necessary. It is doubtful whether 
the provinces would be willing to meet the 
only conditions under which this type of 
solution would be practicable and sound, both 
in the interests of the dominion and the 
provinces themselves. This same type of 
consideration arises also in connection with 
the proposal to establish a loan council in 
Canada, somewhat along the lines of the 
Australian model. The wisdom of securing 
some such type of control as a loan council 
could give has long been recognized, if the 
financial mistakes of the post-war period are 
to be prevented in future, but whether the 


* rigid type of control implied by a loan council 


or the more flexible and gradually evolving 
influence which the Bank of Canada may 
exert through making competent and dis- 
interested advice available to public bodies 
is a question upon which opinions may well 
differ. 

It will be recalled that last summer the 
Prime Minister issued an invitation for a 
dominion-provincial conference to be held 


before the close of the year. On the agenda 
of this proposed conference was placed amongst 
other matters the problem of the financial 
relations of the provinces and the dominion, 
including the consideration of a possible re- 
allocation of tax sources as between the two 
jurisdictions and the practicability of various 
methods of cooperation in tax administration. 
It was not found possible for all provincial 
premiers to agree to a date for the holding 
of such a conference prior to the assembling 
of this parliament and the proposal had to 
be allowed to drop for the time being. It is 
unfortunate that it was necessary to postpone 
joint consideration of these and other similar 
important matters. 


In the field of agriculture it was widely re- 
cognized that existing debts were in many 
cases clearly beyond the capacity of farmers 
to pay, even assuming reasonable improve- 
ment in business and commodity prices. It 
was the part of wisdom, therefore, to provide 
simple and inexpensive machinery whereby 
the liquidation of farm debts might be ef- 
fected with due regard to the rights of debtor 
and creditors in each individual case and, so 
far as possible, by the process of negotiation 
and compromise. That machinery was pro- 
vided by the Farmers’ Creditors Arrangement 
Act and its success after only a few months 
of trial is now a matter of record. In numer- 
ous cases farmers have had their debt struc- 
tures simplified and their fixed charges re- 
duced to a point within the capacity of the 
farm enterprise to pay. From the national 


point of view, the benefit of restoring 
their confidence and enabling them to re- 
main on the land as willing and effi- 
cient producers is difficult to exaggerate. 


Admirably supplementing this act is the new 
Canadian farm loan legislation which provides 
for releasing to agriculture ample govern- 
ment funds at the cost to the government 
plus the expense of administration. Changes 
in the organization of the farm loan board 
will make it possible to bring these funds to 
efficient farmers in all provinces with a mini- 
mum of red-tape and a maximum of ex- 
pedition. 

The benefit of these steps which have been 
taken to reduce interest rates is not confined 
to the lessened burden of fixed charges to 
publie bodies and private borrowers. Perhaps 
a more important advantage will accrue from 
the powerful stimulus which lower interest 


rates exert on business recovery. It is gener- 
ally agreed that in the United King- 
dom the recovery which has taken place 


traces its origin in large part to the crea- 
tion of a condition of cheap and abundant 


money. Lower interest costs affect profits 
directly and make possible expansion of plant 
and equipment that would otherwise have 
been impossible because unprofitable. Low 
yields on high grade bonds force financial in- 
stitutions and individual investors to seek 
out the larger returns that come from cor- 
porate securities and from mortgages. Al- 
ready in Canada there are evidences that 
more and cheaper money is becoming avail- 
able for mortgage purposes. This augurs well 
for further revival of the construction in- 
dustry in which activity has been abnormally 
depressed and unemployment serious. 


In the banking field the feature of the year 
has been the establishment of the Bank of 
Canada which began operations on March 
11. The management which has been pro- 
vided for this new institution commands, I 
am certain, the entire confidence of the Can- 
adian people. The bank begins business with 
the goodwill and the support of the public 
as well as with the cooperation of the chart- 
ered banks with which it will have largely 
to deal. It may not be able to work the 
miracles which are expected from it in certain 
quarters but I am confident that in the 
coming years its contribution to the economic 
welfare of this dominion will be an important 
one. It will provide, what has long been 
needed, an undivided control, solely in the 
public interest, of the volume of currency and 
credit in use. It will, it is hoped,’ contribute 
to greater stability in our economic life, so 


far as this may be possible by the use of 
monetary methods. It will provide leader- 
ship for the first time to the financial com- 
munity and assist in several ways in im- 
proving the organization and working of our 
whole financial system. I also expect much 
from the disinterested and competent advice 
on financial matters which it should be able 
to give, not only to the dominion government 
but also to provincial governments which may 
have found it difficult to keep closely in 
touch with conditions in the world’s financial 
markets and which may in future avail them- 
selves of the bank’s services. 

The bank will also provide an effective 
mechanism by which Canada may at the ap- 
propriate time execute such national policies 
as may be determined upon in regard to our 
future monetary standard. I have already 
referred to the retarding effect wpon inter- 
national trade of the chaotic condition of the 
world’s basic currencies. For Canada, so 
heavily interested as she is in foreign trade 
and with such huge obligations payable 
abroad, this monetary instability is a factor 


of major importance. For a time last year 
it appeared that an approach to stability was 
gradually being achieved and that the work- 
ing of economic forces was beginning to reveal 
the natural rates of equilibrium between 
certain countries which would make de facto 
stabilization possible. Recent events, how- 
ever, indicate upon how slender a thread hangs 
the integrity of certain currencies, and suggest 
the possibility of a period of renewed fluctua- 
tions with consequent disturbances to tnade 
and finance. 


This is but one of the international factors 
which must be taken into consideration if we 
wish adequately to appraise the outlook for 
the coming year. The brief review given of 
economic developments in Canada during the 
past year would seem to justify a substantial 
degree of optimism as to the immediate 
future. That would be the case if we could 
consider solely our own position. But in 
these days nations do not live unto them- 
selves alone, perhaps least of all, Canada! 
And no one can look out upon the world 
to-day without recognizing the political fric- 
tions that exist, the apparent beginning of a 
new armament race among the nations, the 
social and economic tensions that persist in 
many countries, the financial and exchange 
uncertainties, the obstinate adherence to ex- 
treme policies of economic nationalism, and 
the general absence of confidence, mutual 
trust, goodwill and the cooperative spirit upon 
which alone the needed international solu- 
tions of our common problems can be based. 


As long as these adverse influences continue 
in the international field, they must be taken 
into our reckoning. We in Canada have long 


since passed the low point of the depression. 
We have been making splendid progress and 
that progress should continue—rapidly if 
world conditions favor, less rapidly if they 
impede. We have important continuing pro- 
blems still to solve—the railway deficit, un- 
balanced budgets, unemployment—but these 
will be solved at the same pace as we succeed 
in restoring normal business conditions. We 
have moreover the more fundamental pro- 
blem of adjusting our economic system to 
enable it to function with greater stability 
and with a greater measure of social justice. 
To this problem and its solution the gov- 
ernment has devoted itself. 


TRADE OF CANADA 


The expansion of our external trade has 
continued on an accelerated scale. In the 
previous fiscal vear the total of imparts and 
exports showed a gain of 15 per cent over the 
year before. In the eleven months’ period 
ended February 28th last, the rate of increase 
was 18 per cent over the corresponding period 
of 1933-34. The actual increase was $168,000,- 
000 and the total volume was the best since 
1931. Imports expanded at a rate of 23 per 
cent over the previous year, and exports by 15 
per cent. In the earlier stages of trade re- 
covery exports were increasing faster than 
imports. 


World statistics show that in 1934 Canada 
again occupied fifth place in export trade, 
and stood ninth in imports and eighth in 
total international trade. 


A statement of the total trade for the eleven 
months ended February 28th, with comparative 
figures, follows: 


Trade of Canada 
(excluding gold coin and bullion) 
(000 omitted) 


Iianh averse cee on geo 


Exports— 
Canadian produce.. 


Horeign: produce... ac enat eal «sealant ac 


For the fourth successive year Canada’s ex- 
ports have exceeded imports, the favourable 
balance in the eleven months’ period being 
nearly $134,000,000. This figure is for mer- 
chandise only and does not include the export 
ef current gold production which adds a further 


Eleven months ended 


February February 
28. 1934 28. 1935 Increase 
$ 386,279 $ 474,240 $ 87.961 
521.706 601,376 79.670 
5,585 6,731 1,146 
$913,570 $1,082,347 $ 168,777 


$100,000,000 annually to credits available in 
external markets for the liquidation of in- 
terest due abroad and other debit items in 
international settlements. 

The following statement shows the balance 
of trade in merchandise for the past six years: 
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Trade of Canada 
(excluding gold coin and bullion) 
(000 omitted) 


Eleven months ended— 
February 28, 1930.. 
February 28, 1931.. 
February 
February 
February 
February 


28, 1933.. 
28, 1934.. 
28, 1935.. 


SEO IGIE aches pedi co enh aaberSe =~ 


Imports Exports Balance 
$1,135,248 $1,053,246 $(—) 82,002 
831,232 760,733 (—) 70,499 
521,056 546,547 (+) 25,491 
373,421 443,553 (+) 70,132 
386,279 527,291 (+) 141,012 
474,240 608,107 (+) 133,867 


bs) wg) 6 et SE Se Se eee 


The effective operation of the empire trade 
agreements is reflected in the statistics of 
intra-empire trade. In the ten months ended 
January 31st, the latest date to which figures 
of trade by countries are compiled, exports to 
the United Kingdom, our largest market, 
recorded an increase of nearly 22 per cent. 
For all empire countries the increase was 24 
per cent. Exports to Australia showed a gain 
of 52 per cent, to New Zealand, 72 per cent, 
to British India, 21 per cent, and to South 
Africa, 76 per cent. 

On the other hand, exports to foreign coun- 
tries increased by only 6 per cent. Exports to 
all countries increased by nearly $71,000,000 
in the ten months’ period, and of this amount, 
$56,000,000 or 79 per cent was accounted for 
in increased exports to empire countries. 

Since 1932, the year of the imperial con- 
ference, the value of our export trade to the 
United Kingdom has increased by 52 per cent. 


This gain has been a material factor in im- 
proving conditions in a wide variety of Can- 
adian industries. In 1934 the exports of agri- 
cultural products exceeded those of 1932 by 
$16,600,000; in animals and animal products, 
the advance was $24,000,000; in wood products, 
chiefly lumber, it was $14,500,000, and in nor- 
ferrous metals and their products, including 
copper, lead, nickel and zinc, the gain was 
$31,000,000. ' 

Imports from the United Kingdom have 
increased in the last ten months by $8,000,000, 
or 9 per cent. In 1934 they exceeded those of 
1932 by 21 per cent. The main increases in 
imports were in textiles, iron products and 
chemicals. Imports from other empire coun- 
tries increased in the ten months’ period as 
follows: Australia, 19 per cent; New Zealand, 
22 per cent; and British India, 31 per cent. 

Figures showing the trade with the empire 
in the last ten months are as follows: 


Intra-Empire Trade of Canada 
(excluding gold coin and bullion) 


from United Kingdom.. 
to United Kingdom.. 
from British Empire. . 
to British Empire. . 


Imports 
Exports 
Imports 
Exports 


Ten months ended 
January January 
31, 1934 81, 1935 
$ 87,114,091 $ 95,292,201 
191,277,804 232,987,396 
116,599,414 134,246,466 
231,648,330 287,587,697 


Oe 


Empire countries are supplying a little over 
30 per cent of our purchases abroad. At the 
same-time, they absorb over one-half of our 
exports. 


A statement, by percentages, showing the 
distribution of import and export trade, ex- 
cluding gold coin and bullion, follows: 


Percentage Distribution of Trade of Canada 
(excluding gold coin and bullion) 


United Kingdom. . 


Britich Bowire. 2 sa ms «opebare ee be seuss ara 


United States. . 


Other Countries... Wi. au 2s) fo saree le Riv gree 


Despite many unfavourable influences, 
further progress has been made in the restora- 
tion of world trade from the disastrously low 
levels to which it had fallen. Canada has 
heen in the forefront of the leading countries 


95909—2 


Exports 


Ten months ended 
January 31 


Imports 


Ten months ended 
January 31 


1934 1935 1934 1935 
%o To To Jo 
24.70 21.80 39.53 42.01 
33.06 30.71 47.87 51.85 
53.73 56.91 33.04 33.74 
13.21 12.38 19.09 14.41 


of the world ranked according to the rate of 
improvement, thus testifying to the effective- 
ness of our trade agreements and the initiative 
and enterprise of those engaged in industry and 
trade. The improvement which has taken 
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place in this, as well as in the other fields of 
activity to which reference has been made, 
has had a favourable influence upon the 
dominion’s financial statement, which will now 
be reviewed. 

REVENUES 1934-35 

As the current fiscal vear has still some 
days to run and more than a month will 
elapse before the Dominion accounts are 
closed for the year, it will be understood 
that the figures now to be presented, both 
as to the year’s revenues and expenditures, 
are to some extent estimated. Judging by 
past experience, however they may net be 
expected to vary materially from the final 
result. 

For the first time since 1930, receipls trom 
taxation will yield the expected return. When 
presenting the budget last year, the outiook 
for a greater volume of business was so prom- 
ising that substantially increased yields from 
current rates of taxation were forecast. Not- 
withstanding some loss in revenue due to 
changes made in taxation measures when 
the budget was before parliament, the receipts 
from taxation will amount to $306,050,000, 
almost the identical figure estimated in the 
previous budget. This is an increase of 
$34,200,000 over the previous year and is all 
the more satisfactory in the light of the sub- 
stantial reductions in taxation effected last 
year, particularly the fifty per cent cut in 
the sugar tax and in the special excise tax 
on imports under the British preferential 
tariff which, together, involved a loss in 
revenue of not less than $10,000,000. It is 
noteworthy that every month in the year 
showed an increase over the corresponding 
month of the previous year and the rate of 
improvement has been maintained through- 
out the year. 


moderate, expansion in international ‘rade, 
customs import duties will yield $77,300,000, 
an increase of $11,000,000 over the previous 
year. Excise duties, imposed chiefly on liquors 
and tobaccos, will amount to $44,600,000 ex- 
ceeding the collections of 1933-34 by $9,000,000. 

The income tax, the rates of which were 
not altered last year, will bring in a total 
of $65,600,000, the highest figure for four 
years, and $4,200,000 in excess of the previous 
year’s collections. To the extent of about 
$3,100,000 this increase is due to credits 
transferred from the gold tax at the end of 
the fiscal year to be applied, in accordance 
with the statute, against the income tax lia- 
bility of gold mining companies. This amuunt 
can be regarded as in the nature of a pre- 
payment of income tax. 

With the adjustments that have naa riade 
from time to time in the scale of taxation, 
the income tax has been one of the stead- 
iest sources of income in the past four years, 
notwithstanding fluctuations in the general 
level of incomes and profits. 

Upwards of $11,000,000 more than in the 
previous year will be obtained from the sales 
tax, the yield from which will be $72,600,600. 
The other special excise taxes will bring 
$39,800,000, a decline of $5,300,000 from the 
year before due to the reductions in taxes 
already referred to. 

The gross collection from the gold tax to 
the end of the fiscal year will be $7,084,000. 
It is estimated that $3,100,000 of this amount 
will be applied as a credit on the income 
tax payable by the several mining com- 
panies subject to the tax. This will reduce 
the net return for the year from the gold tax 
to $3,984,000. 


Customs The following table sets out the yieid 
Reflecting the continued, even. though from taxes for the past five years: 
Taxation Revenue 
(000 omitted) 
Usti- 
——— 1980-31 1931-32 1932-33 1933-34 mated 
1984-35 
$ $ $ $ $ 
Customs Import IDs yee ee iota eee eae 131,209 104,133 70,073 66,305 77,800 
EIKCISC: DULICS tes motos oan hay RAR oe Sein 5 57, 747 48 , 655 37,834 35,494 44,640 
War Tax Revenues— 

ES OUNCES 72h MRM rar Soe Ror te cites aia ca ee ete ia acc ee te 1,429 1,390 1,328 1,536 1,386 
insurance: Comipaniesemaeia: vcs. aeveinne soe cme. 74 12 826 742 740 
Delayed Business Profits..................-.2+: 34 Sia Bee eR LO Oe Eee es on 
NCOMMORUAS Innere aCe ne Pose tee ae 71,048 61, 255 62, 067 61,399 65, 600 
Sales Waste. Sethe en. eee: bee eee ee: 20,784 41,734 56,814 61,392 72,600 

Manufacturers’, importation, stamp, transporta- 
HON VUA EOS MOUS Cy tenho. erie mete cote oor mentees 13,951 17,872 QOL 45, 184 39,800 
Pax on! Goldin cay rub, PP SAS, MO ne |, es Rl eee eel || pee 3, 984 
Total receipts from Taxation.........-..-.. 296,276 | 275,054 | 254,319 | 271,852 306, 050 
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Non-Tax Revenues 


Revenues derived from the various depart- 
mental services of government, will amount 
to $53,300,000, an increase of $1,100,000 over 
the previous year. The main items under 
this heading are interest on investments, 
which is expected to amount to $11,400,000 
some $260,000 in excess of the amount from 
the same source the year before), and Post 
Office revenues which wi!! be $31,184,000 an 
increase of almost $300,000 over* the previous 
year. On reference to the expenditure 
statement, it will be found that the opera- 
tions of the Post Office were conducted with- 


out any increase in cost, in fact, there was 
a slight reduction from the previous year the 
expenditure being $30,528,000. The surplus 
on Post Office operations will therefore be 
over $600,000 as compared with one-half that 
figure a year ago. The accounts of tne 
Post Office do not, of course, take into con- 
sideration the rental value and other costs 
of premises occupied. On the other hand, 
no credit is given the Post Office for services 
rendered other departments through the free 
use of the mails. 

A statement of non-tax revenues for the 
past five years follows: 


Non-Tax Revenues 


— 29 y Estimated 
1930-31 1931-32 1932-33 1933-34 1934-35 
$ $ $ $ $ 

Ganada GramiAcu. cc cscme ccd weep emo 2,179, 047 1,484, 826 1,444, 840 1, 235, 621 1,271,000 
Canada Gazettes fe. «cent Sahn chee be? 71,197 3,590 73,836 §5, 722 48,000 
Canals. :.-o:keee Hat th ee ee eo rrotees 1, 026, 671 976,845 831, 020 877, 630 858, 000 
Casual, 3:0) vhs. oon oes aceeincr eee etter 3,210, 394 8, 757, 821 3,192, 144 3, 613, 157 3,569, 000 
Chinese: Hevenuesatic ee occ nati meer 21,996 10,059 8, 652 6, 237 7,000 
Dominion Lands)7- aR er eee 1,655, 401 485, 364 458, 934 418,729 499, 000 
Hlectrioltyw.. is ceeweieno en eas siden gage 632, 151 402,189 298, 352 440, 290 465, 000 
Fines and Porfeitures......:< + ss epayee ee ee es 433,716 233, 512 212,075 177,812 93,000 
Wiehisvidd.tn.c oaks te teecks p ne eee niet 73,937 40,519 4,429 39, 508 41,000 
Gas Inspection. scans dee sees es amen ar « 94, 255 81, 359 84, 078 76, 186 91,000 
Insurance Inspection......5..0c-5-ssesesvaee 148, 942 149, 902 160, 298 148, 535 139, 000 
Interest on Investments. ..... 2606s. e sean 10,421, 224 9,330,125 | 11,220,989 | 11,148, 232 11,410, 000 
Marina .i! 3h btde we iit ont 6+ detec ee aaa 199, 000 191,905 178,118 207, 532 204, 000 
Matiners’” Pond ..¢+. fo. cas maptes fe tote baer 201,768 184,485 179, 461 188, 054 188, 000 
Military Colleges scsi. se cuw cs eee sts eine 19, 882 20,045 20, 116 20,317 20, 000 
Military Pensions Revenue................- 159, 000 163, 229 166, 414 165, 207 164, 000 
Ordnance Gander eee oes ene 29, 384 14, 250 16, 677 17,855 15, 000 
Patent and Copyright Fees................. 559, 646 525,248 | » 539,341 429,341 352, 000 
Ponitemtiaxies i soc caaen sd teeanea te ee 183, 288 166, 111 121, 426 97,962 63, 000 
Pout WMce.. = saa reese asa ee rere eee 30, 212,326 | 32,234,946 | 30,928,317 | 30,893,157 | 31,184,000 
Premium, Discount and Exchange ......... SUL 610 ay eats ee 14579885 | aa. Ae ae 500, 000 
Pablic’ Works capa ao olelel Gepate he ee ale epee 362, 391 280, 591 212,829 249,721 244, 000 
RAGIO LiGeNGhA. oe incase eee eae ees 468 , 093 528,924 | 1,414,132 |] 1,291,485 1,488, 000 
R.C.M.P. Officers’ Pensions: ........-..::.. 6, 357 14,787 12,050 12,444 9, 000 
Weights and Measures..........--sseeeeeees 419, 750 406, 529 394, 222 399, 717 402, 000 

53,291,426 | 51,757,161 | 52,318,688 | 52,210,451 53324,,000 
Special Receipts revenue from all sources will amount to 


Ther 


from the 


-e has been received by way of transfer 
custodian of enemy property, the 
$3,000,000. With this addition, the 


sum of 


$362,370,000, as compared with $324,480,000 in 
1933-34, an increase of $37,890,000. 

The aggregate revenues for the five-year 
period are shown in the following tabulation: 


Summary of all Revenues 
(000 omitted) 


Receipts from taxation.... 
Non-tax revenues..... 


Consolidated fund receipts 
Special receipts..........-.> 


Grand Total.. 


95909—24 


Esti- 
1930-21 | 1931-32 | 1932-33 | 1933-34 | mated 
1934-35 
$ $ $ $ $ 

296,276 | 275,054 | 254,319 | 271,852 | 306,050 
53,291 | 51,757 | 62,318 | 52,210| 53,324 
349,567 | 326,811 | 306,637 | 324,062 | 359,374 
6.622 | 7,028 | 4.493 418 3,000 
356,189 | 333,839 | 311,130 | 324,480 | 362,374 
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EXPENDITURES 1934-35 


Ordinary Expenditures 


The ordinary expenditures for the year, it 


is estimated, will be $356,600,000, which is 
approximately $2,200,000 lower than the 
amounts authorized by vote and _ statute. 
While there is an increase of $10,000,000 over 
the figure of the year before, it is $26,000,000 
below the ordinary expenditure in the year 
1930-31. The increase has not resulted from 
any general expansion in. departmental activi- 
ties but rather is accounted for, in the main, 
by increases in several of the uncontrollable 
expenditures and by provision made for some 
new services. The largest single item of 
increase is for Old Age Pensions which will 
require $2,600,000 over the figure of the pre- 
vious year. The expenses of the dominion 
franchise commissioner in connection with the 


registration of voters and preparation of the 
election lists, will involve a new expenditure 
of $1,560,000. An increase of $1,500,000 under 
the Department of Railways and Canals is 
made up, in part, of the special vote of 
$500,000 for the railway grade crossing fund, 
$100,000 for the encouragement of tourist traffic 
and $785,000 being the dominion’s contribution 
towards the cost of a subway tunnel under the 
Lachine Canal in the city of Montreal. Under 
the Department of Pensions and National 
Health an additional expenditure of $500,000 
has been required for war veterans’ allowances. 
In addition, there has been absorbed, as new 
services, the cost of administration of the 
Farmers’ Creditors Arrangement Act and the 
Natural Products Marketing Act. 

A statement of ordinary expenditures for the 
last five years follows: 


Statement by Departments of Expenditure for the Last Five Fiscal Years 


(000 omitted) 


Se OO0—0OS$0S$00s44—SsN"n—=—=—. 


Ordinary Account 1930-31 1931-32 1932-33 1933-34 seirewerie 
$ $ $ $ $ 
Ngwroul ture. eens sateen sttnetert icon ote ee 10,119 10, 212 8,066 6, 996 7,273 
Auditor General’s Office. .............---0. 416 436 380 376 378 
Civil Service Commission..............++. 343 306 244 221 225 
External Affairs, including Office of the 
Primo (Minigter. so. ete eeen hero eet 928 994 863 974 1,481 
Finance— 
Interest on Public Debt..423. acess. 10s 121, 290 121,151 134, 999 139,725 138,529 
Premium, Discount and Exchange (net)..|............ 2S ers Meatless 1G Lan eos oer cies 
Subsidies to Provinces... 50.6. .0.056- 17,436 13, 695 13, 677 13,728 13, 769 
Special Grants to Maritime Provinces.... 1,600 1,600 1,600 1,600 1,600 
Other Grants and Contributions.......... 778 536 499 398 471 
Civil Pensions and Superannuation.....,.. 1,476 1,405 1,075 1,009 953 
General Bxpendituresc icc -eute reese 1,794 1,845 2,046 3,148 3,945 
IRIGHEHIOH aro heehee pustate eerie icaarciar arte a carte 2,435 2,046 1,787 1,596 1, 662 
Governor General’s Secretary’s Office...... 142 148 136 136 132 
Immigration and Colonization.............. 2,588 2,200 1, 689 1,369 1,297 
TridianvAttairg fsck «caveats oh otra oie averaue 6,069 5,081 4,499 4,380 4,340 
TRSUPaM COM rarer ae roehan to tare cin hensin ceo ia.Guelesedete 178 180 161 152 165 
ANGOLIOT ne renicrstiaversetatacciste all pias eareeel a oveaufaroaetanels 8,104 4,647 3,454 2,833 2,837 
JUBELCO: acckicanat en iee ICAtot ciineas Aotenie ey eiaee 2,538 2,560 2,458 2,485 2,766 
Pont hOnwlarlesaa ast oc) cite Rare cele oie ens 3,237 2180 2,870 2,677 2,748 
BN SYov 7s Oh RACs cree nero A Goo mine Beano Soa 797 633 605 560 586 
Mechnical MauCAtloni weenie cet tele ies a: 391 283 202 129 150 
@IdMAPerPensiOns ances ecitenrcecr cy seriele tera 5, 658 10,032 11,513 12,314 14, 900 
Legislation— 
EOuse Oi COMMONS james cei eictenieeere 1,721 1,982 2,210 986 1,803 
Library Of Pariiamenteed.¢ desis «se 76 81 65 69 71 
ROTI EO Rta a enero a teeite ole cle > eieictevaetoiais) sitevelnusts 568 650 747 286 495 
Granorall: dnemtiseeds desecrate 65 79 81 62 95 
AWG AVAIONVETATI CAUSE) LUCE aye cctercsis cerita rae | ak osoeartel cee revel le our! ose tetvin c/o oke esacsvabevai sien tal | ev ateketareMarsevators 1,560 
Chief Electoral Officer, including elections 2,256 145 56 32 135 


i 
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Statement by Departments of Expenditure for the Last Five Fiscal Years—Concluded 


(000 omitted) 
— — ——————————————————————————_ 
. Estimated 
, -39 " a 
Ordinary Account 1930-31 1931-32 1932-33 1933-34 1934-35 
$ $ $ $ $ 
Warénor. COR 00). Be Se eee eae 8,030 7,262 5,801 5,439 5,911 
Canadian Radio Broadcasting Commis- 
Ha ee ee ean em ty Ic Ge Se Sich earner ear 149 1,025 1, 252 
Mines and Geological Survey.............+- 1,420 1, 264 1, 048 909 1,009 
Movements of coal and Dominion Fuel 
Agts eS 8. act. hits Aes aaah anes 514 721 1, 220 2,742 2,450 
National Defenee— 
Militia GETVICG, oo oo os cath toe eee 10, 953 9, 700 8,719 8,774 9,335 
Naval Berviwel. gee ee eae ees 3,598 3,043 2,167 Peay fil 2, 222 
Air Servieoss odinuc wmestnt te lera attan- Shenae 7,147 4,040 Lgok 1, 685 2, 262 
Sundry Services 3... sce caps eet teens 1,928 1,347 1,078 791 371 
National Revenue (including Income Tax). 13, 972 13,920 10, 846 10, 354 10, 264 
Pensions and National Health— 
Treatment and after-care of returned 
BOMMIENB 5 « cere c+} Srnec ee ok ane 9,774 11, 154 10, 066 9,124 9, 687 
Pension, war and military..............-- 45, 541 48, 249 45,079 43, 883 43, 638 
Beéalth Divistogs. .YA96. Ais oat oes 1,342 1, 246 924 80: 817 
Post Offices... aiisiied dota « ee eS 37, 892 36, 052 31, 607 30, 554 30, 528 
Privy. COnp0ts pica scistia< gene ase wats 54 53 47 49 46 
Pablié AvGHiIVGs cece s tet tee ed eye pein 212 212 174 157 210 
Public Printing and Stationery............. 295 289 231 172 388 
Public Worka:.. scisiciel.. ie « RAT 25, 453 17, 648 13, 108 10, 827 10, 106 
Railways and Canals. .....15...000008+---+- 4,479 3,997 3, 667 3,315 4,8 
Maritime Freight Rates Act............. 3,615 2,555 1,921 1,989 2,573 
Royal Canadian Mounted Police............ 3, 192 3,488 5, 626 5,315 6, 000 
Secretary of Stuwsye.c0d «ic. oa siciet hatins 479 483 418 387 385. 
Soldier Settlement Board................+- 1,300 1,036 818 810 766 
Trade and Commerce— 
Departiaeat.... cds vee. daee eels ane 4,955 6,417 roll 3,007 3,197 
Mail subsidies and steamship subventions 1,323 2,999 2,081 2,221 2,280 
Canada GramiusiGts.cot: dcp tepiesteoemtcer 2,356 2,306 2,026 1,759 1,711 
Total ordinary expenditure......... 382, 827 365,873 349,811 346, 649 356, 638 


Capital Expenditures 

Under capital expenditures, the chief item 
amounting to $4,900,000 is for dredging the 
river St. Lawrence ship channel. Compara- 
tively small amounts have been required for 
the Welland ship canal and towards com- 


terminals. The total for the year will be 
$7,100,000, an increase of $600,000 over the 
expenditure of the previous year. The esti- 
mates provided for an expenditure on capital 
account of $7,246,000. 

A comparative statement of capital expendi- 


pletion of the Hudson Bay railway and ture over the five year period follows: 
Capital Expenditures 
(000 omitted) 
Esti- 
— 1930-31 1931-32 1932-33 1933-34 mated 
1934-35 
on § $ $ $ $ 
Chortdila. 5 os i babs eases cp Segre panes Sa eer 9,842 3,299 3,027 1,975 317 
Railways Po hls « GAET 1 Oa ns AM tars Steins 6,371 6,242 1,503 737 530 
Public Works..........:cccesceceeccssncrserrecseres 12,009 7,439 4,018 3,778 6, 289 
Total capital expenditure................. 28, 222 16,980 8,548 6,490 7,136 
Special Expenditures 1930-31... .. $ 4,432,000 
Special expenditures will total $66,100,000, j93)-39.. vm 38,295,000 
of which $60,400,000 represents payments in 
. LOS225 che» capeleatale 
the fiscal year for unemployment relief 932-88 36,721,000 
measures. This amount is much greater than 1933-34... .. 35,898,000 
in any previous year as will be seen from the 1934-35.. 60,448,000 
following statement of expenditures for un- poe - gies 
employment relief since 1930-31: Total; clay cue sw oo ve cee  SL70, FOE 000 
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The estimated expenditure in the present 
fiscal year has been made for the following 


purposes: 
Dinectir clilet ie Malas ie ec $33,500,000 
Dominion contribution to provincial 

and municipal works and under- 

tala bate sje) AMCity as BenOfOmD & loQeoor Uteror 5,110,000 
Public Works Construction Act, 

1934. 8,500,000 
Donihaion neribation Fe relief i in 

Saskatchewan drought area. 5,000,000 
Other expenditures, fielding: do- 

minion projects, camps for engle 

homeless unemployed men, ete. 8,338,000 

Total. $60,448,000 


The Paes for direct relief have 
been much greater than the actual expense 
incurred in the fiscal year period. In the 
first place, it will be remembered that the 
Relief Act of 1933 limited the amount which 
could be expended for direct relief to $20,- 
000,000. This resulted in a carryover from 
last year amounting to $9,360,000, which has 
been disbursed in the present fiscal year. 
Furthermore, the institution of monthly 
grants in aid to the provinces covering the 
dominion’s contribution for relief expenditure 
from August Ist last, has had the effect of 
bringing up to date the dominion’s share of 
direct relief expenditure, whereas in previous 
years the usual delay in the presentation of 
accounts first by the municipality to the 
province and then by the province to the 
dominion, had the effect of creating a very 


considerable lag in the disbursements. At 
the present time, the monthly grants to the 
provinces amount to $1,751,000. 

It is estimated that up to the end of March, 
$5,000,000 will be paid out by way of advance 
to the province of Saskatchewan for relief in 
the drought area and actual disbursements 
by the province are being checked by a repre- 
sentative of the dominion stationed at Regina. 
A final decision has not yet been reached with 
the province as to the amount of the cost of 
these relief measures which will be assumed 
by the dominion and, in the meantime, the 
sums which have been advanced have been 
accepted by the province as loans for which 
security has been given. In order, however, 
that our statement of expenditures for the 
year may be as inclusive as possible of obliga- 
tions relating to the year, our estimated ex- 
penditures as listed above include the whole 
of the $5,000,000 made available to Saskat- 
chewan to date for disbursement to farmers 
in the drought area. 

The program of dominion public works 
under the Public Works Construction Act 
passed at the last session, provided for a 
total expenditure of $39,690,000. While the 
actual disbursements to the end of the fiscal 
year will be about $8,500,000, contracts and 
commitments actually made to date are in 
the neighbourhood of $25,000,000. 

A comparative statement showing Special 
Expenditures under the different heads for 
the past five years follows: 


Special Expenditures 


(000 omitted) 
Esti- 
— 1930-31 1931-32 1932-33 1933-34 mated 
1934-35 
$ $ $ $ $ 

A CiUShMVEN TOL WAP Clad Ses qc mvt wicloine enmmsiensae itaaeae i10 91 55 56 60 
Coston loan HOvApIONS a memased daca amie tery sn tiae cere 193 1,350 1,639 2,550 2,860 
Miscellaneous chargeseen srelacerd series rere eiornes erates 2,955 3,500 2,951 2,517 2,383 
Reparations-claims for compensation.............-... 500 1,331 USS: s| see sewers aie 6 
Wnemploymentrelier, L980M sae ase a fete 4,432 13,190 548 4 a 
Wiroinasloyncysmnclbm Wile = Poe eoocoancseonedecun|>osecseco: 25,106 17,048 564 55 
Mnemmmlovameutmelten, LOS Qn. acter ieee eters cesta rates | eleue eres enaisr ay pte mem tectrtataaed 19,125 6,948 310 
lUpnysacy lonariOrujagtbOr MB Rogen. 4 ohvudanceoedon ete on ano Uecee sn oljpgocedbadallrato sos 4 28,382 2,430 
(Uperaayllopanlane git iy 1h Saas hs op om Seo aT soe apeono Haakon acd acnenonsec||contoncanalitaooco: con 49,150 
Wiech DONS MRR Re erie eee her coy: Pom eiueernace cia icdetePar vis fe cerstene llerelosaeue cts cole 10, 908 1 ES Bl ER reed Pe eis oe Oe 
Reduction of loans to soldier settlers................5. 8 DOOM ae: hcer all en ee 1,766 400 
il liGaw oxlesi@ ONSbRUCbLOM AG Ur recite ot-cors-0 ssoscusncierr cee ote ta| uate isoeile <,-feed lPes sum mee ere ate | ements] ehovererercretans 8,500 
Total special expenditures................ 16,789 55,476 43,365 42,787 66,157 


Loans to Provinces 
It has again been necessary, as in the previous 
three years, for the dominion to assist the 
four western provinces by the granting of 
loans to enable them to finance, in part, prov- 
incial and municipal] expenditures for relief 


and to make loans to farmers in distressed 
areas for the purchase of seed grain, feed, etc. 

During the year, several of the provinces 
were able, by reason of their improved bud- 
getary position and the strength of invest- 
ment markets, to make public issues of 
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cette teen nae AAAI 


securities and they were not obliged to rely 
wholly upon the dominion for their borrowings. 
The aggregate of the loans by the dominion, 
however, was large, the net amount, after 
crediting repayments, being $23,300,000, divided 
among the provinces as follows: 


Manitoba.. me ae $ 2,900,000 
Saskatchewan... sis os 2+ 16) be 10,500,000 
Alberta... .. scien ee 20 eee 1,900,000 
British Columbia.. .. .. .. +. 8,000,000 

$23,300,000 


The net amount of loans outstanding at the 
end of the previous fiscal year was $51,300,000 
which, with the net loans granted in the cur- 
rent year of $23,300,000, brings the total of 


dominion assistance to the four western prov- 
inces by way of loan under the relief acts, to 
$74,600,000. Short date Treasury Bills bearing 
interest at the rate of 5 per cent to July Ist 
last and 44 per cent thereafter, have been 
tendered by the provinces in respect of the 
loans. Interest has been paid in cash by the 
provinces of Manitoba, Alberta and British 
Columbia as it became due, but the province 
of Saskatchewan, being unable to meet such 
payments, has covered the interest accruals by 
tendering their treasury bills. 

A statement of the loans to date by provinces, 
showing the purposes for which they were 
granted, follows: 


Loans to Provinces under Relief Acts 
Estimated Net Outstanding March 31, 1935 


Loans Loans for 
Loans to meet | specifically for provincial 
— maturing Agricultural |purposes  gener- Total 
obligations Relief, ally including 
and interest including feed |public works and 
and seed grain direct relief 
$ $ $ $ 
Manitoba...........----eccss ener eee c ees 3,425,316 265, 000 9,418,313 13,108,629 
Sagkatchewaiesscak oe osname dee misters fepsle- 3,934,341 7,892,633 22,662,452 34,489, 426 
Alharta. «2... di acacice te cea serene Seer 3,142,000 2,235,000 6,600, 000 11,977,000 
British Colum BiG ees an sisciose sfarsmrareia oleverarene ee Ni ie roe ees Soe 9,715,571 15,014, 235 
15,800,321 10,392, 633 48,396,336 74,589,290 


Loans and Advances—Non-active 

The total outlay under this head will be 
$1,700,000, as compared with over $3,000,000 
last year. These are amounts paid for deficits 
and capital requirements of the Canadian 
National Steamships, the deficit of the Jacques 
Cartier bridge, Montreal, and for loans to 
several of the harbour commissions. Being 
non-interest producing, these advances are 
treated as additions to the net debt. 

It is gratifying to note that the operations 
of the Canadian National Steamships have 
marked improvement over the 
previous year. The cash deficit of the West 
Indies Service amounted to $567,000, as com- 
pared with $968,000 in 1933. The ships re- 
maining in the Canadian Government 
Merchant Marine fleet operated in 1934 at a 
cash loss of $127,000, as compared with $18,000 


shown 4 


in the previous year. In addition, $43,000 
was provided from dominion funds for capital 
expenditures on the West Indies ships. The 
total amount required for the steamships in 
respect of operations in 1934 was therefore 
$737,000. The merchant marine, due to cur- 
tailment in operations, found it possible to 
return to the dominion a further $250,000 ad- 
vanced some years ago for working capital, and 
with the application of this credit, the net 
amount required for shipping services this 
year will be $487,000. The amount paid to 
the Montreal harbour commission for the 
deficit on the Jacques Cartier bridge was 
$434,000, bringing the total amount which the 
dominion has had to pay since 1930, to 
$2,022,000. 

Non-active loans to the harbour commis- 
sions at Chicoutimi, Halifax, Quebec, Saint 
John and Three Rivers, will total $802,000. 
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A statement of non-active advances for the past five years follows: 


Loans and Advances, Non-Active 


(000 omitted) 


Estimated 
1930-31 _ 1931 -32 1932-33 1933-34 1934-35 
$ 8 $ $ $ 
Loans to Can. National Steamships. . 1,827 1,199 1,383Cr. 14Cr. 487 
Loans to Harbour Commissioners. . 3,661 1,913 4,898 2,110 py 
Can. Pacific Railway (Relief Acts).. — — 1,447 1,000 — 
Accounts carried as Active Assets 
transferred to Non-active..... -—— — 62,938* — 11 
5,488 Sa Liye 67,900 3,096 1,735 
* Canadian National Railways—Loans of 1931-32 .. Nite $41,121 
Sundry Harbour Commissions—Advances prior to 1932- 33 are 21,817 


In addition to the advances to harbour com- 
missions treated in our accounts as non-active, 
there has been made in the past year a com- 
paratively small amount of loans to the har- 
bour commissions at Montreal and Vancouver. 
As interest is paid by these commissions on 
the loans which they have received from the 


treasury, they are carried in the accounts as 
active assets. 

For purposes of record, there is submitted a 
statement showing loans to all harbour com- 
missions for the past five years and the aggre- 
gate to date, which has now reached the large 
sum of $138,000,000: 


Advances to Harbour Commissions 
(000 omitted) 


| Esti- 
od 1930-31 1931-32 1932-33 1933-34 mated 
1934-35 
$ $ $ $ g 
Ghieowbimade se he se sect sccucees eae cde eames Reweectar sae 846 465 324 332 256 
ner Meee cet ao a aia cease Cats IRS A easton te ae arse eee 3,539 2,752 1,023 151 65 
ONGTOAMR avers seret seed ss Gee erciate acne ire mir ong eat 2,291 1,412 584 449 97 
Montréal Bridec.deticrt.,.o12 1s ceeue de seen acc 170 534 395 489 434 
Nive \Wiestiminstert. cnissas niches siisis er cree ieneyner: ones rs | usm itetenerer as 189 66 LOU vac apeices 
QUeD eG eee a ee ada ee ee eae 3,491 - 1,379 341 107 4 
ESE bal nel (oy ab sPaeneyte, Som eannt eee aS ne ae aS Nae A ca HET E INS & cance 1,094 5,764 2, 654 924 471 
TRrECMRIVErS ee: ee aa eee oe ea noe eee 1,544 747 160 107 6 
Vancouver sian See odtle ceh once SA ata... Ree thourstens 2,802 BOO A eee tanrecbost 1,208 296 
15,777 14,051 5,547 3,786 1,629 
medvanest tes Date Canadian National Railways 
: “ue ( CS) The amount required in cash from the do- 
Chicoutimi. . nb GON By oe $ 3,539 ame ; E 
Halifax: 8.833  ™minion treasury for deficit of the Canadian 
Montreal. 58,519 National Railways decreased by $10,500,000 
Montreal Bridge deficit. 2,022 in 1934, as compared with 1933. Increased 
New Westminster. 275 ares i 
Quebec... x 26,261 earnings, on the one hand, and decrease in the 
Saint John. . 13219 charges for exchange involved in payment of 
Three Rivers. . nse 2,700 interest abroad, were the main factors in this 
Vancouver... .. .. .- 22,9021 : ; ; ’ 
, improvement. Gross earnings were greater 
¢138,289 by $16,400,000, or 11 per cent, and while 
——— operating expenses were somewhat larger 


Canadian Farm Loan Board 

New capital furnished to the Canadian 
Farm Loan Board in the year will amount to 
$353,000, bringing the total investment of the 
dominion to $8,856,000. 

Bonds of the board are now purchased on 
a basis of 4 per cent instead of 5 per cent, 
as formerly, and a corresponding reduction 
has been made in the cost of money to 
farmers who borrow from the board. 


than the estimated figures presented in the 
railway budget, the outcome on the whole 
was slightly better than anticipated at the 
beginning of the year. The amount required 
for deficit, after payment of interest due the 
public, and taken into the accounts of the 
dominion as an expenditure for the year, 
amounted to $48,400,000, as compared with 
$58,900,000 in 1933. While this reduction in 
the deficit affords a very welcome relief to 
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the treasury and tax-payer, the deficiency 
which still remains is of such proportions as 
to constitute a most serious drain on. our 
resources. 

Actually, the books of the company show a 
loss in 1934 of $89,600,000. This figure can 
be reconciled with the amount of our pay- 
ment by deducting $36,000,000 for accrued— 
but unpaid—interest on government advances 
and $5,200,000 for various charges not involv- 
ing cash outlay on the part of the railway. 

In addition to provision for the deficit, the 
dominion furnished by way of loan $579,000 
for capital expenditures and $10,170,000 for 
retirement of miscellaneous maturing debt, 
making a total paid on all accounts in respect 
of the operations in the year 1934, of $59,100,- 
000. The budget of the railways, as presented 
to parliament, provided for a total amount 
of $65,200,000. It will be seen, therefore, that 
the net requirements for the year were $6,- 
000.000 less than estimated, accounted for 
mainly by savings in capital expenditures. 

In addition to the assistance granted in 
eash, the dominion guaranteed an issue reyes) 
per cent 16-year bonds to the amount of 
$20,500,000 issued and payable in Canada 
only, for the purpose of refunding $17,060,000 
Canadian Northern dominion guaranteed 4 
per cent debenture stock which fell due on 
September Ist last and $3,510,000 Great 
Northern Railway Company of Canada 4 
per cent bonds due October Ist last. The cost 
of this flotation to the company was 3-10 per 
cent, the resultant saving in interest charges 
being about $200,000 annually. 


On February 15th last, another issue of 
Canadian Northern Railway Company 4% 
per cent dominion guaranteed bonds fell due, 
payable in Canada and New York, and was 
provided for, pending a suitable opportunity 
for the issue of long-term securities, by the 
issue of 2 per cent temporary guaranteed 
bonds. No public sale took place in this 
connection, $6,831,000 having been advanced 
from the dominion treasury and the balance 
of $10,169,000 having been secured by the 
sale of temporary bonds to trustees of rail- 
way equipment issues. 

The debt of the Canadian National Rail- 
way system, outstanding in the hands of the 
public is now $1,238,000,000, having been re- 
duced by $15,000,000 in the past year. Of the 
amount outstanding, $956,000,000 are obliga- 
tions guaranteed by the dominion. 

A further improvement in railway earnings 
is anticipated in the year 1935 and the estim- 
ates of the company are based upon a fur- 
ther reduction of $4,400,000 in the deficit, 
bringing the loss to $44,000,000. In addition, 
the company will require $5,500,000 for capital 
expenditures and $25,700,000 for retirement 
of capital obligations, including sinking funds 
and equipment principal payments and the 
$17,000,000 bond maturity on February 15, 
1935, already referred to. The total of these 
amounts is $75,200,000. 

The following statement summarizes the 
financial requirements of the Canadian Na- 
tional Railway system in respect of the 
calendar year 1934, as compared with their 
budget figures and with their actual require- 
ments in 1933: 


Canadian National Railways 


Financial Requirements 


— Actual Budget Actual 
1934 1934 1933 
ae $ $ $ 
By Cash: 
Deficit— 
System (ex. eastern lien)... < + ante Sune a oemere ae 42,589,825 43,240,298 52,263,819 
Basterti 1ined. 1... scarce nocd cde eae rnp aaeene vee sees 5,818,076 5,600, 000 6,691,569 
48,407,901 48,840,298 58,955,388 
Capital expenditures.....-..---seesecer ester errr stee ners ces 578,991 4,202,007 1,958 116 
Debt retirement. ....-.cecccsers racers ssederehererrances es 10,170,618 12,185,828 11, 269, 985 
59,157,510 65, 228,133 72,183,489 
Less working capital available......-s.-snctserrerranterene|adsntins senmeineiint teeieas tients 5,000, 000 
Total... 551 FOG UF. Sesion oe vives 59,157,510 65, 228,133 67,183,489 
By guarantee: fe 
1934 Long Term Refunding (Maturities $20,573,583)... ...... 20,500, 000 20 B00, D007. vanes co sees . 
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Summary of Expenditures 


The grand total of expenditures for the 
year, under all heads, including relief and: 
railway deficit, will be $480,000,000. This is 
an increase of $22,000,000, as compared with 


1933-34, which is more than accounted for by 
the increase in unemployment relief outlays. 

A summary of expenditures, with compare 
isons for the previous four years, is now sub- 
mitted: 


Summary of Expenditures 
(000 omitted) 


Esti- 
— 1930-31 1931-32 | 1932-33 | 1933-34 mated 
1934-35 
$ $ $ $ $ 
Ordinaryiexpenqibures--een-Prer tee fa eee ea 382,827 365,873 349,811 346, 649 356, 638 
Capitaltexpen Gibaresieer a resem eee trea. Steere eee 28, 222 16,980 8,548 6,490 7,136 
Specialtexpendituncs: Ne eee ee ene 16,789 55,476 43,365 42,787 66, 157 
Loans and advances, non-active...................005- 5,488 oy Lie 67,900 3,096 1,735 
Canadian National Railway deficits— 

Siystem ex, Gastern linest tart ase tie ee aoe aman. | eipmet ere Cea Renee 53,428 52,264 42,590 
Hasternlinestra. 4 eevee me ea 62 6,632 8,717 6,691 5,818 
440,038 448 , 073 531,764 457,977 480, 074 


*Corresponding figures for operations in the years 1930 and 19381 were $28,425,000 and $52,256,000 respec- 


tively. 


The losses in 1930 and 1931 were financed by loans and/or guarantee of securities. 


Government 


loans of $41,121,000 in respect of 1931 operations appear in the above statement under Loans and Advances 


Non-active for the year 1932-33, 


Net result of Year’s Operations 

Taking the ordinary revenues for the year 
at $359,300,000 and ordinary expenditures at 
$356,600,000, there is a resulting surplus on 
ordinary account of $2,700,000. This is the 
first surplus on ordinary account since 1929-380, 
and compares with a deficit of $22,000,000 last 
year and $43,000,000 the year before. 

There are, of course, to be taken into con- 
sideration, capital and special expenditures, 
less special receipts, and loans and advances 
non-active, to arrive at the net result for the 
year on government operations. These amount 
to $72,000,000, and wipe out the surplus on or- 
dinary account, producing a deficit of $69,- 
300,000. 

Adding the railway deficit of $48,400,000, 
the total increase in debt for the year be- 
comes $117,700,000. The corresponding figure 
for the previous year was $133,500,000, in- 
dicating an over-all improvement of $15,- 
800,000. 

It may be useful at this point to analyze the 
increase of debt which the dominion has had 
to assume in the past five years and to in- 
dicate briefly the purposes for which the 
added obligations have been incurred. The 
net debt has risen by $669,900,000 since the 
end of 1929-30. The present administration 
took office in August, 1930, after the budget 
for 1930-31 had been determined and, with 
the exception of unemployment relief ex- 
penditure of $4,400,000, the deficit of $83- 
800,000 incurred in that year cannot properly 
be attributed to its period of office. For the 


purpose of making a complete presentation, 
however, the year 1930-31 is included in this 
computation. 

The largest single factor contributing to the 
increase of our debt has been the deficits of 
the Canadian National Railway system. The 
total expenditure in that connection has been 
$223,900,000, accounting for 34 per cent of the 
increase in debt in the period. Undoubtedly, 
the falling-off in traffic due to the depression 
would in any event have imposed serious 
burdens on the public, but the problem was 
rendered particularly acute by reason of the 
dead-weight of railway debt incurred for rail- 
way expansion in the previous eight-year 
period, much of it payable in external cur- 
rencies. 

Next in order of importance comes the 
expenditure for unemployment relief and 
wheat bonus, aggregating $188,500,000, repre- 
senting 28 per cent of the total increase in 
debt. 

Deficits on ordinary account, due to the 
falling off in taxation revenues and notwith- 
standing drastic curtailment in expenditures 
and personnel of government departments, 
amounted to $135,350,000, or 20 per cent of 
the additional debt incurred in the period. 

Capital expenditure on public works totalled 
$67,300,000, or 10 per cent. Of this amount 
$28,200,000 was incurred in the year 1930-31 
alone. 

Loans and advances, non-active, chiefly to 
harbour commissions and steamships, amounted 
to $40,200,000, or 6 per cent. The greater 
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part of the expenditure for harbour com- 
missions, amounting to $35,600,000, arises out 
of projects initiated and carried on before the 
present government took office. The ex- 
penditure was then carried in the accounts as 
active assets and excluded from the net debt. 
These so-called assets were written down in 


1932-33, as the commissions had no revenues 
over operating expenses to support: this debt. 
The balance of the debt increase is made 
up of miscellaneous special expenditures, total- 
ling $14,500,000, or 2 per cent. 
A brief statement accounting for the in- 
crease of debt is now submitted: 


Increase of Net Debt, March 31, 1930, to March 31, 1935 


Canadian National Railway deficits... .. .- -- #1 +s es ee te tees 
Unemployment.relief and wheat bonus.. .. -. -- ++ ++ es es te tte 
Deficits on ordinary account... .. .- «1 s+ 62 se ee te te ee 


Capital expenditures.. .. .. .- 
Loans and advances, non-active.. 
Other special expenditures, less special 


Increase in net debt, 1930-35.. 


receipts... .. 


Amount Per cent 
$223,970,000 34 
188,500,000 28 
135,350,000 20 
67,380,000 10 
40,200,000 6 
14,500,000 2 
$669,900,000 100 
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While the debt figures have grown in the 
five year period to the extent indicated, for- 
tunately the annual interest burden has not 
increased in anything like the same propor- 
tion, due to the notable savings made through 
debt refunding operations. In actual fact, the 
annual charges on the total interest-bearing 
debt of the dominion, funded and unfunded, 
have increased by only $14,300,000 in the five 
years. This is the measure of the additional 
burden in fixed charges in the period of the de- 
pression. Had the new debt been incurred 
at the average rate now prevailing, and had 
there been no such savings through refunding. 
the addition to the debt charges would have 
been almost twice as large. 

Furthermore, it should be pointed out that 
$3.450,000 of the increased debt charge of 
$14,300,000, arises out of the transfer this year 
of 3 per cent dominion bonds to the Bank of 
Canada in respect of the outstanding note 
issue not covered by gold or silver. There 
will be on the revenue side an off-setting item, 
at least in part, to the interest payable on 
these bonds in the profits which the bank will 
turn back to the government. The transaction 
is more in the nature of an internal financial 
arrangement than the creation of a new debt, 
an interest bearing liability having, for the 
purposes of the establishment of the bank, been 
substituted for the non-interest bearing 
liability formerly represented by the un- 
covered note issue. 

Controllable and Uncontrollable Expenditures 


The fixed and uncontrollable expenditures of 
government in the current year will total 
about $233,000,000 and the controllable, $138,- 
000,000; that is, out of every $100 spent by 
the government, nearly $63 is required for 
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interest, pensions, provincial subsidies, ex- 
soldiers’ care, and similar items. This com- 
putation, as in past years, excludes the cost of 
unemployment relief and the Canadian 
National Railway deficit. 

It may be opportune to call attention again 
to the reduction which has been made in 
controllable expenditures since 1930-31. While 
uncontrollable items exceed those of 1930-31 
by $21,500,000 the main increases being in 
interest on public debt and old age pensions. 
the controllable expenditures on ordinary ac- 
count now stand at $45,500,000 below the figure 
of four years ago, a reduction of 26 per cent. 
Capital and other expenses are down by $33,- 
600,000, making a total reduction of $79,100,000. 

The decrease in ordinary expenditures has 
involved not only the closest scrutiny of 
estimates and careful administration on the 
part of the spending departments, but a con- 
tinuous supervision of personnel and spending 
policy through the treasury board. The actual 
decrease im the number of government em- 
ployees since 1930, including fluctuating as 
well as permanent staffs, has been 12,700, 
with a resultant saving in salaries and wages 
exceeding $12,000,000 a year, apart altogether 
from the amount of $7,300,000 arising from the 
operation of the Salary Deduction Act. 

The first and fundamental step in the 
strengthening of treasury control of expendi- 
tures in the past four years, was the revision 
of the Consolidated Revenue and Audit Act 
and the consequent reorganization of govern- 
mental accounting staffs instituted at the 
instance of the Prime Minister in 1931. Since 
that date, there has been an increasing degree 
of treasury control of expenditures. The 
advantage to the tax-payer has been apparent 
from the figures cited above. It is to be 
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expected that with the addition of new govern- 
mental functions under the legislation of 


parhament, as, for example, unemployment. 


insurance, there will be some expansion in 
the ordinary expenditures of government and, 
with improvement in business and expanding 
revenues, some additional amounts will be 
required for existing services which have been 
placed upon short ration in recent years. 
Nevertheless, the dominion’s fixed obligations 
are such as to require, for some years in the 
future at least, most prudent and economical 
administration. To that end, the technique 
of control, which has been developed in recent 
years, will need to be mainitained and 
strengthened wherever possible. 

In submitting the expenditure statement 
classified under the headings “Controllable” 
and “Uncontrollable,” the comparative figures 
for the year immediately before the war, 
1913-14, are given as a matter of record, It 


will be recailed ithat last year attention was 
drawn to the fact that after eliminating Post 
Office expenditures, for which there are com- 
pensating revenues, the ordinary controllable 
services were costing on a per capita basis 
practically the same figure as in 1913-14. The 
same situation holds in so far as the current 
year’s expenditures are concerned. As pointed 
out last year, this fact is all the more im- 
pressive in indicating the economies which 
are now being observed when one considers 
the lange amounts involved in expenditures 
to-day for which there was no counterpart in 
1913-14, for example, air services, radio 
services and broadcasting, research bureau and 
coal movement subsidies. 

A statement comparing the controllable and 
uncontrollable expenditures in the years 1913- 
14, 1930-31 and 1934-85, showing the per- 
centages of the total required for the various 
services, is now submitted: 
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Expenditure, Uncontrollable and Controllable 
(000 omitted) 


1913-14 


—-- Actual | Percentage Percentage | Based on | Percentage 
Expendi-| of total Esti- of total 
ture Expenditure Estimates 
$ $ 
In General Uncontrollable— 
Interest on Public Debt........... 12, 894 9-36 138, 529 37-32 
European WAT. PeDSIODS. i045 cae en ahan- 2hcsaas| Raves s Eee 42,000 11-31 
Old tbe HAIOTE Coo cole Ponca sco lawes tos meu larac cde wt 14, 900 4-01 
Other pensions and superannuation. 756 0-55 4, 626 1-25 
Care of returnetl soldiéreiscig. cen us | ne sitee - Ut akleom ss ee ss 10,137 2-73 
Subsidies to provinces............. 11, 280 8-19 15,369 4-14 
Cyhley TDS, oot Sere eae 3,101 2-25 7,540 2-03 
Total Uncontrollable........ 28,081 20-35 233,101 62-79 
Controllable— 
Ordinary— 
Agriculture, including Marketing 
KGt, dfs a cas ceu 5 mame iiees aaa 2-37 7,200 1-96 

Mittheries. 224535 . eGseah.. Bot 1-20 1,502 0-41 

Indian All artes, toc ctemene tees 1-54 4,104 1-11 

TRUOISON. « » oes Sos eine Popes Tee 3-73 2,837 0-76 

Justice—including penitentiaries.. 1-79 5, 206 1-40 

Marine—including radio commis- 

SOU? She vou e a eR es 3-57 7,163 1-93 

Mines—including movements of 

Odelisesai. Nase. ee. sth ee 0-54 3,459 0-93 

National Defence............--+- 8-72 14,190 3-82 

National Revenue.............-- 3-72 10, 264 2-77 

Post O8860. <55:255,.sa0seneyoesere 9-85 30,528 8-22 

Public Werks... idees<peenees es 14-73 10,106 2-72 

Railways and Canals............ : 4,639 1-25 

Royal Canadian Mounted Police. 5,773 1-56 

Trade and Commerce........... 7,021 1-89 

Other Ser ViCGS. ....cese ccs acca 15,601 4-20 

175, 205 129, 666 34-93 
Capital— 

Balwaye. oc doccwxe rn waeneve™ 9, 842 530 0-14 

ein lin Secs. 2 Mae ans ne Penahaee 6,371 317 0-09 

Pablic Works. snes ox Wate. ooaes 12,009 6, 289 1-70 

28,222 7,136 1-93 
Special, including Miscellaneous 
Charred... Sianeiaxhc pra ec ae 9,456 635 0-17 
Loans and advances non-active..... 4,325 680 0-18 
Total Controllable.......... 109, 698 217, 208 138,117 37-21 
Total uncontrollable and controllable.| 137,729 428,894 371,218 100-00 
Not included in the above— 
Canadian National Railways De- 

Keites.{. aid. te. Je. RMT | alle teen seers 3 i hal EAE | eg ae 485408 Wi. 5. Weds 
Unemployment Relief.........+++-Jeeeeseeeeefectersenenes A ABS Aes sccwiers + Brak BL, OAR) TR, . piso biemiees 
Public Works Construction Act...)......2ccsfeecssceecessferscraescnieeseresevees ot Oe ee ae 
Canadian Government Railways— 

Capital and Geficit....cssecscces|  LMpMOD [rwriecrccevvafevcccccrecefersecsnsasseadsesccsosevesesssneaweens 


Railway subsidies............+-+| 19,086 |...........e[eeeeesccen|eresscenreee[pennecesnalencrsnccaeee 


LOAN FLOTATIONS In May last, an issue of £10,000,000 34 per 

In the fiscal year 1934-35 the dominion cent registered stock was sold in London at a 
issued loans in three markets—London, New price of 96.50, or at an interest cost of 3.48 
York and Canada. These loans were made per cent. The issue will mature May 1, 1955 
for refunding, as well as for current require- with the right to call at par on or after May 
ments. 1, 1950. Part of the proceeds of this issue 
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was used to pay off the 3} per cent sterling 
loan dated June 1, 1884, and maturing June 
1, 1934. The amount of this loan outstand- 
ing was £4,822,029, of which £2,086,776 was 
held in the sinking fund. The balance of the 
proceeds was used for current purposes, in- 
cluding a temporary loan to the Canadian 
National Railways’ to enable it to redeem 
stock on the London register of the issue 
maturing September Ist, already referred to. 
The government was later reimbursed by the 
issue of guaranteed railway securities in 
Canada. 

The $60,000,000, 4 per cent notes due 
October 1, 1984, in New York, were called for 
redemption on September 1st. A one-year 
banking credit was obtained from New York 
banks at a rate of 2 per cent to the amount 
of $50,000,000 to pay off the called notes. The 
balance of $10,000,000 was met out of current 
cash resources. 

On November 1st, last, the unconverted 
balance of the 1919-34 Victory loan amount- 
ing to $222,216,850 matured. To meet this 
maturity, the 1934 Refunding loan was issued 
in Canada on October 15th. This loan was 
offered in four maturities; two-year bonds 


with interest at 2 per cent, five-year with in- 
terest at 24 per cent, eight-year with interest 
at 3 per cent and fifteen-year bonds with 
interest at 34 per cent. The fifteen year bonds 
were made subject to call, at the option of 
the government after ten years. The two- 
year bonds were offered at 98.90 to yield 2.57 
per cent, the five-year at 98.15 to yield 2.90 
per cent, the eight-year at 97.00 to yield 3.43 
per cent and the fifteen-year at 96.50 to yield 
3.81 per cent. 

A small concession in interest and, on the 
two longer maturities, a premium on the mat- 
uring bonds, was offered to those who con- 
verted into the new issue. The total amount 
of Victory bonds converted into the new 
issue was $157,369,900, or nearly 71 per cent 
of the amount outstanding. Cash subscrip- 
tions totalled $119,405,100, of which only 
$86,170,200 was accepted. 

The practice of issuing treasury bills by 
public tender was continued. The most recent 
issue, was made yesterday when $15,000,000 
of three months’ bills were sold at an average 
discount rate of 1-76 per cent. The follow- 
ing is a statement of the issues made: 


Treasury Bills Sold by Public Tender 


April 18, 1934— 


due July 1, 1934—8$ 1,600,000 sold at an average cost of .. .. .. .. .. .. 2.41 per cent 

due Oct. 1, 1934— 13,400,000 sold at an average cost of .. .. .. .. .. .. 2.71 per cent 
November 1, 1934— 

due Meb.i1,.1935— 1,600,000 soldat an average costtof .. .. .. ..\.. .. 2.35 per cent 

due May 1, 1935— 18,400,000 sold at an average cost of .. .. .. .. .. .. 2.47 per cent 
February 1, 1935— 

due May 1, 1935— 18,300,000 sold at an average: COSUROL frente een nis eee 20 Depenmcent 
March 22, 19385— 

due June 22, 1935— 15,000,000 sold at an average cost of .. .. .. .. .. .. 1.76 per cent 


The School Lands 5 per cent debenture 
stock, issued to the provinces of Manitoba, 
Saskatchewan and Alberta, matured on July 
1, 1934, and was extended for a period of one 
year at the same rate of interest. 

The issue of one-year 3% per cent treasury 
bills to the amount of $50,000,000 that mat- 
ured on August 1, 1934, was replaced by an 
issue of one-year treasury bills bearing interest 
at 2% per cent. 

In connection with the opening of the Bank 
of Canada there was issued to that institution 
in accordance with the Bank of Canada Act, 
$115,013,636.82 of 3 per cent five-year bonds, 
This issue was to provide for the portion of 
the dominion note issue that was not covered 
by gold or silver. On the same date $35,000,000 


of three-months treasury bills were sold to 
the Bank of Canada at a discount of 1} per 
cent, to replace a similar amount of 4 per cent 
treasury bills held by the chartered banks. 

Reference has already been made to the 
lange savings in interests charges arising from 
refunding operations in the past four years. 
It is noteworthy that as a result the average 
interest rate on the dominion’s funded debt 
and treasury .bills has now been reduced to 
4.15 per cent, compared with a high point of 
5.204 per cent in 1922. 

The following is a statement of the un- 
matured funded debt and treasury bills of the 
dominion outstanding at March 3lst, 1935, 
showing also the annual interest charges 
thereon: 
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Unmatured Funded Debt and Treasury Bills, as at March 31, 1935, and Annual Interest Charges 
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Annual 
Date of Maturity Rate Where Payable Amount of Loan Interest 
Charges 
% $ cts. $ cts. 
1935 April 30 ebbin EIS » Rreneet cele 1¢ 2,540,100 00 44,451 75 
April 30.0001. .00 eee 2 3,407,630 26 68,152 61 
April SO rar. oe A res ee 2 2,737,986 67 54,759 73 
Joly ts, see 5 33,293,470 85 1,664,673 54 
Aus.) A Ne) oe oo tins oe eee 5 874,000 00 43,700 00 
Fine Aibsioes. 9 selec ee ie RCAC Aro et eee eRe ok cae 56,000,000 00 1,437,500 00 
SELLE GAN Ren eribee etry «- 2 ELOW LUCK eee ttn mee 50,000,000 00 1,000,000 00 
ae Agee oe Pee 4 OSC %a Roe Aes ee Sei 2S 25,000,000 00 1,000,000 00 
Oot, O1b yt hele ee 34 SROROR rare fr oe eine seen 89,393,000 00 3,128,755 00 
1986 Pebordhen.t4 Seeere ee SEO MINOW MORK Sa cate yae eek 40,000,000 00 1,800,000 00 
Odti! Dhseit.ce: bee hees : - 2 (Or st or ie oh i a a 4 63,336,000 00 1,266,720 00 
Nov. lives Ac: 2..c. fi Canale ie tac, Che oe a ae 79,535,200 00 3,976,760 00 
1087 Mar. Jobe} pace tcc dat Rene 5 Canada and New York........ 89,787,100 00 4,489,355 00 
Dee. JelGlecoenc access. BS ORR A CG. oe I det a 236,299,800 00 | 12,996,489 00 
106s Poly dos abe sate 3 EGBG ess nee Os nan oan tee 8,071,230 16 242,136 90 
OEY Nicaea aro ee 3 A Woy Cay eae nee hr Sl 18,250,000 00 547,500 00 
Uy | OL toe ee. ee Pee 3 Ondo has fac. tees eee en 10,950,000 00 828,500 00 
wuss: . dees 5 en eee 3h TGRAOM Goch eee a eee 15,056,006 66 526,960 23 
1989 Oot. Sisste tend hoa 4 ARTIS ee, ie ie oe eee 47,269,500 00 1,890,780 00 
Oot. seid a8. yam ET Ce eee tlle Mh apap hd 7,933,000 00 198,325 00 
PSG Mar. 1... .3:cnc ce eer 3 Ges Urea hee Pe Ne 115,013,636 82 3,450,409 10 
Bente As tess. ids one een AE te CSD ROARS jt Pec te  oEh ex 75,000,000 00 3,375,000 00 
U4 WOv. TOL. 5, connie Coen 5 ND AMON tees ee aorta ee eaecte « 141, 663,000 00 7,083,150 00 
1942 Oct. 16... <2, see 3 Cameras? SS eGues, 4 pant 40,409,000 00 1,212,270 00 
1943 Oot: 16. 36-42 5 Canadas eoweeCRs eee 147,000,100 00 7,350,005 00 
$942 One. LGs5 ee ee eee Ae (ORNACH. yooh beepers cates 50,000,000 00 2,250,000 00 
1986 Oote Tis. 2ika Seon a eee 4 Cana Sa. utah nate, 88,337,500 00 3,533,500 00 
1046 Febse.... 2. 29ST Eee. 43 CADSKLS een ec tie cere one 45,000,000 00 2,025,000 00 
tsi ae ee ae 2 ee a 25 LOG OMliane 6... ifte Wet aet oe 4,888,185 64 122,204 64 
19 Bot ios oC AP soe 33 CADAGH Tene eee. 138,322,000 00 4,841,270 00 
1950 July. 1.) .ccSae eee. 35 EOnUGa ct cohen hewaace ex Or 137,058,841 00 4,797,059 43 
$052 Maar 1. jaye ee 5 INOW, MOT Ke cen oor Je acne na 100,000,000 00 5,000,000 00 
Dae eee oe ee, Ce 4 Canaiian EAA ee A 56,191,000 00 2,247,640 00 
TODG MAY? Fe seinen oes eek 32 hendons 6230.2nt do eee ne 48,666,666 67 1,581,666 67 
PU TAOWs ND pads cseter peed ee 43 Canada? 5.) ee Oe ee 43,125,700 00 1,940,656 50 
WUOY POR Bs 2.8. sarc he ae 43 Canad s fx 1)-7:5 05 eee Ones, See 37,523,200 00 1,688,544 00 
1068 Sept: 12.52. 92).28 coe 4 OHO ON ose e tee ee 73,000,000 00 2,920,000 00 
POV se Te ada lis ss cet ue 4} Canada: siti 295 5; Ae Oe 276,687,600 00 12,450,942 00 
TOO OVE OR ccd ateee «Sok eee 44 Or 8 Ne ere eon carla: severe Sieyca: 289,698,300 00 13,036,198 50 
MOO Oates’ 1... 5 dcctewss vce eee 4 LONG Se te eee te eee 93,926,666 66 3,757,066 67 
oF Sal ee re oe 4 New Yorks::2a¢-8 629 6, Oe 100,000,000 00 4,000,000 00 
Treasury Bills due May 1, 1935. ar OF * |OATBUG Lois) 5c hoe te ees ee 18,400,000 00 454,480 00 
Treasury Bills due May 1, 1935. 2-05 (Canada * 25-2524 2 fee enee wes 18,300,000 00 375,150 00 
Treasury Bills due June 11, 1935. ET NCana ee oreo eee 85,000,000 00 612,500 00 
Treasury Bills due June 22, 1935. 4:76 (Canada: 455 s55es ee 15,000,000 00 264,000 00 
3,061,940,421 89 |127,074,231 27 
$ cts. % 
Payable in Canadas fos saccs sa nsas oe Ucunved ise adanuteeiis 2, 268,673,737 93 74-09 
Payable in Canada and New York...................0+5 90,661,100 00 2-96 
Favable iniNow XOrk >. S57. .00-. eet eee tae 292,737,986 67 9-56 
Revyable inciondoin 5. .<.+ sons cee, Ae ent Na aaa 409, 867,596 79 13-39 
3,061, 940,421 39 100-00 


Less—Bonds and Stocks of the above loans held as 
Sinking Funds.nie) chen shoes 3. See t. ake 


54, 532, 688 09 


3,007, 407,733 30 


(a) Tax free in Canada. 


Indirect Liabilities 
Bonds bearing the guarantee of the domin- 
ion outstanding in the hands of the public, 
at present amount to $987,300,000, a decrease 
of $6,000,000 in the year 


With reference to guarantees under 
relief acts, no new commitments were en- 
tered into during the year and substantial 
reductions occurred in the amounts outstand- 
ing under guarantees given in previous years. 


the 
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The guarantee in connection with the financ- 
ing of the completion of the Beauharnois 
power project terminated during the year 
without cost to the government. The Cana- 
dian Pacific Railway repaid bank loans to 
the extent of $12,000,000, reducing the amount 
of the guarantee correspondingly. The guar- 
antee in connection with the province of 
Manitoba savings office was reduced by some 
$1,500,000. The guarantee of bank advances 
arising out of the operations of the Canadian 


Cooperative Wheat Producers Limited in 
connection with the marketing of wheat, was 
continued. 


Apart from the wheat guarantee, which is 
for an unstated amount and is subjer: to 
fluctuation from day to day, the aggregate of 
guarantees under the relief acts is $65,717.000, 
a decrease of $27,500,000 in the fiscal year. 
The amounts of the different guarantees are 
as follows: 


Guarantees Under Relief Acts 


Province of British Columbia.. 
Province of Manitoba.. 


Province of Manitoba Savings Office... . 


Algoma Steel Corporation. . 


Dominion Steel and Coal Corporation. . t 


Canadian Pacific Railway Company.. 
Government of Newfoundland.. 


Canadian Co-operative Wheat Producers Limited. . oe 


Estimated principle 
amount of guarantee 
outstanding Mar. 31, 1935 


eS 626,533 
5,894,127 

Ore Paresy al 

445,000 

800,000 

48,000,000 

625,000 

Unstated 


The following isa statement of the guaranteed bonds presently outstanding: 


Bonds Guaranteed by Dominion Government as at March 31, 1935 
8S8S88—————0S—=S0SSSSSSSS 


Date of Maturity Issue Interest Amount 
Rate Outstanding 
% $ 
Septeawl nel 930 tony eer Grands runic en eek Ss ert ee ees 6 24, 220,000 00 
Oc Gre LOA O tee rae eee Grand) Drunks & acncir an cre te pee ee eee 7 23,740,000 00 
IDecw Ur alO40F ce ree G@anadians Northern —e cen. cee ene eee eee: 7 23,779,000 00 
Jul vaelmel GAG Gctee rare oe: CanaditanyNorthern a: 2 eee eee ae eee eee ee 63 24, 238,000 00 
ADP LO4Bh. arccepe nce: New Westminster Harbour Commission............. 4¢ 700,000 00 
Decwethse19500. 0 eee Canadian Nationally 3.0). .neete eee ene een 3 20,500,000 00 
Septz ge) 1051 Sesaaen anc, Canadian Nationals. 4.e hee ere a eee nn 43 50,000, 000 00 
AU Og AL Am L952 ery pie oes Saint John Harbour Commission.................... 5 667,953 04 
JUL Yen Otel ODS peer areey am Canadians Northern pc cee eee eee eee eee x 9,359,996 72 
Hebi lire 195405 vt @anadiansiNetionslimy. ee ia ae eee ae 5 50,000,000 00 
Septal ope tOb4 eee nee Canaditame Nationally ran eer enna ee ere 43 26,000,000 00 
Misr ag gli) 508 ar ad seme Canadian National (West Indies) Steamships........ 5 9,400,000 00 
JUNO wo Nel ODD heen eee ee Canadian? National sos:cosen once ee eee 43 50,000,000 00 
IMO hy Ae wien koe @ana dian’ National 5. eens con nee pee en 43 70,000,000 00 
DULL LOD eee ae Canadian National. pry ceee seen ee eee 43 65,000,000 00 
July 20 se O5 Se nee CanadianyiNorthern jeanne pen een enn eee 34 7,896,555 51 
Mat 2461960 cee oe Canadian Northern-Alberta:-..-..::.sc.s..5025 eae. 35 3,149,998 66 
Misi Vide O MELO GIN ps wee Canadian Northern Ontario......................... 34 34, 229,996 87 
Janes O62. ane GrandsltrinkePacitic eae ent enn on een aia 3 34,992,000 00 
Jari ee eLOG2 er ny ey ene Grand wirunk Pacitics asa. 0) eee nae 4 8,440,848 00 
Decoy MAe1968: icon weet @andiane National: «55.0: sarocdente oe ee ee ee 41 35,000,000 00 
abies th TR boar eco CandianeNationalis. sc s.)aacceem nite eee 5 60,000,000 00 
Octn 16RL96O Ne ey @anadianvNationale area ) ices tee eae see eae 5 60,000, 000 00 
Nov: Ol) 1960 ees. 5 ate Harbour Com-ot Montreal ise. ssi eee 5 19,000,000 00 
Hela lee OU Once ene @anadianeNationsll ahh. eieey i ee 5 18,000,000 00 
By tenders or drawings....|Canadian National.................................. 2 26,152,580 93 


Various dates, 1935-54.....|City of Saint John Debs., assumed by Saint John 


Harbour Commissioners....-..................) Various 1,238,527 74 

Various dates, 1935-36..../Canadian National Genaporary)) sesso ee eee 10,169,000 00 
Serial—Feb. 1 and Aug. 1, 

LOSS=B8 Sacer ene Canadian National Equip. G................--.<:s.. 5 5, 250,000 00 

IRerpetial syne eee Grand Trunk Guaranteed Stock..................... 4 60,833,333 33 

Sarai ciate Sac Ne oes Grand Trunk Debenture Stock...................... 5 20,782,491 67 

So Meters tian eo te: Great Western Debenture Stock..................... 5 1B zo2no22 OF 

A Se eee b Grand Trunk Debenture Stock...................... 4 119,839,014 33 

oe Leh Te ee Northern Ry. of Canada Deb. Stock................ 4 1,499,979 67 


987,326,599 14 


— —— SSE SI ee 
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The following statement of the assets and March 31, 1935, completes the presentation of 
liabilities of the dominion, estimated as at the financial record of the year: 


Liabilities, March 31, 1935 pees 


Bank circulation redemption fund.. .. .. .. .. .... Ae Mees Le 3 6,696,000 
Insurance and superannuation funds— 
Governiien’ aamipuen.. Pies Fiabe on Pee ae eee ee 46,329,000 
Tnsuranse TUG, Ory) BELvicess, Gass es eee ee 9,178,000 
Insurance fund, returned soldicrs:. 2% 2. %. 26) i. ws SS. 13,474,000 
Retirement, Pane 4) os< vaio te tn net ces te ee 7,968,000 
Superannuation Sands. fi 08) 1d *. eed Poe set te 48,622,000 
———— 125,571,000 
Trust funds— 
Indian funds.. .. ae cil i tar Sal a tn eS 13,792,000 
Common school funds. . he See, PUES At PO US AI 2,675,000 
Contractors’ securities deposits. . es MG Bite ne Se oP Yes aah tees 850,000 
Other: trust.funds42 5.2, sce he teee< Bee. eee ew ee oie 2,575,000 
oe Se el 19,892,000 
Contingent and special funds.. .. .. Seagerk ted rhea se 3,650,000 
Post Office money orders, postal notes, ‘etc., ‘outstanding. . sat etn BSS eae 3,750,000 
Province accounts.. . BO eT aig ee tee era wea oe Le 9,624,000 
Post Office savings bank ‘deposits. . PROTECTS: cree eee Maia) Set, OCB ee! 22,500,000 
Funded debt— 
Unmatured.. .. CC ae Bey rue Prom OTE) 
Matured but not "presented ‘for payment. . Ce Sa ee, 4,050,000 
—————_ 3,011,458,000 
Interest coupons matured but not presented for payment.. .. .. .. .. .. .. o. 1,700,000 


$ 3,204,841,000 


Assets, March 31, 1935 (Estimated) 
Active Assets— 


Cash, working capital advances and other current assets... .. .. .. .. .. ..$ 25,155,000 
Guid’ Bulltenvanco ant! fw oa MARS. eee RR. Se ie 2,750,000 
Loans to provinces— 

Houdngys7..802 nov ieeed  lineeewdk . 1G Io e maan-Mat.: B 9,771,000 
SelieG ACES 4. ices ssid odinces: 3 eee aha © cated ieee OBS ehee os Mans 74,649,000 
————_—— 84,420,000 
Loans to foreign governments— 
REY GOCE oa 6 bc aes sie Ua, wom Asatte cas: AM) ERT ETS eens 6,525,000 
Rowntree ra te, ee res ils ta. pees O0Ds 2 23,969,000 
—_———— 30,494,000 
Loans to harbour commissioners— 
Mantretihe. wi Niatiaie die air Ge oe tos ats eke, as 58,519,000 
Vangouvers,,b\s%: « Ae ne see. he ee as) oe) atiaet tee eo 22,921,000 
New. WVGStminRter <a. cscs <4 Lb ase soe ea ee 275,000 
ee 81,715,000 
Bonid-holding ‘seegant,. POT ees, «dese eerie hh. es) tee ae) es 4,444,000 
Canadian National Railways. . aM i dedi Oe re ain Det ek Re i 27,053,000 
Qavailind arr: Mien: Bontd ivy tk sbeeeed ss oe ee os pk eg ee oe eg, es 8,857,000 
Soldier and general Jand settlement. . Seg va ome aR See ae Mhatae ERR AD,, 015 0 ne Oe ae 44,700,000 
Seed grain and relief advances.. .. geek oa. bea: wel 2,385,000 
Canadian government railways open “and stores accounts. . vig area > Rules: Stes 15,749,000 
Deferred debits— 
Unamortized discount and commission on loans.. .. .. .. .. «1 ss ee 29,441,000 
$ 357,163,000 
Net debt March 31, 1935 (estimated)... .. .. -. se 0+ +s ee as ae +»  2,847,678,000 


Represented by— 
Non-active assets March 31, 1935 (estimated). 


Capital expenditures— 


Publie Works, Catiale.\wiihics Salttes 2. we ee oe ee ve 242,397,000 
Railways. . , 443,712,000 
Public buildings, harbour and river im- 
provements.. .. ef eo 258,414,000 
Military property and ‘stores. on a me pele 
“ ORD 6 hs MRS Te i y 
Territorial ace an Caner 966,454,000 
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Loans, non-active— 
Canadian National Railways.. 
Railway accounts (old)........ 
Canadian National Steamships.. 


Harbour Commissioners— 
(OTEK OVO) 4 SRA ees eens Ree, ae 


Chicoutimi geek eee ay tecnica cece ee ee 


Hialitamaces mela, 23 & 

Saint John.. .. 

MhreepRigenste sc sauhieau ee oe 
Montreal South Shore Bridge.. 


Seed grain and relief advances. . By 
Soldier and general land settlement... 
Miscellaneous advances. . 


Consolidated fund— 


Balance consolidated fund, brought forward from March 


CUR Bigg cq Sct 


Excess of expenditure over revenue, fiscal year ended 


March 31, 1935- (estimated).. 


655,527,000 

88,399,000 

15,840,000 
26,261,000 
3,538,000 
8,833,000 
13,219,000 
2,700,000 
2,022,000 

56,573,000 

536,000 

16,514,000 

3,538,000 
935,419,000 
.. 108,878,000 

Sb VEL VIO 


$ 2,847,678,000 


WAYS AND MEANS, 1935-36 


There remain to be considered proposals 
affecting our revenue position for the coming 
year. The gain of 12 per cent in the yield 
from taxation in the current year, after absorb- 
ing losses from downward revisions effected in 
the last budget, gives ground for satisfaction. 
The upward trend is continuing and I believe 
we are justified in anticipating with confidence 
further substantial additions to our income 
based upon the existing rates of taxation. It 
must not be overlooked, however, that some 
new expenditures will have to be met, in- 
cluding grants to the maritime provinces and 
British Columbia, reinstatement of a portion 
of salary deductions and expenses incidental 
to the operation of several of the important 
measures being dealt with by parliament at 
this session. Furthermore, although employ- 
ment is increasing and railway earnings are 
higher, there will still be a heavy drain on 
our resources for unemployment and farm re- 
lief and payment of railway deficit. 


Under these circumstances and with the 
expectation that improved conditions will 
render the burden somewhat less onerous 
than in the past few years, it seems to be the 
part of wisdom to budget for a further sub- 
stantial increase of revenue, retaining, except 
for some adjustments that are not expected 
to alter the yield materially, the present scale 
of excise duties and taxes and securing some 
additional amounts from the income tax. 


Income tax 


In an address delivered a few weeks ago 
the Prime Minister made certain references 
to the necessity of changes in our income tax 
structure. It was pointed out at that time 
that incomes may be regarded generally as 
falling into two categories, which may be 
described broadly as earned income and in- 
vestment income, and that this distinction 
which is recognized in the tax systems of 
other countries might fairly be held in mind 
when the question of distributing the burden 
incidental to providing increased social secur- 
ity was being considered. 

With this principle in mind an important 
amendment to the Income Tax Act is being 
made. In order to provide additional revenue, 
it is proposed to levy a surtax on investment 
income. By investment income is meant in- 
terest, dividends, royalties, and like returns. 
This tax will not apply to wages and salaries 
up to $14,000. All income in excess of $14,000, 
for the purposes of this tax is to be regarded 
as investment income. A specific exemption 
of $5,000 is provided. That is to say, income 
up to $5,000 will not be subject to surtax 
even though all such income be investment 
income. Furthermore, if the ordinary per- 
sonal exemption and the allowance for de- 
pendents exceed $5,000, exemption to the 
higher amount will be allowed. 


The rates of surtax which are to apply to 
investment income range from 2 per cent on 
such income in the lowest category to 10 per 
cent on all income in excess of $200,000 and 
are as follows: 
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Included in any income exceeding.. .. $ 5,000 but not exceeding $ 10,000— 2 per cent 
Included in any income exceeding... -- 10,000 but not exceeding 14,000— 3 per cent 
On any income exceeding. . 14,000 but not exceeding  20,000— 3 per cent 
On any income exceeding. . 20,000 but mot exceeding  30,000— 4 per cent 
On any income exceeding. . 30,000 but not exceeding 50,000— 5 per cent 
On any income exceeding. . 50,000 but not exceeding 75,000— 6 per cent 
On any income exceeding.. 75,000 but not exceeding 100000— 7 per cent 
On any income exceeding. . 100,000 but not exceeding 150,000— 8 per cent 
On any income exceeding. . 150,000 but not exceeding 200,000— 9 per cent 
On any income exceeding... 200,000 —10 per cent 


Further changes in the Income War Tax 
Act are to be made as a result of new ar- 
rangements regarding the tax on the premium 
value of gold. You will remember that the 
Prime Minister, when discussing this tax last 
year, emphasized its temporary nature and 
also that specific provision was made in the 
act for its termination. It was recognized that 
increasing costs due to a rising price level 
must inevitably wipe out the extraordinary 
gains which were the basis of this tax. Con- 
sequently, the tax was levied only for a 
definite period which expires May 31, 1935. 
It has been decided to adhere to the original 
intention and the tax therefore lapses on 
that date. 

However, changes are to be made in the 
income tax regulations providing for deple- 
tion allowances, which, together with the re- 
maining two months’ yield from the gold 
tax, should compensate for the termination 
of the gold tax. 

With regard to the existing regulations 
allowing depletion to mines, it is believed 
that several of these provisions have been 
unduly generous in their operation. Not only 
has it been pointed out that the specific rate 
of 50 per cent, in the case of precious metal 
mines could fairly be reduced, but also that 
the granting of depletion at the present rates 
to both corporation and shareholder cannot 
well be defended. 

The rate of depletion allowance granted to 
precious metal mines is to be reduced from 
50 per cent to 334 per cent. 


And, dividends received by shareholders are 
to be taxed by reducing the allowance from 
50 to 20 per cent. 


Other changes in the Income War Tax Act 
include an increase in the corporation income 
tax from 123 per cent to 134 per cent and 
more drastic provisions with regard to con- 
solidated income returns designed severely to 
restrict this privilege and, when consolidation 
of returns is allowed, the rate of tax is to be 
15 per cent as compared with the present 134 
per cent rate. 


Finally, it is proposed to levy a tax on gifts. 
This form of tax, adopted by many countries, 
is being imposed primarily to operate as a 
deterrent to transfers of property by gift, 
chiefly within family groups which would have 
the effect of reducing personal income to lower 
brackets and thus securing income tax assess- 
ment at rates lower than would otherwise be 
applicable. It is particularly expedient to 
introduce this measure at this time in view 
of the higher rates of taxation provided for 
in the new surtax on investment income. Not 
only should this tax put our income tax struc- 
ture on a more secure foundation but also it 
should operate in a like manner with regard 
to succession and inheritance taxes levied by 
the provinces. 


The rates at which gifts are to be taxed are 
as follows: 


Up to and) inclading’ $9 26/000) ert Mea 5 OE a se Seas sens RP Bae ibis Pay 2% 
Exceeding 25,000 but not exceeding $ 50,000.. 2. 6. 2. ee ee ee ee ees 3% 
Exceeding 50.000 but not exceeding. 100,000... .. «1 2. cere ee e+ anes £% 
Exceeding 100.000 but not exceeding 200,000.... ..........-- +. +s 5% 
Exceeding 200,000 but not exceeding SOC OORT et 6. RES she ERE 6 6% 
Exceeding 300,000 but not exceeding OMS tania Bice eB Se be eb ictian l ain 2 0 ee 
Exceeding 400,000 but not exceeding 274 ALT a ec ae ear ieee ome che Sera = he 
Exceeding 500,000 but not exceeding 1,000,000.. .. .. .. .. -. ee ee ee es 9% 
Exceeding 1000,00082 whic B -R on i enl peeligid eos hlnenl® cae 10% 


8 a SS SS SS eS 


The tax shall not apply to gifts between 
husband and wife, nor to gifts to minors, as 
under the present act the donor in such cases 
continues to be taxed on the income from the 
property so transferred. 


Certain classes of gifts are to remain free 
from tax such as, for example, gifts made for 
charitable, religious, educational, scientific or 
literary purposes, or to the dominion, any 
province or political sub-division thereof for 
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public purposes. Furthermore, gifts in the 
aggregate not exceeding $1,000 a year are to be 
free from tax. 


The above amendments are to come into 
force as from the commencement of the 1934 
taxation period and to be applicable to fiscal 
periods ending therein, and to all subsequent 
periods, except in regard to depletion allow- 
ances to those mining companies whose prin- 
cipal product is gold and which have been 
subject to the gold tax, in which case the 
change will be effective as from the commence- 
ment of the 1935 taxation period and will be 
applicable to fiscal periods ending therein and 
to all subsequent periods. The gift tax also 
shall only be applicable with respect to gifts 
made after the commencement of the 1935 
taxation period. 

It is estimated that on account of the above 
changes in the Income Tax Act revenues there- 
from will be increased by not less than $12,- 
000,000. 


Sales tax 


The proposed changes in the taxes levied 
under the Special War Revenue Act are few 
in number and of minor importance. Most 
of the changes are merely to remove existing 
anomalies. 


With regard to the sales tax the present 
6 per cent rate will be continued and the only 
changes in the exemption list are the addition 
of casein, grain separators or seed cleaning 
machines, pit props and packwood for use 
exclusively in mines. Two other alterations 
have been made in order to provide that 
goods given away or distributed free, that 
is to say, advertising samples, will not be sub- 
ject to the sales tax and that articles produced 
in institutions for the deaf and dumb shall be 
taxed at only half the standard rate. 


Excise taxes 


The present excise taxes now being levied 
will remain unaltered. It is proposed, however, 
in order to prevent the falling off in revenue 
now obtained from the tax on matches, to 
impose a new tax of 20 per cent on cigarette 
lighters. 


With regard to the 3 per cent special excise 
tax on imports you will remember that last 
year a reduction of one-half was made in the 
rate applying to imports under the British 
preferential tariff. It is now proposed to grant 
complete exemption to these imports in future. 
Otherwise, apart from a minor addition to the 
exemption schedule, the special excise tax 
remains unaltered. 


Excise duties 
With regard to excise duties we are making 


' an important change in order to protect our 


revenues. The present levy on spirits, which 
is $7 per gallon, is to be reduced to $4. Our 
revenues from spirits, including customs and 
excise duties, have fallen from 41 million 
dollars in 1930 to 124 million in 1934, It is 
apparent from these figures that drastic action 
is necessary. Not only from our own point of 
view is this reduction expedient, but many of 
the provinces also have indicated the extreme 
difficulty of maintaining revenues which it is 
claimed are being seriously undermined 
through the unduly high rates of excise now 
obtaining and the wide discrepancy which 
exists between our rates of duty and those 
which are in effect in the United States. This 
lowering of the rate will bring our levies on 
spirits into line with those which prevail 
south of the border, and should be effective in 
eliminating illicit sales which would otherwise 
continue as a constant menace to our revenues. 
Our object is to secure increased returns by 
diverting into legal channels purchases which 
are now made illegally. Our gain will be at 
the expense of the existing illicit trade. 

In order to ensure that the consumer will 
obtain the full benefit of this reduction and 
that our efforts to stamp out the smuggling 
trade will not be nullified, it is provided that 
in event of the failure of other authorities 
to pass on to the public the full amount of 
this decrease the governor in council may 
at any time suspend the operation of the 
new rate and the existing $7 rate will then 
again come into force. 


It might be mentioned here in passing that 
appropriate reductions are also being made 
in the customs duties cn spirits imported 
into Canada. 

; Customs Tariff 

Proposed amendments to schedule A of 
the customs tariff, while not numerous, are 
of considerable interest, from both a Cana- 
dian and an empire point of view. In a 
general way, these may be tabulated as 


follows: 
Reductions under all tariffs.. .. .. .. .. 12 
Reductions under British preferential tariff 
ODL cick cy eae TP len te, A Re a: 
Reductions under intermediate tariff only.. 1 
Reductions under British preferential and 
intermediate Garitisuss.me lene 1 


Increases in intermediate and general 


tariffs only. . «, dt Anes 3 
Increases under all tariffs.. .. .. ...... 1 
Clarifications of wording.. .. .. ...... 24 
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I may here interject that any and all in 
creases thus indicated were arrived at as a 
result of the findings of the tariff board in a 
number of cases, which I shall file at the con- 
clusion of my address. 

Reductions in the British preferential tariff 
are numerous and important. The following 
goods are accorded free entry under that 
tariff: fire brick; chequered steel plates; 
piston-ring castings, not machined; box-end 
machines; diesels and semi-diesel engines; 
low-rating imternal combustion engines; 
chassis for electric trolley buses and for 
motor-driven cars for use on railway lines; 
artists’ and pupils’ colours; chloride of lime; 
aircraft and parts; press matrices, and adver- 
tising matter descriptive of empire products; 
toy construction sets; brass band instru- 
ments; unbound and paper bound books; 
wooden doors; melton cloth and _ slipper 
cloth; and mining locomotives. 

Under the same tariff—and that only—the 
following are reduced in rate: Certain 
woollen and worsted fabrics (following an 
inquiry by the tariff board); various essences 
and extracts; cigarette papers, whether 
gummed, ungummed or in books or tubes; 
cut, pressed and moulded glass products; fire 
engines; pressed steel railway wheels; linen 
fire hose; leather belting; toys of pressed 
steel; and rugs and carpets of stated values 
per square yard. 

One other commodity group has been 
selected for a drastic reduction, limited also 
to the British Preferential tariff, viz.; spiritu- 
ous liquors. It is proposed to reduce by $3 
per gallon of proof the preferential tariff rate 
on imported spirits, to accompany the excise 
reductions previously referred to. Further, 
action by order in council is contemplated 
whereby, in future, the internal excise duties 
levied in British countries will be disregarded 
in ascertaining the value for duty of liquors 
imported into Canada under the British 
preferential tariff. A feature of these down- 
ward revisions in the spirits schedules is 
provision for a three dollar per gallon reduc- 
tion in the duty levied on rum from the 
British West Indies. 

Enumeration of those goods in which tariff 
reductions are limited to the British preferen- 
tial column leads, at this point, to a brief 
reference to the fact that, under a resolution 
moved to-day, the governor in council is 
empowered to extend within the confines of 
the empire the benefits of the most favoured 
tariff treatment accorded to any foreign 
country. Anomalous as it may seem, no 


empire area has, in the past, been treated 
as a “most favoured nation” in that sense 
of the term, and to-day’s proposed legisla- 
tion is, for various reasons, of more than 
academic interest and value. It may be 
announced at once that the first order to 
issue under this enabling legislation will be 
one extending these benefits to the United 
Kingdom and Northern Ireland, 

Reference to the fact that to-day’s resolu- 
tions add no fewer than twenty important 
commodities to the free list under the British 
preferential tariff provides an opportunity to 
point to the record of this government in that 
regard, Since the emergency session of 1930 
—in spite of the distressing conditions then 
and later prevailing, with increases in tariff 
the order of the day rather than reductions 
—more than 250 items of the Canadian 
schedules have been definitely reduced in 
rate under the British preferential tariff, and 
of these at least 150 have been made en- 
tirely free of duty. These calculations are 
in general, and are not meant to include 
those reductions in duties, or removal of 
restrictions, which have been incidental to 
amendments in the wording or arrangement 
of items in the schedules. 


Reductions are not confined to the British 
preferential tariff. Those intended to apply 
under all tariffs relate, inter alia, to diabetic 
breads, titanium pigments, certain films, 
several gauges of fence wire, chock releases, 
backed burlap, cocoa matting and various 
parts for motor trucks. 


Increases under all tariffs number one: On 
slide or hookless fasteners. Three commodi- 
ties will bear higher rates under the inter- 
mediate and general tariffs only, namely, ad- 
hesive materials in flake or grit form, dressed 
or dyed rabbit skins and toiletware of ster- 
ling silver. 

The preference provided in our tariff for 
Australian raisins and currants is extended 
until March 31, 1936; and provision is made 
whereby oranges the produce of Palestine 
may be imported into Canada by way of 
British areas, rather than direct, as hereto- 
fore required. 


The outstanding amendment to the draw- 
back schedule is to the effect that, in order 
to qualify for the drawback of duty on im- 
ported bituminous coal used in its manu- 
facture, coke produced in Canada must be 
actually sold for use as fuel. Another draw- 
back item sets a precedent in that its bene- 
fits will apply only as regards importations 
under the British preferential tariff. 
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Empire content 


One change in respect of empire content 


of imported goods is contemplated. From 
50 to 25 per cent in the case of antimony 
oxide. Action will be taken by order in 
council. 

The Tariff Board 


Apart altogether from its work as a forum 
of appeal from administrative decisions re- 
garding customs and excise, the tariff board 
has dealt during the year with many im- 
portant matters referred to it by the Minister 
of Finance. There will be tabled to-day some 
twelve or more of its reports, which are re- 
flected in certain of the budget resolutions 
to which brief reference has been made. Out- 
standing among these is the report on refer- 
ence No. 1—the first sent to the present 
board—re wool goods of various kinds. Other 
reports to be tabled to-day include those on 
sterling silver toiletware, fence wire, zipper 
fasteners, cocoa mats and matting, paper 
caps, wooden doors, rabbit skins, skelp iron, 
adhesive flakes, diabetic breadstuffs and dex- 
trines. Information from the board is to the 
effect that several other reports will shortly 
be presented to the minister and these will, 
in their turn, be presented to parliament. 


ESTIMATED REVENUE, 1935-36 


After giving effect to the changes which 
have been enumerated, it is estimated that 
the revenues for the year will aggregate 
$392,100,000 from the following sources: 
Taxation revenue— 


Customs duties.. .. .. $ 88,000,000 


HIXCINe GUtICRiIy iene ke eee 48,500,000 
Income tax.. 76,000,000 
Sales bast ego ve te eke cease Cae 82,500.000 
Manufacturers’, stamp, importa- ‘ 
tion and other special taxes. . 41,200,000 


$336,200,000 


Non-tax revenue— 


Post Office.. RAT 32,000,000 
Interest on investments. . 11,500,000 
Other sources. . 12,400,000 

$55,900,000 
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The ordinary expenditures for the year 
will, it is estimated, amount to $370,600,000. 
With receipts of $392,100,000, the resulting 
surplus will be $21,500,000. This will be a 
substantial amount to be applied upon 
capital expenditures, for which the estimates 
are about $6,000,000, and special expenditures 
including unemployment relief and railway 
deficit. 


This is the last budget to be presented be- 
fore a general election, and while fully aware 
of the popular reaction to reduction in tax- 
ation, the government recognizes its par- 
amount duty is to the state and its well- 
being. Reduction in taxation can only be 
justified when it is associated with a fully 
balanced budget accompanied by a reduction 
—however gradual—in the national debt. 

Whilst it is gratifying in these difficult 
days to be able to forecast a surplus on cur- 
rent account for the ensuing year of the con- 
siderable sum of $21,500,000, it must not be 
overlooked that not only will this amount 
be absorbed in special requirements for defi- 
cits on the Canadian National Railway, un- 
employment relief and capital expenditures, 
but that these inescapable obligations will 
entail still further borrowings with consequent 
additions to the national debt. 


Meantime recovery will be hastened if we 
face our obligations courageously. To attempt 
to run away from them by failing at least to 
strive to pay our way, would not only retard 
recovery but this course would in the long 
run entail much greater sacrifice. 

Without attempting to minimize in the 
least our difficulties, we must keep in mind 
that we have borne the shock of a world war, 
we have paid—and will continue to pay—the 
attendant price in blood, in suffering, and in 
treasure, and we have had added thereto five 
years of the miseries of a world depression as 
great in magnitude and as disrupting in its 
effects as the war itself. And yet we have 
won our way through. There is on every 
hand unmistakable evidence that we are 
making steady progress toward that complete 
recovery which I am fully confident will be 
our portion. 

RESOLUTIONS 

Mr. Speaker, I beg to give notice that when 
we are in committee of ways and means I 
will move the followinz resolutions: 


Income War Tax Act 


Resolved That it is expedient to amend the 
Income War Tax Act and to provide— 

1. That (a) “earned income” be defined to 
include salaries, wages, anc other personal 
earnings, including income derived from the 
carrying on of.a trade (as a sole proprietor or 
in partnership), vocation or calling; provided 
however that the total amount of the “earned 
income” derived from any source, or combina- 
tion of sources, shall in no case exceed $14,000 
per annum; 

(b) “investment income” shall mean 
income not defined as “earned income.” 

2. That rates of surtax be imposed on all 
persons, other than joint stock companies, in 
respect of investment income as follows: 


any 
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Included in any income exceeding $ 5,000 but not 


Included in any income exceeding 10,000 but 
On income exceeding 14,000 but 
On income exceeding 20,000 but 
On income exceeding 30,000 but 
On income exceeding 50,000 but 
On income exceeding 75,000 but 
On income exceeding 100,000 but 
On income exceeding 150,000 but 
On income exceeding 200,000... 


_3. That the following income shall not be 
liable to surtax, either— 

(a) all income up to five thousand dollars; 
or 

(b) “earned income” up to but not exceeding 
fourteen thousand dollars; or 

(c) income equal in amount to the sum of 
the exemption and allowances for dependents 
to which a person is actually entitled under 
the said act; 
whichever is the highest. 

4. That (a) in determining “earned income” 
the amount of any salary or bonus shall be 
subject to adjustment commensurate with the 
services rendered and any amounts in excess of 
such adjustment shall be regarded as “invest- 
ment income”; 

(b) where an expense is common to both 
“earned” and “investment” income the expense 
shall be apportioned. 

5. That the corporation rate of tax be in- 
creased from 124 per cent to 133 per cent. 

6. That consolidated returns be not permitted 
except in cases where a subsidiary company 
is wholly owned by another company (directors’ 


exceeding $ 10,000. . 2% 
not exceeding 14,000... 3% 
not exceeding 20,000.. 3%: 
not exceeding  30,000.. 4% 
not exceeding  50,000.. 5% 
not exceeding 75,000.. 6% 
not exceeding 100,000.. 7% 
not exceeding 150,000. . 8% 
not exceeding 200,000. . 9% 

S: mesinetile Je cattlest 10% 


qualifying shares excepted); is in the same 
general class of business; the fiscal periods of 
the companies are co-incident; and both com- 
panies are operating in Canada, and under 
such other regulations as may be prescribed. 
When consolidation is permitted the corpora- 
tion rate of tax on such returns shall be 
increased from 134 per cent to 15 per cent. 

7. That dividends received by shareholders be 
taxed by an allowance for depletion of 20 per 
cent in lieu of the present allowance. 

8. That depletion allowance to be allowed to 
mining companies, the principal product of 
which is gold and silver, shall be 333 per cent 
in lieu of the present allowance. 

9. That a tax of five per centum be imposed 
at the source on all royalties payable by 
Canadian debtors in respect of books, music 
and articles in magazines, to non-residents of 
Canada. The 123 per cent deduction to be 
abolished in respect of the foregoing. 

10. That a tax be imposed upon gifts inter 
vivos at the following rates, unless the income 
from such gift continues to be taxed against 
the donor, as provided for in the act; 


Up"to and'including $-@'SRG00te 2 ION Set nya a charth sb en BGA detec taal dai 2 
Exceeding 25,000 but notiexteeding. $.. 50,000%.. sic sis. na saws) os awi tes! 0239 
Exceeding 50,000 but not exceeding TOO DOO Le We onto ORME hk eh oe 4% 
Exceeding 100,000 but not exceeding 200-000 cee desk eas): biseextecet arree ibe 5% 
Exceeding 200,000 but not exceeding: | $00,000 5%. asitmshae d-c5d)sde wie 1 6% 
Exceeding 300,000, but not) exceeding. 400,000... 2.0.6 cc eens weae ae ve 1% 
Exceeding 400,000 but not exceeding 500, 000rawsidé Fam dtabeat anid do meS% 
Exceeding 500,000 but not exceeding 1,000,000. . 9% 
Exceeding 4000 B00s <tumdsule 5% Ege tae 10% 


_ Provided that the rate be not applicable to 
gifts in the aggregate of $1,000 or less in any 
one year. 

1l. That amounts charged by any company 
or organization outside of Canada to Canadian 
companies in respect of management fees, ser- 
vices, use of patents, processes or formulae used 
in Canada, shall not be allowed as a deduction 
if the non-resident controls the Canadian com- 
pany through the holding of shares, by affilia- 
tion with other companies, by agreement, or in 
any other manner. 

12. That in respect of any taxpayer claiming 
reciprocal relief for taxes paid in Great Britain 
or any foreign country, such taxpayer shall not 
be allowed as against profits taxable in Canada 
the losses sustained in any such country. 

13. That the amount received from income 
bonds or debentures shall be deemed to be a 
dividend for the purposes of the act and shall 
not be a deduction before determining the tax- 


able income of the corporation paying any 
amount in respect of such income bonds or 
debentures. 


14. That any enactment founded on the fore- 
going resolutions shall be deemed to have come 
into force at the commencement of the 1934 
taxation period and to be applicable thereto 
and to fiscal periods ending therein and to all 
subsequent periods, with the following excep- 
tion: 


(a) As to any mining company, the prin- 
cipal product of which is gold, which has con- 
tributed to the tax on the premium value of 
gold as enacted by Part XV of the Special War 
Revenue Act, any enactment founded on resolu- 
tion No. 8 shall be deemed to have come into 
force at the commencement of the 1935 taxa- 
tion period and to be applicable thereto and 
to fiseal periods ending therein and to all 
subsequent periods. 

(b) That any enactment founded on resolu- 
tion No. 10 shall be deemed to have come into 
force at the commencement of the 1935 taxa- 
tion period and shall be applicable thereto and 
to subsequent periods. 


SPECIAL WAR REVENUE ACT 


Resolved, That it is expedient to amend the 
Special War Revenue Act and to provide: 

1. That Schedule I to the said act, as amended 
by section twenty-six of chapter fifty of the 
Statutes of 1932-33 be amended by adding 
thereto the following words: 

“Devices commonly or commercially known 
as lighters, which produce sparks, flame or 
heat, n.o.p., 20 per cent. 

Such devices when combined with pencils, 
cigarette or otber cases, on the combined value, 
10 per cent.” 
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2. That Schedule III to the said Act, as 
enacted by section eighteen of chapter forty- 


two of the Statutes of 1934, be amended by. 


adding to or inserting therein the following 
words: 

“orain or seed cleaning machines; pit props 
and packwood for use exclusively in mines; 
casein,” 

3. That Schedule IV to the said Act, as 
enacted by section twenty-nine of chapter fifty 
of the Statutes of 1932-33, be amended by 
adding thereto the following words: 

“ Articles manufactured or produced by the 
labour of the deaf and dumb in institutions in 
Canada established for their care, or under the 
control or direction of such institutions.” 

4, That Schedule V of the said Act, as 
enacted by section nineteen of chapter forty-two 
of the Statutes of 1934, be amended by adding 
thereto the words “goods enumerated in Cus- 
toms Tariff Item 692.” 

5. That the said Act be further amended by 
repealing subsection two of section eighty-seven 
thereof, as enacted by section twelve of chapter 
fifty-four of the Statutes of 1931. 

6. That the said Act be further amended by 
repealing subsection two of section eighty-eight 
thereof, as enacted by section twelve of chapter 
fifty-four of the Statutes of 1932, and subsection 
three of the said section eighty-eight, as 
enacted by section ten of chapter forty-two 
of the Statutes of 1934 and substituting for the 
two said subsections the following subsection: 

“2. The tax imposed by this section shall not 
apply to the articles enumerated in Schedule 
V to this Act nor to any goods imported into 
Canada which are entitled to entry under the 
British Preferential Tariff or under trade agree- 
ments between Canada and other British coun- 
tries.” 

7. That any enactment founded on paragraphs 
one to six of this Resolution shall come into 
force on the twenty-third day of March, one 
thousand nine hundred and thirty-five. 


EXCISE ACT 


Resolved, That it is expedient to amend the 
Excise Act 1934, and to provide: 

That section one of the Schedule to the said 
Act be amended by striking out the words 
“seven dollars” in the second line thereof and 
substituting therefor the words “four dollars”, 
and to provide, further, that in the event of 
any duty imposed under this Act upon spirits, 
malt or beer having been reduced, if it is made 
to appear to the Governor in Council that in 
any province the prices of spirituous or malt 
liquors to the consumer have not been reduced 
to, or are not being maintained at, levels which 
will give the consumer the full benefit of any 
such reduction, the Governor in Council may 
order that such reduction shall be no longer in 
effect and. upon publication of such order in 
the Canada Gazette, the full rates of duty 
theretofore payable on such goods shall again 
be in force and effect. 

That any enactment founded on this Resolu- 
tion shall some into force on the twenty-third 
day of March, one thousand nine hundred and 
thirty-five. 

CUSTOMS TARIFF 

1. Resolved, That the Customs Tariff, being 
chapter forty-four of the Revised Statutes of 
Canada, 1927, as amended by chapter thirty- 
nine of the Acts of 1929, chapter thirteen of 
the Acts of 1930 (first session), chapter three 
of the Acts of 1930 (second session), chapter 
thirty of the Acts of 1931, chapters six and 


thirty-seven of the Acts of 1932-33, and chap- 
ters thirty-two and forty-nine of the Acts of 
1934, be further amended by adding to section 4 
thereof the following subsections: 

(i) from time to time, grant the most 
favoured foreign nation treatment to any 
British country or to any territory admin- 
istered under a mandate of the League of 
Nations by any British country; and from 
and after the date specified in the order in 
council the most favoured foreign nation treat- 
ment shall apply to goods the produce or 
manufacture of such British country or man- 
dated territory, subject to the provisions of 
this Act; 

(j) from time to time, withdraw the most 
favoured foreign nation treatment from any 
British country or any territory administered 
under a mandate of the League of Nations by 
any British country to which it has been 
extended; and from and after the date specified 
in the order in council the most favoured 
foreign nation treatment shall cease to apply 
to goods the produce or manufacture of such 
British country or mandated territory, subject 
to the provisions of this Act. 

2. Resolved, That the aforesaid section 4 be 
further amended by adding thereto the follow- 
ing subsection: 

(4)A.—For the purposes of this Act, the 
Netherlands Indies, Surinam and Curacao shall 
be regarded as comprising one country with 
the Netherlands. 

3. Resolved, That the aforesaid customs tariff 
be further amended by deleting from section 11 
thereof the words “reductions on Canadian 
products” and by substituting in lieu thereof 
the word “ concessions.” 


4. Resolved, That the aforesaid customs tariff 
be further amended by adding thereto the 
following section, as section 18 thereof: 

(18) In the event of any duty imposed under 
this Act upon spirituous or alcoholic liquors 
having ‘been reduced, if it is made to appear 
to the governor in council that in any province 
the prices of such goods to the consumer have 
not been reduced to, or are not being main- 
tained at, levels which will give the consumer 
the full benefit of any such reduction, the 
governor in council may order that such reduc- 
tion shall be no longer in effect and, upon 
publication of such order in the Canada Gazette, 
the full rates of duty theretofore payable on 
such goods shall again be in force and effect. 


5. Resolved, That Schedule A to the Customs 
Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended by 
chapter seventeen of the Acts of 1928, chapter 
thirty-nine of the Acts of 1929, chapter thirteen 
of the Acts of 1930 (first session), chapter 
three of the Acts of 1930 (second session), 
chapter thirty of the Acts of 1931, chapter 
forty-one of the Acts of 1932, chapters six and 
thirty-seven of the Acts of 1932-33, and chapters 
thirty-two and forty-nine of the Acts of 1934, 
be further amended by striking thereout tariff 
items 28, 28a, 39, 99c, 10lb, 156, 156a, 159, 
164 (a and b), 169, 180c, 187a, 208a (i), 242, 
255, 28la, 326, 384, 386 (k), 388, 388b, 401 (d), 
407, 407a, 413a, 424, 434, 435, 438f, 4401, 451, 
464b, 475b, 522d, 542b, 546, 547, 554b, 554e, 
57la, 572, 598, 603, 609, 621, 624a, 650a, 682, 
691, 696, and 783, the several enumerations 
of goods respectively and the several rates of 
duties of Customs, if any, set opposite each of 
the said items, and by inserting the following 
items, enumerations and rates of duty in said 
Schedule A: 
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_ 6. Resolved, that Schedule B to the Customs back of Customs Duties set opposite to each of 
ariff, being chapter forty-four of the Revised the said items, and by inserting the following 
Statutes of Canada, 1927, be amended by strik- items, enumerations and rates of drawback of 
ing thereout Tariff Items 1044 and 1049, the Customs Duties in said Schedule B:— 
enumerations of goods and the rates of draw- 


Portion of Duty 
(not including Special 
Duty or Dumping 
Duty) Payable as 
Drawback 


Item Goods When Subject to Drawback 
No. 


a pe a a a a a ee | 


1024 |Rolled round wire rods in the coil,|When used in the manufacture of wire of 
of iron or steel, not over -375} ironor steel, coated with zinc or spelter, 
inch in diameter. curved or not, in coils, not more than 


99 p.c. 


1039 |Cotton velveteen and cotton-|When imported under the British Prefer- 

back silk-pile velvet. ential Tariff and used exclusively in 
99 p.c. 
1044 |Fire brick. ....-....0.000es+ese When used by manufacturers of iron or 


rolling mill furnace...........---++.++-- 99 p.c. 
1049 {Bituminous coal, imported on or} (a) When converted into coke and the 
after March 23rd, 1935. coke sold for use as fuel in other than 


50 p.c. 


99 p,c. 


SEE Re en Se 


= Resolved, That Schedule C to the Customs Tariff Item 1212 and by substituting therefor 
Tariff, as amended by chapter thirty-two of the the following:— 
Acts of 1934, be amended by striking thereout 


212 Aigrettes, egret plumes or so-called osprey plumes, and the feathers, 
quills, heads, wings, tails, skins, or parts of skins of wild birds 
either raw or manufactured; but this provision shall not apply to:— 

(a) the feathers or plumes of ostriches; 

(b) the plumage of the English pheasant and the Indian pea- 
cock; the plumage of wild birds of groups recognized as game 
birds in any Canadian game law, and for which an open season 
is provided thereunder; 

(c) the plumage of birds imported alive; nor to— 

(d) specimens imported under regulations of the Minister for any 
Natural History or other museum or for scientific or educa- 
tional purposes. 


8. Resolved, That any enactment founded mentioned in the foregoing resolutions imported 
upon the foregoing resolutions to amend the or taken out of warehouse for consumption on 
Customs Tariff or Schedules thereto shall be and after that date, and to have applied to 
deemed to have come into force on the twenty- goods previously imported for which no entry 
third day of March, one thousand nine hundred for consumption was made before that date. 
and thirty-five, and to have applied to all goods 
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BUDGET SPEECH 


DELIVERED BY 


HON. CHAS. A. DUNNING, M.P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, FRIDAY, MAY 1, 
1936 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. CHARLES A. DUNNING (Minister 
of Finance) moved: 

That Mr. Speaker do now leave the chair 
for the house to go into committee of ways 
and means. 

He said: Mr. Speaker, I rise to address you 
to-day, sir, not only with a due sense of the 
high privilege which is mine, but also with a 
deeper sense of grave responsibility than I 
have ever felt before. In times such as these 
through which we are passing, the responsi- 
bility of endeavouring to place before the 
house and the people of this country a clear 
and complete statement of the economic 
position of Canada, the facts regarding our 
governmental finances, and proposals for meet- 
ing the situation thus revealed for the present 
fiscal year, is unusually great. I know I shall 
not ask in vain for the sympathetic attention 
of all my fellow members, although the 
presentation of figures will inevitably be 
rather trying to the patience of the house. 

Before dealing with the government accounts 
I propose to survey briefly the recent trends 
of business and trade in Canada. 


BUSINESS AND TRADE REVIEW 


The most welcome feature in the fiscal year 
which has just closed has been what it indi- 
cates of a movement toward recovery. I do 
not wish to exaggerate the extent of that 
recovery, for to those who are charged with 
responsibilities of government in these hard 
days the distance yet to go and the problems 
still to be solved are the features of our 
economic record which are most impressive— 
and at the same time most distressing. Never- 
theless, one cannot view the picture broadly 
without realizing that improvement—however 
gradual—is real and steady, and that the 
general undertone is one of definite strength. 
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In spite of prevailing uncertainties in the inter- 
national political outlook and the persistence 
of extreme nationalistic policies, the pressure 
of the economic forces making for recovery 
continues. These forces may be retarded but 
they appear now to be sufficiently powerful to 
make continuing progress, unless war, the great 
destroyer, should again intervene. 

Analysis of the Canadian figures indicates 
that our past gains are being consolidated and 
that the upward swing of the business cycle 
is currently establishing higher levels of 
activity generally throughout the industrial 
and commercial field. The index of the 
physical volume of business compiled by the 
Dominion Bureau of Statistics to indicate the 
broad movements of economic activity, stood 
at 103-3 in March of this year as compared . 
with 94-2 for Manch of last year. This is an 
improvement of approximately 10 per cent. 
However, to appreciate fully the significance 
of this improvement, one should compare the 
present level of 103-3 with the figure 67-0 
which was the level recorded at the low point 
of the depression in February, 1933. In other 
words, the increase during this period has been 
over 54 per cent. The average level of this 
index in each of the past three calendar years 
was 79:7, 94:2 and 102-4. These increases are 
impressive, particularly when one recalls that 
this index measures the physical volume of 
output in nearly all our leading industries 
as well as freight traffic on our railways, build- 
ing activity and domestic trade. 

While I desire to avoid complicated statis- 
tics as far as possible, it is necessary to refer 
to the progress made by a few of the more 
important Canadian industrial groups. 


MANUFACTURING 


For the first three months of this calendar 
year, 1936, manufacturing of all kinds showed 
an average expansion of 8-5 per cent over the 
first quarter of 1935. Within this broad field, 
the substantial improvement in the output of 


the primary iron and steel industry is par- 
ticularly heartening. In the latter half of 
1935, this industry showed striking advances, 
steel output increasing 23 per cent and pig 
iron 48 per cent over 1934, and the improve- 
ment was continued during the first quarter 
of 1936, notably in January. This, in itself, 
is important, but it is especially significant 
as indicating a broadening out of the recovery 
movement into the heavy or durable goods 
industries. The construction industry, while 
still operating on abnormally low levels, 
enjoyed substantial percentage gains in 1935 
over 1934, and the present outlook for build- 
ing appears to be the best in several years. 


FORESTRY 


The forestry group of industries showed 
marked expansion in 1935. Lumber produc- 
tion on the Pacific coast was about 20 per cent 
greater than in 1934 and reached the highest 
point since 1929. Shingles found better mar- 
kets abroad and exports increased 96 per 
cent. The newsprint industry, although still 
beset with abnormally low pnices and financial 
difficulties, increased production to new record 
levels. Perhaps the most satisfactory evidence 
of improvement in this whole group of indus- 
tries is found in the increase of employment 
afforded by the industry—8 per cent in lumber- 
ing and 4 per cent in pulp and paper plants. 


MINING 


The mineral industry continues to establish 
new records of output. Canada’s mineral out- 
put, valued at over 308 million dollars in 
1935, recorded a gain of 11 per cent over the 
previous year and was only 1 per cent below 
the record year 1929 when prices for most 
metals were higher. Production of gold, 
copper, nickel, zinc and several of the minor 
metals made new high records. Total output 
of gold amounted to 3,283,000 fine ounces 
with a total value at current market prices 
of nearly $115,000,000. Increase in mineral 
output continued unabated during the first 
quarter of this year. In February, for in- 
stance, the export of copper was greater than 
in any other February, and exports of nickel 
exceeded any other month in history, .the 
bureau’s index standing at 490-2 as compared 
with 317-9 in February, 1935. 


AGRICULTURE 


Unfortunately, our most important primary 
industry cannot boast such results. Agricul- 
ture has again suffered from climatic hazards, 
restricted markets and low prices. According 
to the bureau’s estimates, total farm revenue 
in 1935 amounted to $943,081,000, an increase 


of less than one per cent as compared with 
the previous year. Most disappointing was 
an 8 per cent decline in the value of the prin- 
cipal field crops, chiefly as a result of the 
price factor. Wheat prices were generally 
higher than in 1934, but the low grading 
resulting from rust and frost reduced the 
value of the crop to about that of the 
previous year. Increases in yield of oats 
and barley were more than offset by reduced 
prices. On the other hand, the contribution 
of animal products to farm purchasing power 
more than made up for the loss in field crops. 
The live stock industry showed considerable 
improvement. Higher marketings of cattle 
and better prices increased the value of live - 
stock sales in 1935 by 22 per cent. Milk 
prices improved somewhat and exports of 
hog products to Great Britain expanded. The 
prairie provinces shared in the better returns 
from cattle and milk and a more uniform 
distribution of farm income prevailed than 
in 1934. In this connection I may point out 
that the advantages of access to wider markets 
to the south are already being realized. Three 
months’ operation of the recent trade treaty 
offers evidence of its value to the farmers of 
this country. Every step which helps to 
provide markets for agriculture brings nearer 
that day when the Canadian farmer, receiving 
more for his products than it costs to produce 
them, will once more provide, through the 
stimulus of his purchasing power, a sound 
basis for national prosperity. 


EMPLOYMENT 


My colleague, the Minister of Labour (Mr. 
Rogers), has recently placed on Hansard 
comprehensive statistics in regard to the 
numbers of unemployed in various classifica- 
tions. One of the most disappointing features 
of the business improvement so far is that 
the numbers of those on relief do not decline 
at the same pace as business activity recovers. 
The causes of this are chiefly to be found 
in the continuing growth of population bring- 
ing annually a new supply of workers into the 
industrial field, the customary initial effects 
of invention of new machines and _ processes, 
the gradual decline in the number of those 
unemployed or dependent who are taken care 
of by charity or by relatives, and the surplus 
labour power employed by many corporations 
which preferred to retain redundant staff 
or to work short time rather than to dismiss 
employees during the years of depression. 

While for these reasons, expanding employ- 
ment makes only slow progress in reducing the 
numbers on the relief rolls, nevertheless the 
increase in employment appears to be real 


and substantial. The bureau of statistics 
tabulates monthly statements on employment 
from over 9,000 of the larger firms engaged 
in manufacturing, logging, mining, transporta- 
tion, communications, construction and main- 
tenance, services and trade, and employing 
some 45 per cent of the total persons at work 
in all industries. From 93-4 on April 1, 1935, 
the index for all industries rose to a peak 
of 107-7 on November 1, an increase of 15-3 
per cent, and with the usual seasonal decline 
during the winter months the index stood at 
97-4 on April 1 this year, an increase of 4-3 
per cent over April 1 a year ago. The index 
for manufacturing industries rose 10-2 per 
cent from April to November and on 
April 1 this year was still about 8 per cent 
above the level of the same date in 1935. 

Supplementing this information it is en- 
couraging to note from data published by the 
Department of Labour that remuneration to 
wage earners in {1935 was greater than in 1934 
as a result of increases in various industries 
and localities. Part time and short time work 
were less prevalent. In logging, wages ad- 
vanced generally throughout the maritime 
provinces and Quebec, while in Ontario and 
British Columbia rates had risen considerably 
in 1934. In coal mining, wages increased 
appreciably in Nova Scotia and Alberta, and 
there were some increases in metal mining 
wages. Improvement was also witnessed in 
manufacturing, particularly in clothing and 
furniture factories. Rates were raised in the 
construction trades in Quebec and Ontario, 
and railway wage rates also increased. Long- 
shoremen’s wages rose in most of the ocean 
ports and in some of the lake ports. Common 
factory labour was up 2-4 per cent, miscel- 
laneous factory trades 2-3 per cent, and 
logging and sawmilling 5 per cent. 

One of the most important signs of a more 
healthy business condition is that industrial 
and commercial earnings are continuing to 
show improvement. An analysis of the record 
of. earnings of 241 leading Canadian cor- 
porations discloses that net earnings are about 
8 per cent greater for the latest fiscal year 
than for the previous fiscal period. When 
business is showing an increasing scale of 
earnings there are excellent grounds for 
anticipating further industrial and commercial 
improvement with increased volume of 
employment. 

A very interesting feature of our Canadian 
economy is the remarkable degree of stability 
in the price level during the last two years. 
For March the bureau’s index was 72-4 as 
compared with 71:9 a year ago, and since 
February, 1935, the range of variation from 
the line of 72 per cent of the average level 

18327—1} 


of prices during 1926 has been extremely small. 
Further progress, however, was made during 
the year in correcting some of the disparities 
between various types of prices created by the 
drastic fall in the price level during the 
early years of the depression. One important 
feature of this corrective process was that 
farm product prices, particularly the prices 
of animal products, improved more rapidly 
than the general level. It is of vital import- 
ance that this corrective process should 
continue. 


INTEREST RATES 


One price whose falling tendency is watched . 
with considerable enthusiasm in many quarters 
is the cost of money; in other words, the rate 
of interest. In this case, of course, the 
decline is a favourable factor. This factor 
is usually measured by the yield on long 
term bonds. The bureau computes an 
index of the yield on long term Domin- 
ion of Canada bonds, using the average 
monthly yield for 1926 as the base or 100. 
The course of this index during the past year 
provides an interesting record of the investor’s 
reaction to enactments or threatened enact- 
ments by provincial legislatures, to admin- 
istrative decisions, to official pronouncements 
by radio or in the press or on the public 
platform, and to the manifold other hazards 
that may affect the capital markets. It bears 
eloquent testimony to the oft-repeated saying 
that capital is timid. Beginning at 70-9 in 
January the index of interest rates rose to 
73°2 in February, dropped to 71-4 in March, 
rose to 72:2 in April, declined to 71-4 in 
May, rose to 73-4 in June, declined to 71-6 
in August, then rose sharply to 79-8 in 
September, and thereafter with a slight inter- 
ruption in December dropped steadily to 69-9 
in March, the latest month for which the 
index is available. The March index is the 
lowest rate of interest figure recorded since 
the bureau began compiling this series in 
1919 and probably represents the lowest yield 
on long term funds in the history of our 
country. Considering also the steady decline 
in the yield on our three-months treasury 
bills—our latest issue of these bills was sold 
on April 15th on a yield basis of approxi- 
mately seven-eighths of one per cent—and I 
should interject here that another issue was 
sold yesterday at the slightly higher rate, 
if my memory serves me correctly, of just 
over nine-tenths of one per cent per annum— 
we have ample evidence of the progress which 
the dominion has made in securing that 
stimulus to economic recovery through low 
interest rates which has been so important a 
factor in the United Kingdom. 
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Unfortunately, these low rates are not avail- 
able to all borrowers, particularly the most 
needy ones who are not usually considered 
the most credit-worthy. Nevertheless the low 
rates are beginning to permeate the interest 
rate structure as a whole. One evidence of 
this is the increasing volume of security flota- 
tions, not only by governments but also by 
private corporations, both for refunding and 
for new capital purposes. In 1935 the total 
volume of new issues offered has been esti- 
mated at 571 million dollars, an increase of 
83 million dollars over 1934. Of this total, 
325 million dollars were for refunding and 
, the balance for new capital purposes. During 
the first quarter of this year, activity was 
greatly accelerated. In this period total new 
Canadian bond financing amounted to 241 
million dollars, an increase of 180 million 
dollars over the first quarter of 1934. Of this 
total 70 million dollars were for refunding 
purposes. It is also significant that financing 
by corporations accounted for 105 million 
dollars or over 43 per cent of the financing of 
the first quarter of 1936 compared with 9 
million dollars or less than 15 per cent for 
the first quarter of last year. 


PROVINCIAL FINANCE 


‘One factor retarding the full revival of 
confidence and the healthy functioning of 
the capital markets has been the cloud of 
uncertainty which has been overhanging the 
financial position of several of the provinces. 
It is revealing no secret to say that the credit 
of the four western provinces has been main- 
tained during the last few years only by the 
financial support of the dominion. Despite 
the efforts—in some caseg, the heroic efforts— 
of these provinces to cut expenditures and 
increase revenues, the burden of unemploy- 
ment relief added to heavy interest charges 
on outstanding debt has been so heavy and 
the taxpaying ability of the people reduced 
so drastically by the economic conditions 
which prevailed that it has been impossible 
to provide out of taxes for the cost of unem- 
ployment relief, and even in some cases for a 
portion of ordinary governmental expendi- 
tures. In view, in part, of their own financial 
position and in part of conditions jin the 
investment market, particularly in the early 
years of the depression, these provinces have 
not been able to borrow economically, in the 
public markets. Whether wisely or not, the 
dominion government of the day faced with 
what it regarded as an emergency problem, 
initiated the policy of making loans to these 
provinces in order to enable them to meet 
their share of relief costs, maturing obliga- 


tions, and in some cases even ordinary govern- 
mental expenditures. As I shall show later, 
such loans now amount to $116,500,000. 

It has long been clear to everyone, I 
believe, that this process can not go on 
indefinitely. We are rapidly reaching—if we 
have not already reached—the impossible 
position where the dominion government will 
be the largest single creditor of these pro- 
vincial governments. Moreover, if we con- 
tinue this process of handing out funds with- 
out security and without control of any sort, 
we shall be in danger of undermining domin- 
ion credit, which, in my opinion, must be 
protected at all costs. 


LOAN AND FINANCE COUNCILS 


Recognizing the importance of this problem, 
the government has for the past six months 
been devoting a great deal of time and atten- 
tion to working out a solution with the 
cooperation of the provinces. It was one of 
the major questions placed on the agenda of 
the dominion-provincial conference in Decem- 
ber last, and initial discussions at this confer- 
ence led to the appointment of a continuing 
committee on financial questions which held 
sessions in January and again in March. 
During these discussions, agreement was 
reached on a general method of procedure. 
The dominion undertook to initiate an amend- 
ment to the British North America Act which 
would (1) validate certain taxes now imposed 
by one or more of the provinces and give the 
provinces power to levy a tax on retail sales, 
thus providing an enlarged and more elastic 
provincial tax structure; and (2) enable the 
dominion to guarantee existing or future debts 
of a province as well as enable a province 
to give the dominion adequate security for 
such guarantee by the pledge of dominion 
subsidies and, if necessary, other specific 
revenues. If and when these enabling powers 
should be secured, the dominion undertook 
to sponsor legislation providing for the setting 
of up (1) a national finance council, which 
would consist of the dominion Minister of 
Finance and the provincial treasurer of each 
province, with the governor of the Bank of 
Canada as technical adviser, and which would 
provide a permanent mechanism for mutual 
discussion of taxation, investment and other 
financial problems, with advisory powers only; 
and (2) individual loan councils which would 
consist in each ease of the dominion Minister 
of Finance and the treasurer of the province 
desiring to participate, with the governor of 
the Bank of Canada as technical adviser, and 
which would have power both to approve 
any program providing for refunding of the 


eee eee 


debt of a province under dominion guarantee 
and also to supervise future borrowing by 
such province. Dominion guarantee would be 
available to the province only when loan 
council approval to the proposed issue of 
securities had been obtained. Moreover, no 
compulsion was involved; the legislation 
contemplated would merely provide machinery 
which any province might take advantage of 
if it considered it to be in accordance with 
its own interests. 

Since March 31 the government has not had 
any statutory authority to make loans or give 
guarantees to any province and even in the 
relief bill which is now before parliament 
such authority as is being asked for relates 
only to loans, advances or guarantees in 
connection with relief measures or undertak- 
ings. It is not proposed, except through loan 
council legislation, to ask parliament for 
authority to grant financial assistance to 
enable a province to meet a maturing obliga- 
tion or to provide for other ordinary govern- 
mental expenditures. 

Provincial obligations that have matured 
in recent weeks or are about to mature have 
led to extended discussion with the interested 


provinces. The correspondence exchanged 
with the province of Alberta has been 
tabled. That record speaks for itself. In 


brief, the federal government has taken the 
position that not only must it have adequate 
security for the financial assistance which it 
is called upon to give but also that the 
dominion government must be in a position 
to determine the extent to which and the 
conditions under which dominion credit is 
made use of now and in the future. It was 
a matter of great regret to us that the govern- 
ment of Alberta did not see its way clear to 
accept the conditions under which alone our 
assistance could have been made available. 
The province of Saskatchewan, which has an 
issue maturing to-day, May 1, has expressed 
a willingness to participate in the loan council 
arrangement and with the understanding that 
the dominion will proceed with its legislation, 
the province, I am advised, has made arrange- 
ments with the Bank of Canada to enable it 
to meet this maturity. I am also advised 
that the province of British Columbia will 
be able to redeem its obligation falling due 
on May 15 without recourse to outside 
assistance. 

The government believes it essential to 
provide the necessary machinery for any 
province that may deem it desirable to take 
advantage of the facilities I have outlined. 
The government will therefore proceed with 
the resolution now on the order paper 
designed to initiate the proposed constitu- 


tional amendment, and thereafter with the 
legislation providing for the establishment 
of loan councils and a _ national finance 
council. I may add that after the most 
careful consideration we are prepared to 
recommend certain modifications to the loan 
council arrangement originally suggested. 
These modifications would make it possible 
for a province which had submitted a bor- 
rowing proposal to the loan council. and 
which had not obtained the council’s approval, 
to make such offering on its own credit in 
the domestic market. Approval of the loan 
council, however, would be mandatory for all 
external issues and also for domestic issues in 
those cases where the outstanding debt of 
the province is refunded under dominion 
guarantee. These changes, it is believed, will 
make the arrangement more acceptable to 
some of the provinces and still make it 
possible to secure the primary objectives 
which the dominion has in mind. 

I might advise the house that the modifica- 
tion to which I have just referred is being 
communicated to all the provinces, particu- 
larly those primarily concerned, and of course 
will have their consideration, and we shall 
hear from them with respect to it before 
very long. 

I trust that the position which the govern- 
ment has taken in these matters and the 
action which it proposes to take will com- 
mend themselves generally to the good judg- 
ment of members of this house. The record 
of Canadian securities in the investment 
markets of the world has been a most en- 
viable one. It would be unfortunate if that 
record were seriously marred at this late 
stage when the outlook appears to be for con- 
tinuing recovery and a probable rise in the 
world price level which will ease the burdens 
of debtor classes and debtor communities. 
The arrangement which we contemplate 
should provide a method for reducing interest 
burdens in a way acceptable to creditors. 
It should provide a means whereby prov- 
inces, fully cooperating, may restore their 
credit and place themselves in a_ position 
gradually to secure necessary funds for justi- 
fiable capital purposes. It should provide a 
regular and permanent mechanism for the 
mutual study. with expert assistance, of 
the difficult, technical financial problems with 
which all governments are faced. It should 
make for an avoidance in future of some at 
least of the costly mistakes made by dominion 
and provincial governments alike in the past, 
the continuing burden of which has made it so 
difficult to assume the new burdens of the 
present prolonged depression. 


It is our hope that the arrangement which 
is now offered will appeal to all provinces 
which find it impossible economically to 
finance their own requirements. We are 
convinced that it will remove a factor which 
is now retarding economic recovery. As long 
as we have an economy based on private 
enterprise—based on the willingness of thou- 
sands of individuals to make commitments 
for the future in the hope that profits will 
accrue—so long will the factor of confidence 
play an important part. As long as fear of 
the safety of investments or uncertainty in 
any form persists, private enterprise will 
not go forward vigorously. We in Canada 
are powerless to remove the uncertainties in 
the world political outlook which wunfor- 
tunately have been aggravated in _ recent 
months. We are in duty bound, however, to 
endeavour to remove all those factors in 
our domestic situation which tend to retard 
economic recovery. 


TRADE OF CANADA 


I turn now to a brief outline of the trends 
in our external trade. It is not putting it too 
strongly to say that foreign trade is the very 
life-blood of Canada. We have seen only too 
clearly in recent years the appalling effects 
on our internal economy of the decline of 
international commerce to about two-thirds 
of its former physical volume. The fruits 
of economic nationalism in reduced business 
activity, shrinking governmental revenues and 
widespread unemployment are such as to 
justify in abundant measure the efforts which 
the present government has made, and will 
continue to make, to free the channels of 
international trade and expand the markets 
for our primary and other industries which 
must otherwise suffer stagnation and drastic 
readjustment, 


A start in this direction has already been 
made with the negotiation of a trade agree- 
ment with the United States. The conclusion 
of this agreement is probably the most sig- 
nificant step taken by two leading trading 
nations to reverse the trend of economic 
nationalism. Not only does the agreement 
open up wider markets for the products of 
each country, but it is also hoped that it 
will serve as a lead to other countries and 
thereby promote progressive lowering of the 
barriers which have been damming up the 
trade of the world. Such a movement would 
be of the greatest value to Canada, the pros- 
perity of the whole dominion being so largely 
dependent on export outlets for the disposal 
of our surplus production. 


An adjustment was also made of the dif- 
ficulties which had arisen in relation to our 
trade with Japan. Without foregoing the 
safeguards necessary to legitimate Canadian 
enterprise, we succeeded in securing the can- 
cellation of the duty surtaxes on a number 
of important products for which Japan has 
been a valuable customer. 

Other steps taken to promote our export 
trade have been the extension of the trade 
agreement with New Zealand, which was due 
to expire on November 24, 1935, for a further 
period until July 31, 1936; an exchange of 
notes with France providing for certain ad- 
justments in duties and quotas to supple- 
ment the agreements which had been con- 
cluded with that country; and the extension 
of the modus vivendi with Haiti whereby 
Canada is guaranteed the minimum tariff of 
that country for a further period of one year 
from April 15, 1936, or until the entry into 
force of a trade agreement, proposals for 
which have been submitted to the Haitian 
government. 


Canada has long enjoyed profitable and 
pleasant trading relations with Belgium, and 
is anxious to strengthen our traditional fniend- 
ship with that country. Representations hav- 
ing been made by the Belgian government 
that the specific duties imposed in 1935 on 
dressed and dyed rabbit skins have had the 
effect of very seriously curtailing exports of 
these to Canada, the government has decided 
to remove the duties in question, and to revert 
to the ad valorem rate formerly effective. 
In consideration of this treatment, I may say 
to hon. gentlemen who are smiling, the Bel- 
glan government has agreed to remove the 
turnover tax which for some time has been 
imposed on Canadian goods imported into 
that country and, also, to classify as cheddar 
the cheese received from this dominion. These 
concessions, the removal of the heavy turn- 
over tax in particular, should stimulate our 
exports to Belgium in many lines of goods. 

The government continues to give careful 
study to our trade relations with other coun- 
tries having in view a steady increase in 
opportunities for the sale of Canadian ex- 
portable products. It may be expected that 
steps will be taken in the near future to enter 
into active negotiations for the conclusion of 
trade agreements with several important 
countries, in accordance with the policy of 
the government to bring about by the negotia- 
tion of bilateral agreements the progressive 
removal of the hindrances now hampering 
our international trade. 


Serious attention is now being given to 
our trade relations with the most important 
of our customers, the United Kingdom. I 
am happy to be able to state that discussions 
will shortly take place between representa- 
tives of the two governments. I shall make 
more extended reference to this matter when 
discussing tariff changes. 

I am pleased to be able to report, for the 
fiscal year just ended, an important gain in 
our total trade with other countries, amount- 
ing in round figures to 152 million dollars. 
This is an increase of 12-8 per cent over the 


previous year. It is true that world trade 
generally has improved during the past year, 
but it should be noted that while the average 
increase In trade of 24 leading countries in 
the calendar year 1935 was 4:1 per cent our 
own trade increase was 11°3 per cent. As 
a result of this marked expansion in our 
foreign commerce Canada has moved up from 
eighth to sixth place among the nations in 
total world trade. 

A statement of total trade for the twelve 
months ended March 31, 1936, with compara- 
tive figures for 1935, follows: 


Trade of Canada 


(excluding gold coin and bullion) 


March 31, 1935 


Fiscal year ended 


March 31, 1936 Increase 


Imports.. $ 522,416,844 $ 562,803,001 $ 40,386,157 

Exports: 
Caandian produce.. 659,899,994 765,615,563 105,715,569 
Foreign produce. . 7,658,963 13,441,659 5,782,696 
$1,189,975,801 $1,341,860,223 $151,884,422 


Both imports and exports shared in the in- 
crease, but while imports rose by 40-4 million 
dollars, a gain of 7-7 per cent, exports were 
111-5 million dollars higher, having increased 
by 16-7 per cent. This expansion of our ex- 
ports gave us, for the year, a favourable 
balance of trade of 216 million dollars. This 
is the fifth successive yearly balance in our 
favour and is the largest since 1927. The 
importance to be attached to a favourable 
balance of trade must, of course, be con- 
sidered in relation to total trade. 

The figure for the balance of trade just 
mentioned does not include our exports of 
gold—the usual practice among nations being 
to show this item separately because of its 
monetary use. With us, however, gold is a 
commodity and a very important part of 
our regular export trade. In the fiscal year 
just ended the adjusted estimate of our gold 
sold abroad was about 119 million dollars. 
By adding this to the merchandise balance 
of 216 million dollars already referred to 
it is seen that the total balance of commodity 
trade for the fiscal year just ended was 335 
million dollars in our favour. Our tourist 
trade is also an extremely important credit 
item in Canada’s international account. Pre- 
liminary estimates for 1935 show tourist ex- 
penditures in Canada of about 201 million 
dollars against Canadian expenditure in other 
countries of about 91 million dollars giving 
us a net credit balance in tourist traffic of 
about 110 million dollars. 


The house will see, therefore, that if to 
our credit balance of 335 million dollars on 
merchandise and gold we add the net figure 
of 110 million dollars from tourists, the total 
balance in our favour from these items is 
445 million dollars without taking into account 
the movement of securities, Canada is thus 
in a strong position with respect to payments 
which must be made abroad on account of 
our foreign financial obligations. Obviously 
there is here a solid foundation supporting 
our dollar in the foreign exchange market. 


ANALYSIS OF EXPORTS AND IMPORTS 


Upon analyzing our export trade, it is found 
that the United Kingdom is still our largest 
market having taken 293 million dollars or 
414 per cent in value of our goods exported 
in the eleven months ended February 29, 
1936, which is approximately the same pro- 
portion of the total as in the previous similar 
period. The British empire as a whole pur- 
chased 362 million dollars worth, which was 
154 per cent more than for the same eleven 
months a year ago. Within the empire the 
increased purchases from us were distributed 
as follows; the United Kingdom 15-6 per cent, 
Australia 35-1 per cent, New Zealand 28-7 
per cent, and South Africa 7-1 per cent. 
Exports to British India decreased by 17-2 
per cent. 

Not only do our increased exports bear 
witness to the steady growth of our trade 
with empire countries, but the same trend is 


also revealed in the figures of our purchases 
from these countries. While our exports to 
empire countries gained by 48-5 million dol- 
lars, our imports increased 19-4 million dol- 
lars or 134 per cent in the eleven months 
period. This increase in imports from British 
countries was shared as follows: the United 


Kingdom 5-4 per cent, Australia 16 per cent, 
British India 13-4 per cent, New Zealand 
21-7 per cent, and South Africa 41-3 per cent. 

Figures showing trade with the United 
Kingdom and with other empire countries in 
the eleven months ended February 29, 1936, 
and in the previous year are as follows: 


Trade of Canada with Empire Countries 


(excluding gold coin and bullion) 


Imports from the United Kingdom.. 
Exports to the United Kingdom.. 
Imports from the British Empire.. 


Exports to the British Empire.. .. .. BP yt Dae Bora aay 


Turning now to foreign countries, our trade 
with the United States is of particular in- 
terest following the recent agreement. Ex- 
ports to the United States for the full year 
ended March 31, 1936, amounted to 291-3 
million dollars as compared with 230-8 mil- 
lion dollars for the previous year. This is a 
gain of 60-5 million dollars or 26-2 per cent in 
our exports to the United States. Thus out 
of a total increase in exports for the year 
of 111-5 million dollars over 54 per cent of 
the gain was accounted for by additional sales 
to the United States. While it is too soon 
to expect to have realized the full expansion 
of trade which is expected to follow from 
the agreement, the latest monthly figures 
clearly indicate a growing volume of goods 
moving in both directions across the border. 

Exports to the United States for the three 
months January, February and March of this 
year totalled $70,868,053 as compared with 
$57,061,713 for the same three months of 
1935. This is a gain of 24-2 per cent for the 
period. 

Imports from the United States for the 
full year just ended were $319,610,706 which 
is an increase of 16 million dollars over the 
preceding year. 7:2 million dollars of this 
increase were recorded in the first three 
months of this year under the operation of 
the trade agreement. 

Over 56 per cent of our imports come from 
the United States. At the same time they 
take only 87 per cent of our exports. From 
empire countries we purchase about one-third 
of our imports and sell to them just over one- 


Eleven months ended 


Feb. 28, 1935| Feb. 29, 1936 
$102,602,618 293,002,334 
253,488 637 163,429,300 
143,989,314 362,178,462 
313,665,822] $108,177,173 


half our goods exported. Approximately 89 
per cent of our total trade is with the British 
empire and the United States. 

There is in this brief survey of our foreign 
commerce much to cheer us, and I believe 
this steadily expanding trade with other 
countries testifies strongly to the funda- 
mental soundness of the movement toward 
recovery in Canada. 


GOVERNMENT ACCOUNTS, 1935-36 


Turning now to the government accounts, 
may I state that, while the fiscal year ended 
on March 31, the final accounting has not 
yet been completed. Consequently, minor 
changes, and minor changes only may later 
be made in the figures now given. 

I trust the house will allow for my diffi- 
culties in dealing with a fiscal year seven 
months of which had elapsed before the 
present government came into office. We were 
faced with the commitments of our pre- 
decessors, which, in large measure, prevented 
important changes in financial policy during 
a year more than half of which had aiready 
passed. 

In order to simplify the presentation of the 
accounts, I shall, with the permission of the 
house, now place on Hansard a number of 
tables showing the usual five-year com- 
parisons of revenues and various classes of 
expenditure. This will enable me to present 
a clearer explanation of a technical and com- 
plicated series of accounting and _ statistical 
facts. The tables follow: 
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Statement of Revenues for the last Five Fiscal Years 


= (000 omitted) 
Estimated 
Tax Revenues 1931-32 1932-33 1933-34 1934-35 1935-36 
! d $ $ $ $ $ 
Customs import-dbies. 0. =. Sera eee 104, 133 70,073 66, 305 76, 562 74,000 
Excise-duties....0 Bock. ce eae ete Conair Me 48, 655 37, 834 35, 494 43,190 44,410 
War tax revenues— 
Banks... Soh. <.c0in) Hetleas wb nals eee ete 1,390 1,328 1,336 1,368 1,305 
Insurance companies. 2)0. 0... 0. ies ndscc sas cuese 12 826 742 750 760 
Delayed business profits.........-...0.0500000. SaaS erat eer peo eae Oath al ate eGR aero oa ries 
Income tates... <8 veen aoe eee ess ct ao 61, 255 62, 067 61,399 66, 808 82,700 
Sales tax; 65.5... ..0 Wee eae eee cea 41, 734 56, 814 61, 392 72,447 77,000 
Manufacturers’ importation, stamp, transporta- 
tion take, GEC... os ee son dees a ae we ane 17,872 25,377 45, 184 39, 745 35, 700 
Tax O01 SOLS o-oo oe ec or ace PO oe Te eo 8 AE inl] Nrun he rete sl eee SH Ns 3,515: 1,413 
Total revenues Frone GATOS snc nts ales sere emis = 275,054 | 254,319 | 271,852 | 304,443 317, 288 
Non-Tax Revenues 
Canada GramiA@ts, ...) BOR. .cwce tite a caeien 1,485 1,445 1, 236 1,205 1,219 
Canada Gaéastie. . oo .50 ties cos a eteetacamg ween 74 74 56 47 49 
Canals.d .), 3.380 oi scnh cee ate tates ars =e Otte oe 977 831 878 838 883 
Casual... .. oF ose st Ree Es neta ie eae 3, 758 3,192 3,613 4,337 4,372 
Chinese revenues doc oi nos ine tame cei own ean are 10 
DGmimion lands... 2. Bes cc. cok ee eee eee 485 459 419 516 455 
Miso tricity... 2o tabs, 2. ea etalon aisle Anat cis sehen 402 298 440 485 530 
Fines and fOriestUres. «0 Nac <5 ons teen cen ree 234 212 178 90 199 
Fisheries: . <4. 200. 25-04 ites coin de eens ce err 40 5 39 43 41 
Gas inspection: :/ 0... .b.-5 skeen cc Soreas = oe ees 81 84 76 96 91 
Insurance INSpeChOlL- sats cn «sacha sce a4 eee es 150 160 149 139 147 
Interest on investments. .£24..%..... Fess. ence 9,330 11,221 11, 148 10, 963 10, 600 
Mri. ins cine nias Hughie SAR awl Oe tm one eT 192 178 208 218 223 
Mariners” firmd 2 oo. . 3. ethno cn ss SaaS soe te 184 180 188 181 189 
Military collegéti......2... 5 Phe ane ¥ ve eeiete a= 0. ate 20 20 20 20 20 
Military pensions revenue..........0-. 65 e eee eee ees 163 166 165 174 172 
Ordnance lands... ost as o> cate sameeren 14 17 18 16 15 
Patent and copyright fees.2) 0% «2. 1. e Rane as 5 ain 525 539 429 426 450 
Pemitentiaries fc ecaten ak ci tath «ate e ae ss ke SEN 166 121 98 74 60 
Post Offite.., Th... ce ke ies acer ees ee 32, 235 30, 928 30,893 31, 248 32,507 
Premium, discount and exchange.......-........+-+]eeceeeeeee HENS | ine eae 752 50 
Public WorkB.\t. ....0-. ees connate a oc acn tee ne 281 213 250 254 241 
Radio licencesils. <..<0.c5. cae k coed ae Rae ste vee Ne 529 1,414 1,291 1,487 1,562 
R.C.M.P. officers’ pemsionas. -...sceete ers ce ty 15 12 12 9 9 
Weights and mi@@SUTCS.... 06.2... nese ne eee rep deans 407 394 400 407 402 
51, 757 52,318 52,210 54,031 54, 492 
Total ordinary revenueS............00cceeeeecerens 326,811 | 306,637 | 324,062 | 358,474 371,780 
Special Receipts 
Sundry receipts and credits..........---.+++2+eeeee> 7,028 4,493 418 3,397 320 
T 6tal Pevenues sd... 5. pares s so sul eniee 333, 839 311, 180 324, 480 361, 871 372, 100 


Statement of Expenditures by Departments for the last Five Fiscal Years 
(000 omitted ) 


nnn, — eee 


Estimated 
Ordinary Expenditures 1931-32 1932-33 1933-34 1934-35 1935-36 
$ $ $ $ $ 

Agriculture... 0002-2605 <oisam cso ee ates tos eb haan a 10, 212 8, 066 6,996 7,107 9, 703 

Auditor General’s Off 00. sens... cece neds cee nee nser 18 436 380 376 377 428 

Civil Service Commission............+-- bs eae a 306 244 221 221 260 
External Affairs, including office of the Prime 

MM mister. ss-eace Saco. ko De EY 8 ee aa tes oon atte alt 994 863 974 1,427 1,324 

Finance— 

Interest On public GODG...6.0 var srcecrney easy s- 121,151 134,999 | 139,725 | 138,533 134, 550 

Cost of loan flotatiania. «0055 deesaal oer sk os seas 1,350 1,639 2,550 2,890 3,575 

Premium, discount and exchange (net).......... ie? tigen Peay et ET Wah ees te oc Satine 

Subsidies to ProvineeBss «a6 0 <4 ae Pes < os aero ed 13, 695 13,677 13,728 13,769 13,769 

Special grants to provinces............+++-++++5 1,600 1, 600 1, 600 1, 600 3,975 

Other grants and contributions................. 536 499 398 467 761 

Civil pensions and superannuations.............. 1,172 1,098 1,032 943 868 
Government contribution to superannuation 

ee ER Rees 2,229 2,270 1,986 1,947 1,875 

Old age PONiONS, .o. chow veh dae nta eB svyy ole® oe 10, 032 11,513 12,314 14, 942 16,760 

General expenditere.ss.ssrsdcccvcstaasevvavs res 1,845 2,046 3,148 3,925 3,724 
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Statement of Expenditures by Departments for the last Five Years—Continued 
(000 omitted) 


Estimated 
Ordinary Expenditures 1931-32 1932-33 1933-34 1934-35 1935-36 
$ $ $ $ $ 
RASheniGstis Samrat: seca el, Men ihe Ra en eee 2,046 1, 787 1,596 1,641 M727 
Governor General’s secretary’s office............... 148 136 136 133 137 
Imimisration and Colonization......eee....:..she... 2,200 1,689 1,369 1, 269 1,334 
Tndgant Alte irra, Rost ae 2c pe eee, ear eee Rene 5, 081 4,499 4,380 4,362 4, 886 
TsranCe:..<,< 1: eo coe Bey. eRe acne ee 180 161 152 156 171 
PROMO vos. cress ae bth: cai Aes eee 4,647 3,454 2,833 2,744 2,952 
DUBSEICO TI Let nee ck Same nl Tey ee pee eae 2,793 2,691 2,712 2,718 2) (59 
Penitentianies (y..5 ee ob... etetee sake eee PTY E 2,870 2,677 2,667 2,477 
TED OUT <<, ee MUM ee iis hee eA ee §33 605 560 581 662 
Hechmicaleducatloniens sree yess aa eee 283 202 129 91 100 
Government annuities—Payment to maintain 
MOSOTIVG yeeros ein st torent acetals on eerie 262 289 184 146 272 
Legislation— 
House of Commons: eee a. aera ee 1,982 2,210 986 1,796 1,505 
hibranyeOuparliamentre ce eee eerie 81 65 69 7a 77 
DONATE oF mie ears cv oe A eae toteie a ate eae oe 650 747 286 491 491 
Generally eee trie een cr a ee 79 81 62 95 60 
Domainion Miranchiseosees-ppy eve ee eal | eae | ae | 1,545 503 
Chief Electoral office including elections........ 145 56 32 146 1,093 
Main... ce eee, rot ee Cy eee, ee 7,262 5,801 5,439 5,742 5,959 
Canadian Radio Broadcasting Commission....|.......... 149 1,025 1,249 1,510 
Mines and Geological Survey................-.+e.s- 1,264 1,048 909 965 1,102 
Movement of Coal and Domestic Fuel Act.... 721 1, 220 Qa. 2,124 2,055 
National Defence-— 
Militia sernvaicelt ... 5 eae ke pcan eee 9,700 8,719 8.774 8,853 10,197 
NaValiServiCe ui: een ere ete. eee 3,043 2,167 2p lial 2,222 2,379 
Aur Servet te. 8p. i eee kes, eee coe ee. 4,040 el 1,685 2,258 3,865 
DUNC SenVAGeS eee ne. cetera ; 1,347 1,078 791 799 825 
National Revenue, including Income Tax........... 13,920 10, 846 10, 354 10, 165 10,983 
Pensions and National Hea!th— 
Treatment and after-care of returned soldiers. . 11, 633 10,510 9,571 10, 127 11,328 
Petsions) war and militany sss. ces eee. 47,770 44,185 42,923 43, 232 42,870 
Health Division nee ate mee te ee 1,246 924 802 809 879 
PostOii cede). hee. ee eee 36, 052 31, 607 30, 554 30, 252 31, 607 
Privy Council! &..15. pees eee eee 53 47 49 46 47 
Public: Archivests.- oc. nel teste eee ne cee 212 174 157 209 162 
Public Printing’and! Stationery...0.02)..5 00.0 0n ae. 289 231 aN) 368 168 
Bablic Works Sean. tee rele ae ah eee 17,648 13,108 10, 827 9,905 12,951 
Railways ands Canales see ae en ee 3,997 3, 667 8x85 4,581 4,305 
Maritime Freight Rates Act....:.............. 2 5D5, 1,921 1,989 2,529 25302 
Railway grade crossing fund.................-.. 959 318 > aH) 275 128 
Royal Canadian Mounted Police................... 3,488 5,820 5, 528 5,970 6, 192 
Seerctaryiof Staite:ci5 Gente ane ee ae 483 418 387 389 704 
loltehicreibstaindlson Sears cone cudonoowndeacoduucssete ars 1,036 818 810 746 761 
Trade and Commerce— 
Despair tient. srrceee eee  e 6,417 HPAL 3,007 3,058 3,528 
Canada ‘Grain PAGt & een enn nee ee 2,306 2,026 1,759 1,679 1,852 
Mail subsidies and steamship subventions....... 2,999 2,081 2 Oot 2, 274 2,431 
Adiustmen t Of warclamn seen seen ee eee mrs 91 55 56 48 (Hh 
Reparations—Claims for compensation............. 1733 LSSh|Saeene ee G: eter, eee 
Sundry charges to consolidated fund........:....... 50 74 37 20 4 
Motaliordinaryiexpenciturosawwecee eee oe ene 372,145 354, 644 Serge 359, 709 373, 987 
Capital Expenditures 
Canals: cnr cates A teat, ee te 8 renee 3,299 3, 027 1,975 30l 460 
iadivaivst a onveke. Managed: nary. eee 6, 242 ole: Leys 507 805 
Pub ev Wonks: ost sept on neh e ROLe, ieee ey on men 7,489 4,018 3,778 6,189 5, 811 
Total capital expenditures...............-.....+-++. 16, 980 8,548 6,490 7,027 6, 576 
Special Expenditures 
Unemployment Relief Act 1930...................-. 13,190 548 4 oh 24 
Unemployment Relief Act 1931..................-. 25,106 17,048 564 By 24 
Wnemplovmendy Reliet ACHlGs2 5) 6 ee wy) ements 19,125 6,948 399 105 
Unemployment meliet) Act 19395.) sme ie) Meee! |e eee ene ema aes 28, 382 2,420 491 
Unemployment Relioht ACh 1054) oon: er eee Mee | ne eee eee Se eee 49,114 ign Al 
Unemployment Relief Act 1935. ..2 ct ne eyesore a ears ety te 47,704 
Totaliinemployment reliel......./.....05...) ne 38, 296 36, 721 35, 898 51, 988 49, 469 


11 
nee EEE EEE SESE 


Statement of Expenditures by Departments for the last Five Years—Concluded 


i es Be ga a Oe ee 
$$$ $< —<————————————————————————— ee S00 0>8—0—SSOoaaaSSs\»<——"»r> 


Estimated 
-——- 1931-32 1932-33 1933-34 1934-35 1935-36 
] $ $ $ $ $ 
Special Expenditures—Cone. 
Public Works Construction Act... 70 2. COO RO tens eee tccaw sss 8, 673 30, 232 
Canadian Pacific Railway (Relief acts—advances 
non-BOtive). is i/oes> Ree oti eas > Seles 1,447 TCU ea Rs ees 
Reduction of loans to soldier settlers............. 2.0 )eeeeee sect fone e nese 1,766 469 439 
Wheat bonus!) 24% 5. Co00., CAE: Sees 10,908 Hoots ad aha en UA Pg 
1930 Wheat Crop Equalization Payments Act.......]......5++.)eee cence epee ees AE Neitergntedts 6, 600 


Loss on 1930 wheat pool and stabilization opera- 
tions—Payment to Canadian Wheat Board of 
net liability assumed as at December 2, 1935. ...|....-. 6-0. [ecee eee ee fec eee eee eee ees 15, 856 

Loss on 1930 oats pool under guarantee of bank 
advances to Canadian Cooperative Wheat Pro- 


Cutare Tamalted «ne ee re ee ec ce mic eae tle cs ent eae Rall he Ara ood Pa aa Diba ce 174 
Total special expenditures.............5- cesses eeeee 49, 204 39,979 38, 664 61, 130 102,770 


Government Owned Enterprises 


Losses charged to consolidated fund— 


Linda SCTSt > SSE. POP eee: oestrone () 53, 423 52, 264 42,590 41,796 
Eastern linesi« 9). MeO. Seber ie: HE eee 6, 632 8,717 6, 691 5,818 5, 625 
Canadian National Steamships. «p0j0i50.<.0j0+ «jo; ee fe 0 eee ola» |p vim cee win oe [we 2 sire einlaial|n siete aie ninne 270 
Harboul comsniseions nice cece re ele 5 seer eran Meee | eon men ciate alroeis cect 1,139 

Total charged to consolidated fund................. 6, 632 62,140 58,955 48, 408 48,830 
Loans and advances non-active— 
Canadian National Steamships................. 1,199 1, 383* 14* 487 obey 
Harbour commissions; 3. . 50-9: .QOeRDoee. «aes 1,913 4,898 2,110 1,242 2,461 
Accounts carried as active assets, transferred to 
NOD-ACULVP-GHSCUS.- cas aces ise eee ares cla @ ena ata (2)02, ONO nate cress TUE, ween 
Total non-active advances. ......... cbs ccc eens 3,112 66, 453 2,096 1,740 2,128 
Total government owned enterprises...............- 9,744 128, 593 61,051 50, 148 50, 958 
Grand total expenditiuressiet 2). Saere See eee 448,073 | 531,764 | 457,977 | 478,005 534, 291 


ot OS 

(8) $52,256,000 for fiseal years 1931-32 was financed by loans and /or guarantee of securities. 

(2) Canadian National Railways—Loans for 1931-32—$41,121,000. Sundry harbour commissions— 
Advances prior to 1932-33—$21,817,000. : 


Summary of Revenues and Expenditures 


(000 ormitted) 
Estimated 
—_— 1931-32 1932-33 1933-34 1934-35 1935-36 
$ $ $ $ 3 
Ordinary expenditures.s.s) si . si . Ld x. 1 U- a Mont 372,145 | 354,644 | 351,772 | 359,700 373, 987 
Ordinary revenues... ..« 20558 + aan ne Abe nema 326,811 306,637 | 324,062 | 358,474 371, 780 
Deficit on ordinary account.) 002.5700. . A et —45,334 | —48,007 | —27,710 ny 1,226 —2,207 
Special expenditures... .. 6.052 +e cadens sscice nese ween, 49, 204 39,979 38, 664 61,130 102,770 
Less special receipts... 60. cc cece scene sr cetescunees 7,028 4,493 418 3,397 320 
pT a ae ie tre eT ey a a 42,176 35, 486 38,246 57,733 102, 450 
Add capital expenditures... 2... ,..4-0000-4ees series 16, 980 8, 548 6,490 7,027 6,576 
Add government owned enterprises.......,.....-+-. 9, 744 128, 593 61,051 50, 148 50, 958 
Total. wk ta ane Sh. Se a 68, 900 172, 627 105, 787 114, 908 159, 984 
Add deficit on ordinary account,,.......-s0-4+e004- 45,334 48 , 007 27,710 1, 226 2,207 
Total deficit or increase of net debt................. | 114,234 | 220,634 133, 497 116, 134 162,191 
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It is also proposed to depart from what I 
have sometimes called the “bridge score” 
method of accounting—so much above the line 
and so much below the line—and to present 
clearly the over-all deficit in the government’s 
accounts. In the past we have too frequently © 
misled ourselves by the form in which our 
government accounts were presented. We 
have pointed with pride to a small surplus 
on ordinary account and we have tended some- 
what to minimize the importance of large 
deficits resulting from capital and special 
expenditures. It is time to look the facts 
squarely in the face. If the people of Canada 
are fully aware of all the facts, I am con- 
fident they will support us in taking the 
steps necessary to achieve that balance of gov- 
ernment revenues and expenditures which in 
my opinion cannot safely be postponed much 
longer. 

REVENUES 1935-36 


Our total revenue from taxation and other 
sources during the past year aggregated $372,- 
100,000. This total is $10,229,000 in excess of 
the total revenue for the preceding fiscal year. 

The revenue from taxes alone amounted to 
$317,288,000, an increase of $12,845,000 over 
the preceding year. 

The increase in tax revenue is more than 
fully accounted for by the income tax which 
yielded $82,700,000 as compared with $66,- 
808,000 in 1934-35. This is the highest yield 
ever recorded from the income tax, the largest 
figure for any previous year being that of 
$78,684,000 in 1921-22. The increase during the 
past year arises in part from the improvement 
in individual and corporate incomes, but in 
part also from the surtax on investment income 
which was imposed for the first time last year. 

The sales tax which was the second largest 
contributor to government revenue last year 
was responsible for a total collection of $77,- 
000,000, an increase of $4,553,000 over the pre- 
vious year. 

Excise duties, imposed chiefly on liquors and 
tobacco, yielded $44,410,000, exceeding the 
collections of 1934-35 by $1,220,000, notwith- 
standing the substantial reduction made last 
year in the duty on liquors. 

The yields from our other major types of 
taxation were lower last year than in the pre- 
ceding fiscal year. The total revenue from 
customs import duties amounted to $74,- 
000,000 as compared with $76,562,000 collected 
in 1934-85. A substantial increase in customs 
revenue thad been budgeted for by my 
predecessor, because of an expected in- 
crease in the volume of imports. While 
the anticipated rise in imports, ma- 
terialized, the increase was almost wholly 
in the non-dutiable items. The volume of 


dutiable imports increased only three per 
cent and the duties collected actually de- 
creased, largely because of a decline in raw 
sugar imports and a shift of such imports 
from foreign countries to countries enjoying 
the British preferential tariff rates, and be- 
cause of the reductions made in the duties on 
liquor last year. 

Special excise taxes produced a_ total 
revenue of $35,700,000. This represents a 
decrease of $4,045,000, which is accounted for 
chiefly by the changes made last year under 
which the excise tax on beer was reimposed in 
the form of an excise duty on malt and by 
the elimination last year of the remaining 
half of the special three per cent tax on im- 
ports entitled to entry under the British 
preferential tariff or under trade agreements 
between Canada and other British countries. 

Non-tax revenues, that is, the revenues 
derived from various departmental services 
of government, aggregated $54,492,000, an in- 
crease of $461,000 over the previous year. 
The main items under this heading are inter- 
est on investments which amounted to $10,- 
600,000, and Post Office revenues which 
totalled $32,507,000, or nearly $1,260,000 in 
excess of the previous year. The so-called 
surplus on Post Office operations approxi- 
mated $900,000. It must be remembered, of 
course, that the Post Office accounts do not 
include the rental value and other costs of 
premises occupied and equipment used, nor. 
on the other hand, do they include any credit 
to the Post Office for services rendered to 
other departments through the free use of 
the mails. 

Special receipts during the last fiscal year 
amounted to only $320,000. This compares 
with $3,397,000 received in 1934-35 when the 
custodian of enemy property made a special 
transfer of $3,000,000 to the consolidated 
revenue fund. 


EXPENDITURES 1935-36 


While, as already indicated, I wish to draw 
special attention to the aggregate expenditure 
for which the government is responsible both 
on its own and on railway account, it will 
facilitate comparison with previous years if 
comment is first made on the various classes 
of expenditures which have traditionally been 
shown in the public accounts. 


ORDINARY EXPENDITURES 


The ordinary expenditures for the year have 
aggregated $373,987,000. This is $14,287,000 
in excess of the expenditures for 1934-35. 
Nevertheless it is $16,000,000 lower than the 
total of the amounts authorized by vote and 
statute. This substantial reduction below 
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the appropriations is accounted for, in part 
at least, by the measures taken by the present 
government when it came into office last 
October. One of its first acts was to ini- 
tiate a careful examination of the trend of 
revenues and expenditures and an analysis 
of the financial commitments which had been 
made. The results of such examination were 
such as to lead to an immediate direction 
to all departments to effect every possible 
economy in ordinary and special expendi- 
tures and to defer any undertakings which 
could not be clearly justified on grounds of 
necessity or of. substantial assistance in pro- 
viding employment. Had such action not 
been taken, expenditures for the year would 
have been much higher than they actually 
were. 

Some of the increase in ordinary expendi- 
tures last year was due to special causes, for 
instance the expenses involved in holding 
a national election. I suppose some of us 
think that expense was justified. Others may 
quarrel with it. The cost of old age pen- 
sions increased $1,818,000 and there were 
additional special grants to provinces amount- 
ing to $2,375,000. 

Of special interest was the decrease of 
$3,983,000 in interest on the public debt, 
reflecting the economies resulting from con- 
version of outstanding securities into obliga- 
tions bearing a lower interest rate, and the 
lower cost of treasury bills. Our interest 
burden last year was $134,550,000, which was 
lower than in any years since 1931-32. Never- 
theless, it used up 36-2 per cent of our total 
revenue. 

CAPITAL EXPENDITURES 


Total expenditures charged to capital 
account amounted to $6,576,000, a decrease 
of $451,000 from the previous year. The 


chief item was $5,361,000 for dredging the 
river St. Lawrence ship channel. 


SPECIAL EXPENDITURES 


We come now to that important group of 
items which are classified as special expendi- 
tures. Some of the items so classified in pre- 
vious budgets cannot be regarded as special 
in any real sense of the term and they are 
now included in ordinary expenditures. These 
items include $3,575,000 cost of loan flota- 
tions, representing flotation costs of new 
loans and annual charges for amortisation of 
bond discount; $1,875,000 government con- 
tribution to superannuation fund; $272,000 
payment to maintain reserve in government 
annuities fund; and $128,000 representing ex- 
penditure made under the Railway Grade 
Crossing Act. In the tables showing expendi- 
tures for the past five years the necessary 
adjustments have been made in order to 
place the group totals for the various abs: 
on a comparable basis. 

The importance of this category of cic 
expenditures is indicated by the total ex- 
penditure of $102.777,000 which is $41,640,000 
in excess of the preceding year and much 
higher than in any previous year. 

Of this total $49,469,000 represents pay- 
ments for unemployment relief purposes, This 
includes not only the cost of direct relief 
and provincial grants in aid, but also the 
maintenance of the relief camps, the care 
of single homeless unemployed persons, land 
settlement relief, special assistance to the 
Saskatchewan drought area and public works 
and undertakings carried out under authority 
of relief legislation. The following table 
compares the expenditures made for these 
various purposes during 1935-36 with the 
similar expenditures in the preceding fiscal 
year: 


Unemployment Relief Expenditures 


Estimated 
— - 1934-35 1935-36 
Dix e et relief. $19,211,557 $ 262,388 
Grants in aid “(from August he 1934) . 14,024,000 26,274,875 
Public works and other projects... 4,493,432 9,831,375 
Land settlement relief. 277,973 176,000 
Relief camps—De partment of National "Defence. . 7,648,371 8,212,000 
Care of single boroeiaes fo rele oie ena ‘ai . : 629,611 219,000 
D¢ he Inte relief including works in “nationa 
ne peta of ee at ue wt iN es A ey eee 515.911 180,000 
Saskatchewan ‘drought area relief... di 50 5,000,000 4,000,000 
Miscellaneous, including administration. . ie 186,452 313,362 
$51,987,367 $49, 469, 000 
: _ ees ae ee re EE a) a ee ee ee ee 
It will be noted that as in the previous of relief was by way of accountable advances 


special assistance was given to the 
of Saskatchewan for relief in the 
of the province. This form 


year, 
province 


drought area 


totalling $4,000,000. During the fiscal year 
1934-35, the sum of $5,000,000 was advanced for 
the same purpose and the total of $9,000,000 
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was intended to cover the dominion’s obligation 
for the provincial relief year extending from 
September 1, 1934, to August Sie 13h ee litis 
estimated that when all the accounts are re- 
ceived from the province the total of $9,000,000 
will not be sufficient to take care of the 
dominion’s obligation. Any excess will be 
applied in reduction of a loan made to 
Saskatchewan for that specific purpose. This 
excess, not yet determined, has not been in- 
eluded in the statement of expenditures. 

When the present government took office 
on October 23 last, we found that through 
agreements with provincial governments cer- 
tain commitments had been made for the year 
ending March 31, 1936. These commitments 
have of course been met and, in addition, as 
an emergency measure, the monthly grants 
in aid to provinces for direct relief were in- 
creased by seventy-five per cent for the four 
winter months of December, January, Febru- 
ary and March for the purpose of enabling the 
provinces to grant greater assistance to their 
municipalities. 

Another item under special expenditures 
which might well have been included in the 
cost of unemployment relief relates to ex- 
penditures made pursuant to the Public 
Works Construction Act, 1934, and the Sup- 
plementary Public Works Construction Act, 
1935. Expenditures under these two acts 
during the last fiscal year aggregated $30,232,000 
as compared with $8,673,000 in 1934-35. As at 
March 31, 1936, there remained unexpended 
$18,726,000 of the amounts authorized by these 
acts. Uncompleted projects and other pro- 
jects authorized by these enactments which 
the government believes it advisable to pro- 
ceed with have been provided for in the new 
fiscal year by the special supplementary esti- 
mates recently brought down in this house. 


WHEAT MARKETING LOSSES 


Included in the special expenditure for last 
year are three items representing losses in- 
curred as a result of the wheat policy in effect 
during the past five years. The payment of 
$6,600,000 to primary producers of wheat who 
delivered wheat during the crop year 1930 has 
been amply debated in this house. The item 
of $15,856,645 represents the debit balance in 
the bank account of Canadian Cooperative 
Wheat Producers Limited as of December 2, 
1935, which was assumed by the Canadian 
Wheat Board as a result of the transfer to 
it as of that date of the wheat and wheat con- 
tracts held by Canadian Cooperative Wheat 
Producers Limited in connection with the 
1930 wheat pool account and stabilization 
account. As advances by the chartered banks 
to’ Canadian Cooperative Wheat Producers 


Limited were guaranteed by the dominion 
government, further supplementary estimates 
for 1935-36 will authorize payment to the 
Canadian Wheat Board of the amount of this 
liability assumed by it. 

The operations of the Canadian Cooperative 
Wheat Producers Limited, in connection with 
oats of the 1930 crop resulted in a loss of 
$170,130 as at December 2, 1935, and under 
the terms of the government guarantee this 
amount with accrued interest to the date of 
payment will be paid to liquidate the bank 
liability. 

Unfortunately, these three items totalling 
$22,630,000 may not represent the total cost 
of governmental wheat marketing operations. 
To them will have to be added any further 
losses that may result before the wheat and 
wheat contracts resulting from the 1930 pool 
and stabilization operations have been finally 
disposed of, and also any losses which the 
Canadian Wheat Board may incur in market- 
ing wheat of the 1935 crop for which a mini- 
mum price to primary producers of eighty- 
seven and one-half cents per bushel, basis 
No. 1 northern, Fort William, was fixed last 
September. Whether such losses will accrue 
and what their magnitude will be will depend 
on the prospective harvests in wheat producing 
countries of the world, on the demand of 
importing countries, and on the trend of 
wheat prices. These factors it is of course 
impossible to forecast. It may be emphasized, 
however, that the government does not believe 
itself warranted in assuming responsibility for 
holding such colossal quantities of wheat as 
have been held during the last few years. 
Without resort to dumping, its policy will 
be to market surplus wheat in an orderly 
manner as rapidly as world conditions will 
permit, with due regard to the progress of 
the next Canadian crop, and at the same time 
endeavouring to restore and expand in every 
possible way the demand for Canadian wheat 
and wheat products in world markets. 

The remaining items under the caption of 
Special Expenditures are of minor importance. 


GOVERNMENT-OWNED ENTERPRISES 


Another important class of expenditures for 
which the government is responsible may be 
considered under the caption, “Government- 
owned Enterprises.” This new category ap- 
pears to be a convenient one in which to group 
together any losses of, or non-active advances 
to, government-owned enterprises which are 
operated as separate corporations. It will 
include the net income deficit of the Canadian 
National Railways, and any operating deficits 
of the Canadian National Steamships or of 
any harbours previously operated by harbour 
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commissions but in future to be administered 
by the National Harbours Board, as well as 
any non-active advances to such enterprises. 
Non-active advances do not earn interest and 
are treated in the government accounts as 
expenditures. 


CANADIAN NATIONAL RAILWAY COMPANY 


Further improvement in operating revenues 
of the Canadian National Railway Company 
took place in 1935. The gain amounted to 
$8,200,000, or 5 per cent. Operating expenses 
were higher than in 1934, one of the important 
factors being the increase in wages brought 
about by the removal of a part of the payroll 
deduction. After providing for operating ex- 
penses and other charges such as taxes, 
rentals, ete., the company’s accounts showed 
a net amount of $6,800,000 available for inter- 
est on debt. This result was not as satis- 
factory as in the previous year, when the 
amount available for this purpose was $7,- 
400,000. After applying the sum of $6,800,000 
available from earnings against interest 
charges of $54,200,000, there resulted a cash 
deficit of $47,400,000. This amount has been 
paid by the dominion and charged in our 
accounts as an expenditure for the year and 
compares with $48,400,000 in 1934, the im- 
provement of nearly one million dollars being 
entirely accounted for by savings made in 
interest charges through refunding of securi- 
ties. 

It should be borne in mind that there are 
certain charges in the accounts of the rail- 
ways not involving cash which should be 
taken into account in reconciling the above- 
mentioned figure of cash deficit with the net 
loss for the year as shown by the annual 
report of the railway company. 


In addition to the provision for deficits, the 
government advanced $7,574,000 to the Cana- 
dian National Railways in the fiscal year 
period for capital expenditures and retirement 
of debt. This amount is shown in the public 
accounts under Loans and Investments. The 
figure is made up as follows: capital expendi- 
tures under the 1935 budget, $687,000; pur- 
chase of and repairs to equipment under the 
Supplementary Public Works Construction 
Act, $5,068,000; retirement of debt (net), 
$1,819,000. 

Important refunding operations in connec- 
tion with the long-term funded debt of the 
railway company took place during the year. 
Four issues of bonds aggregating $108,519,000 
were called for redemption prior to their 
maturity dates and were replaced by securi- 
ties bearing lower rates of interest. These 
issues were: 

$35,000,000 44% bonds due December 1, 
1968 ; 

$26,000,000 44% bonds due September 15, 
1954; 

$23,740,000 7% bonds due October 1, 1940; 

$23,779,000 7% bonds due December 1, 1940. 
In addition, temporary Joans obtained in con- 
nection with the maturity of $17,000,000 44 
per cent bonds on February 15, 1935, were 
funded. This made a total of securities in- 
cluded in the refunding operations of $125- 
519,000. Provision for this amount, together 
with premiums payable upon call of the bonds 
and discounts on the new issues, was made by 
the sale of railway company securities guar- 
anteed by the dominion to the principal 
amount of $128,400,000 and a temporary loan 
of $2,043,000 from the dominion treasury. The 
details of the new issues and the interest cost 
to the company, are shown in the following 
statement: 


Canadian National Railway Company 


Guaranteed Bonds issued 


for Refunding, 1935-36 


Issue date Maturity date 


May 1, 1935 May 1, 1938 
May 1, 1944 
February 15, 1936 February 15, 1943 
February 15, 1953 
The annual saving to the company, after 


providing for the amortization of the premiums 
paid upon the called bonds, will be approxi- 
mately $3,000,000 a year as a result of this 


refunding. All of the redeemed bonds were 
payable, either optionally or solely outside 
of Canada, and the new issues are payable in 


Canada only. In connection with the redemp- 


Interest Cost to 
rate company Amount 
2% 2.35% $13,400,000 
3% 3.29% 35,000,000 
2% 2.31% 55,000,000 
3% 3.25% 25,000,000 


i 


tion of the three issues in September, October 
and December last, the necessary funds were 
first obtained by the sale in New York of 
direct obligations of the dominion and later 
the company recouped the dominion from 
the proceeds of the sale of its securities in 
Canada. 
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On March 31, 1936, the amount of the debt 
of the Canadian National railway system out- 
standing in the hands of the public was 
$1,217,000,000, having been reduced by 
$21,000,000 in the past year. Of the amount » 
outstanding, $964,000,000 are obligations guar- 
anteed by the dominion. 


CANADIAN NATIONAL STEAMSHIPS 


Proceeding further to deal with the pro- 
vision which it has been necessary to make 
for government-owned enterprises, it 1s satis- 
factory to report that the operations of the 
Canadian National Steamships showed a 
considerable improvement over the previous 
year. The cash loss on the West Indies 
service was $270,000, as compared with $567,000 
in 1934. The Canadian Government Merchant 
Marine had operating earnings of $312,000, 
as compared with a deficit of $127,000 in 
1934. An amount of $179,000 was advanced 
for capital expenditures on the West Indies 
fleet, but this expenditure was more than 
offset by the return to the government of a 
further $200,000 advanced in previous years 
to the merchant marine for working capital. 
Taking into consideration all these trans- 
actions, there was a credit of $63,000 on 
account of steamship services. 


HARBOUR COMMISSIONS 


Assistance to harbour commissions appear- 
ing in our expenditure accounts amounted to 
$3,600,000. This amount is made up of 
$1,139,000 paid to liquidate bank loans 
obtained for operating deficits in Quebec, 
Chicoutimi and Halifax, and represents losses 
incurred not only in 1935 but also in previous 
years. The balance is comprised of advances 
(non-active) of $482,000 for deficit on the 
Jacques Cartier bridge, Montreal, and 
$1,979,000 for expenditures in the harbours 
of Saint John, Halifax, Three Rivers and 
Quebec. 

To sum up, the total amount treated as 
expenditures in our accounts in connection 
with the operation of the railways and other 
government owned interprises, was $50,958,000, 


as compared with $50,148,000 in the previous 
year. This is exclusive of the amounts carried 
as investments to which reference will be 
made later. 


SUMMARY OF EXPENDITURES 


Adding together ordinary, capital and 
special expenditures, as well as losses of and 
non-active advances to government owned 
enterprises we find that the grand total of 
expenditures for which the government was 
responsible was $534,291,000. This is an 
increase of $56,286,000 during the last fiscal 
year as compared with 1934-35 and of 
$2,527,000 as compared with 1932-33, the 
worst year of the depression. The increase 
over the previous year, it will be remembered, 
is more than fully accounted for by the rise 
of $14,287,000 in ordinary expenditures, the 
$21,559,000 increase in expenditure under the 
Public Works Construction Acts and the 
$22,630,000 payments made and losses taken 
in respect of wheat and oats. 

I direct attention to the fact that in the 
last. fiscal year nearly 62 per cent of the 
dominion’s revenues were required to meet 
fixed and uncontrollable expenditures, such 
as interest; war and old age pensions and 
superannuation; care of returned soldiers; 
subsidies to provinces and certain other outlay 
of this nature. In the year 1913-14, the last 
fiscal year prior to the war, only 19 per cent 
of the revenues were allotted to items 
generally regarded as uncontrollable, and even 
in 1929-30, when the effect of the war cost 
had been shown in our expenditures, the 
proportion was but 44 per cent, as compared 
with 62 per cent last year. Although it is 
not possible at this date, except by certain 
arbitrary assumptions, to make exact calcula- 
tions, nevertheless it is obvious from an 
examination of the expenditure statements 
that the burden of the war cost, both direct 
and indirect, is even to-day a major factor 
in our budgetary situation, 

A statement showing the proportion of the 
revenues required for fixed and uncontrollable 
expenditures in the years 1913-14, 1929-30 and 
1935-36, follows: 


Proportion of Dominion Revenues Required for Certain Uncontrollable Expenditures 


— 1913-14 1929-30 1935-36 
To % Yo 

Interest on debt.. 8.61 27.54 36.19 
European war pensions. . ee 8.86 11.19 
Old age pensions.) eh .cakl cr. MMe MIIeeet cme ite eye oun Ate BS 4.51 
Other pensions and superannuation... .. .. .. «+ 2+ ++ ee ee ee sol 1.01 te22 
Care of returned soldiers.. De ah Rae ao co OO ree? Sie Las 1.93 2.90 
Subsidies to proviticestes a vee) arcldeeiee ete) eels =) somerset (oe 2.83 3.70 
Other tibemiss 6.01 adnate Si, MORO RRCIR SORE reR ten ake eoae 2.07 NEP ys) 

18.72 43.74 61.96 


17 


i 


pEFIciT 1935-36 


Taking the total revenues for the year at 
$372,100,000 and the total expenditures at 
$534,291,000, there is an over-all deficit for 
the last fiscal year of no less than $162,191,000. 

This, of course, takes into account the 
railway deficit as well as all direct govern- 
mental expenditures and makes allowance for 
special receipts. It compares with a total 
deficit in the previous year of $116,134,000. 
It represents the gap between total income 
and total outgo which must be bridged. I 
shall have some comments to make on this 
deficit at a later stage. 


LOANS AND INVESTMENTS 


In addition to provision for the expendi- 
tures of the year as already outlined, loans 


and investments to the amount of $60,400,000 
were made. 


LOANS TO PROVINCES 


The most important of these were loans 
to the four western provinces aggregating 
$42,300,000, under authority of the relief acts. 
The net amount loaned was very much greater 
than in any previous year due chiefly to 
large loans to the provinces of Alberta and 
British Columbia to meet maturing obliga- 
tions. For this purpose $5,400,000 was 
advanced to Alberta and $5,900,000 to British 
Columbia. Loans were also granted for the 
financing of relief expenditures including 
public works and agricultural relief and for 
seed grain and seeding operations. The 
amount of loans to each province, classified 
as to purpose, are shown on the following 
statement: 


Loans to Provinces under Relief Acts, Fiscal Year 1935-36 


eee Ss00ooS—m—m—m—a_——ao«omo+v 


Saskat- British 
Purpose Manitoba chewan Alberta Columbia Total 
$ $ $ $ $ 

For provincial purposes including public 
works, direct relief and agricultural relief.| 4, 183,6551) 8,146,044 | 7,232,0002] 6,195,000 | 25,756,699 
To meet maturing obligations...........---)eceseree cess dere e eee nee 5,435,000 | 5,971,000 11,406,000 
For re-loan to municipalities................ 537,000 145, 000 450,000 400, 000 1,532,000 
For seed grain and seeding operations.......]...---+.+++- 1G GOO ROUT tee nde terete en deeste ner 6, 000, 000 
4,720,655 | 14,291,044 | 13,117,000 | 12,566,000 | 44,694,699 
Less cash re-payments and credits applied..| 2,324,429 45,565 13,000 7,555 2,390, 549 
Net loans during 1935-36...........+++---s+- 2,396,226 | 14,245,479 | 13,104,000 | 12,558,445 | 42,304,150 


SS a 


‘Includes $408,155 for drought area relief including seed grain. 
2Includes $1,050,000 for agricultural relief including seed grain. 


The amount due by the provinces at the 
beginning of the fiscal year was $74,200,000. 
With the addition of the loans made during 
the year, the total of dominion assistance 
by way of loan to the four western prov- 
inces under the relief acts, now stands at 
$116.500,000. The dominion holds one-year 
treasury bills of the provinces bearing in- 
terest at the rate of 44 per cent to July 1, 
1935, and 4 per cent thereafter, in respect of 
these loans. The provinces of Manitoba, 
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Alberta and British Columbia have paid 
the interest in cash as it became due, but 
the province of Saskatchewan, being unable 
to meet all of. such payments, has covered 
the interest accruals on the major portion 
of its outstanding loans by tendering treasury 
bills to the dominion. A statement of the 
loans to date by provinces, showing generally 
the purpose for which they were granted, 
follows: 
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Loans to Provinces under Relief Acts 


Net Amount outstanding at March 31, 1936 


Loans 
Loans Loans for provincial 
specifically specifically purposes 
— to meet for agricultural generally Total 
maturing relief including including 
obligations purchase of public works 
and interest seed grain and direct 
relief 
$ $ $ $ 
Manito bacterin atic eeteieitrerers 1,139,455 244,400 14,121,000 15,504,855 
Saslkatchewealaccnccnenimn recite sts 3,934, 341 13,892, 633 30,541, 655 48 , 368, 629 
PN Yai q ie as een tance cts COSI o OI” Om 8,577,000 3,322,000 13, 182,000 25,081,000 
British Colum biaseseeete es ease eee TW BOLP AIK) Remains do codaoos 16,310, 571 27,572,680 
24,912,905 17,459, 033 74,155, 226 116,527, 164 


ee EE 


OTHER LOANS AND INVESTMENTS 


Loans to the Canadian National Railway 
Company for capital expenditures and retire- 
ment of debt, as already referred to, amounted 
to $7,574,000. Purchases of equipment for 
the Canadian Pacific Railway Company and 
loans to that company for equipment repairs 
—all as provided under the Supplementary 
Public Works Construction Act—amounted 
to $4,629,000. Agreements between the gov- 
ernment and the company provide for the 
payment of interest and repayment of the 
principal by instalments over a period of 
years. 

The government’s investment in the Cana- 
dian Farm Loan Board was increased in the 
year by $7,933,000. Of this amount, $175,000 
was for the purchase of capital stock of the 
board, $7,550,000 for purchase of bonds, and 
$208,000 for the purchase from various prov- 
inces of capital stock subscribed by them 
during the period in which the provinces par- 


ticipated in the farm loan scheme. The total 
investment of the government in the board 
now amounts to $16,790,000. While the 
board operated at a loss during the fiscal 
year, provision therefor will be made from 
the reserves set aside in previous years. 
Bonds of the board are now being purchased 
on a 3% per cent basis. 

Under investments there are also included 
$1,439,000 advanced during the year to the 
harbour commissions at Montreal and Van- 
couver. ‘These loans are carried as active 
assets as both these commissions have paid 
a substantial proportion of the interest 
charged on their indebtedness. 

During the year, repayments totalling three 
and a half millions were received in reduc- 
tion of soldier settlement loans and loans 
to provinces for housing. 

The following statement shows the amount 
of loans and investments (active assets) dur- 
ing the last fiscal year, with comparisons 
for the four previous years: 


Loans and Investments Active 


(000 omitted) 


Estimated 
— 1931-32 1932-33 1933-34 1934-35 1935-36 
, , : $ $ $ $ $ 
Provinces—under relief legislation.......... 22,634 15, 565 13,115 22,909 42,304 
Canadian Farm Loan Board 871 416 353 7,933 
Canadian National Railway 14, 677 2,628 16,579 7,574 
Canadianvbacitic: Railways ieccssc: sere saetars Sol liaens« Sern ove otal einisce e meate tm eure ll eto ote ee teen tanetarer eee ct 4,629 
Harbour Commissioners, ...... 0.5.06. 650 1,677 393 1,439 
Soldierlandisetilomenti:c.. .ce0.6 sees ain: 92 Cr. 2,492 Cr. 571 Cr AGS (Oi 
ProvinCos—NOUSING iy. /5o kh apietelesittesete arenes a> 139 Cr. 21 StOr 397 Cr 3,003 Cr. 
OGHED = cceee ee ane ceils cael ov ere. eke AGG!) ll ree ees eene ates roe 82 
32,001 15,131 39, 266 60, 403 
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LOAN FLOTATIONS 


New issues of dominion obligations during 
the year totalled $500,000,000, exclusive of 
temporary financing in connection with which 
repayment was made before the close of the 
fiscal period. These issues, to the extent of 
$297,000,000, were for the purpose of refund- 
ing maturing obligations. The balance of 
$203,000,000, representing the net increase in 
funded debt and treasury bills during the 
year, was issued for deficit and other current 
purposes. This large amount of financing was 
successfully carried out at lower rates of 
interest both for short and long term issues 
than ever before. At the close of the fiscal 
year the average rate of interest on the out- 
standing funded debt and treasury bills, was 
3-9 per cent as compared with a correspond- 
ing figure of 4-15 per cent a year ago. 

Three issues amounting in the aggregate to 
$164,000,000 were made in the United States 
for refunding purposes, including redemption 
of Canadian National Railway bonds already 
referred to. These were the first public 
flotations by the dominion government in that 
market for several years and necessitated 
registration under the United States Securities 
Act. The interest cost to the government 
was 2-09 per cent for three-year notes, 2-96 


per cent for ten-year and 3°63 per cent for 
twenty-five year bonds. 

The issues in Canada, exclusive of treasury 
bills, totalled $303,000,000. The sale of 
$135,000,000 of one-year and three-year notes 
was made to Canadian chartered banks in 
September last, mainly to meet maturing 
short term obligations held in large part by 
those institutions. Two public offerings were 
made, one dated June 1 for $60,000,000 and 
one dated November 15 for $75,000,000. The 
interest cost to the government ranged from 
1-90 per cent for one-year notes to 3°10 per 
cent on twenty-year bonds. 

The $33,293,000 of 5 per cent school lands 
debenture stock held by the prairie provinces 
were again renewed for one year at the same 
rate of interest. 

The policy of selling three-months treasury 
bills in the Canadian market was continued 
during the year, and the amount of issues 
outstanding was increased by $33,300,000. The 
rate of discount on these bills dropped from 
1-698 per cent on April 15, 1935, to -999 on 
March 16, 1936. Since that date, further 
issues have been made, the record low cost 
of -879 per cent being obtained on April 15. 

I now place on Hansard a statement giving 
the essential details of the new issues made 
during the year: 


Loan flotations 1935-1936 


Interest 
Issue date Maturity date rate 
J Be Se ee + ee 
per cent 
1935— 
June Poy ee ane Be ee sos 24 
Jane 1...,..:2--2--0 jeune 2/55...2-2-%. 3 
Fike. Bs oes «64 ae ay Joly. - 1/86... 2022s 5 
Baie’. 425 Aug. 15/45......--- 24 
Sept. 15.. Sept. 15/36....-.-.. 14 
Gy ees Se es - Oat.” 16/88....-2222> 2 
Noy is. . cee se aes Nov..15/30....2.5.2. 2 
Wot dh ess se aa ate 4/60: i co <* 3 
1936— 
Be od A ee Are Jan 4/8000) ee. 2 
Jaci. Abs dks + 42 fee ks FOR. « AD/AUL sso = abe: 3} 


Increase in short term treasury 


Cost to Amount 
Where payable | Price Govt. Issued 
per cent 
Canada.. 99-50 2-57 20,000, 000 
Cannda, 25256: 98-50 3-10 40,000, 000. 
Canada (School} 100-00 5-00 33, 293,471 
Lands 

New York...... 96-00 2-96 76,000, 000 
Canada, 99-61 1:90 45,000, 000 
Capa dA 5 coos xy 99-2175 2-275 90, 000, 000. 
RAIBOS «voces 20 99-43 2-15 20, 000, 000 
CANAD eye tare 98-75 3-08 55,000, 000 
New York...... 99-75 2-09 40,000, 000 
New York...... 93-86 3-63 48 000.000 
467,293,471 
bills outstanding March 31, 1936, over March 31, 1935......... 33,300, 000 
$500, 593,471 


en ee anaes 
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The following is a statement of the unmatured funded debt and treasury bills of the 
dominion outstanding at March 31, 1936, showing also the annual interest charges thereon: 


Unmatured Funded Debt and Treasury Bills, as at March 31, 1936, and Annual Interest Charges 


Rate Where Amount 
Date of Maturity per cent Payable of 

Loan 
$ cts. 
LOSG Sully lala teens hike = Ske oN ae ae ee ee BU |\@anadaroncsce | 63,205, 200.80 
Septedld.e! cree cayenne tae ee eee es 14 |Canada.........| 45,000,000 00 
COC tae LOS ac ohienisg nein cae enti meee 2 |@anada......4..| 63,336, 000,00 
INOS LD interes el eo Ene Tome tee ote ba |Canadaerecsasc.|! pf 9s080,2 00800 

T9387 Miers: ls (allisccncBantas MOO arn eis 5 |Canada and 

New York....| 89,787,000 00 
54 |Canada......++- 236,299,800 00 


Sept. 


8,071,230 16 
18,250,000 00 
10,950,000 00 
15,056,006 66 
90,000,000 00 
40,000,000 00 
47,269,500 00 

7,933,000 00 
20,000,000 00 


115,013,636 82 


75,000,000 00 


1941 Nov.15 141,663,000 00 
1942 Oct. 15 40,409,000 00 
1943 June 1 20,000,000 00 

Oct. 15 147,000, 100 00 
1944 Oct. 15 50,000,000 00 
1945 Aug. 15 76,000,000 00 

Oct. 15 88,337,500 00 
1946 Feb. 1 45,000,000 00 
1947 Oct. 1 4,888,185 64 
1949 Oct. 15 138,322,000 00 
1950 July 1 137,058,841 00 
1952 May 1 100,000,000 00 

Oct. 15 56,191,000 00 
1955 May 1 48,666,666 67 

June 1 40,000, 000 00 

June 1 55,000,000 00 
1956 Nov. 1 43,125,700 00 
1957 Nov. 1 37,523,200 00 
1958 Sept. 1 73,000,000 00 

Nov. 1 276,687,600 00 
1959 Nov. 1 289,693,300 00 


1960 Oct. 1 93,926,666 66 
Oct. 1 100,000,000 00 
1961 Jan. 15 


48,000,000 00 


25,000,000 00 
25,000,000 00 
30,000,000 00 
20,000,000 00 
20,000,000 00 


Treasury bills due April 1, 1936, 1-19 per cent, Canada 
Treasury bills due April 15, 1936, 1-15 per cent, Canada................... 
Treasury bills due May 1, 1936, 1-09 per cent, Canada........... Ss 
Treasury bills due May 15, 1936, 1-05 per cent, Canada...................-. 
Treasury bills due June 15, 1936, 0-999 per cent, Canada......... 


3,265,287,604 46 


Annual 
Interest 
Charges 


$ cts 


1,664,673 54 

675,000 00 
1,266,720 00 
3,976,760 00 


4,489,350 00 
12,996,489 00 
242,136 90 
547,500 00 
328,500 00 
526,960 23 
1,800,000 00 
800,000 00 
1,890,780 00 
198,325 00 
400,000 00 
3,450,409 10 
3,375,000 00 
7,083,150 00 
1,212,270 00 
500,000 00 
7,350,005 00 
2,250,000 00 
1,900,000 00 
3,533,500 00 
2,025,000 00 
122,204 64 
4,841,270 00 
4,797,059 43 
5,000,000 00 
2,247,640 00 
1,581,666 67 
1,200,000 00 
1,650,000 00 
1,940,656 50 
1,688,544 00 
2,920,000 00 
12,450,942 00 
13,036,198 50 
3,757,066 67 
4,000,000 00 
1,560,000 00 


297,500 00 
287,500 00 
327,000 00 
210,000 00 
199,800 00 


128,597,577 18 
| 


Rayableun Canada nena rer amc < eioere mrrtoete $2, 401,633,007 67 
Payablein Canada and New York: ..c..0.00- cece scan 89,787,000 00 
Ray ablecinmNewewonks scat siaainh iene tacearemetees 364, 000,000 00 
Payablotin, Wond on ters-aracncweteemenrneactete bareroreratirarenenincbacoretere 409, 867,596 79 
$3,265, 287,604 46 

Lxss bonds and stocks of the above loans held as sinking 
58,168,944 35 


$3, 207,118,660 11 


(a) Tax free in Canada. 


73°55% 


2-75% 


11-15% 
12-55% 


100-00% 
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Now with regard to our old friend the na- 
tional debt. 


THE NATIONAL DEBT 


At March 31, 1936, the unmatured funded 
debt and treasury bills of the dominion out- 
standing, less sinking funds, amounted to $3,- 
207,000,000. To this amount are to be added 
other liabilities, mainly composed of insurance 
and superannuation funds, post office savings 
deposits and certain trust and contingent 
accounts, amounting to $225,000,000, to arrive 
at the gross liabilities of $3,482,000,000. Active 


assets, including cash on hand and investments, 
amounted to $424,000,000. After deducting the 
latter figure from the gross liabilities, the net 
debt at the close of the fiscal year amounted 
to $3,008,000,000. When we left office in 
August, 1930, the net debt of the dominion 
stood at $2,141,000,000, the increase in the 
interval being $867,000,000. The total funded 
debt increased almost one billion dollars in the 
period. 

I now place on Hansard a statement show- 
ing the assets and liabilities as at March 31, 
1936: 


Liabilities, March 31, 1986 (estimated) 


Bank Circulation Redemption Fund.. 
Insurance and superannuation funds— 

Government annuities. A 
Insurance fund, civil service.. .. 
Insurance fund, weet soldiers. . 
Retirement fund... 1% eee 
Superannuation funds. . 


Trusts funds— 
Indian funds.. . 
Common school funds... 
Contractors’ securities “deposits. . 
Other trust funds.. 


i, ies 


Contingent and special funds. . 


Post Office money orders, postal notes, "ete. ‘outstanding. ._ Y 


Province accounts. 
Post Office savings “bank ‘deposits. . 
Funded debt— 
Unmatured.. . 
Matured but not presented for ‘payment. . 


Interest coupons matured but not presented for payment.. 


is Ae Tot Das BiG 16,858,000 
Pele wine's gtr asthe aco 0 of KOO, 80-000) 
See ORS OR aoce aos eee 9,990,000 
14,777,000 
8,361,000 


* 12 51;140,000 
ee 1k, 15000 


5 nn an arene 13,929,000 


2°676,000 
: 1,551,000 
; 2'870,000 
es yg EOIE000 
5,877,000 
2,736,000 
9,624,000 
22'050,000 


35 patie 19,000 


,228,000 
3,211,347,000 
2050,000 


$3,432,671,000 


Assets, March 31, 1936 (estimated) 


Active assets— 


Gold bullion account.. 

Loans to provinces— 
Housing:+ «+ «+ «+ + 
Relief Acts.. . 


Cash, working capital advances and other current assets.. .. . 


Loans to foreign dl sagicer se 
Greece. Pian 
Roumania. . 


Loans to harbour commissioners— 
Montreal. . tase ai 
Vancouver. ‘ 

New W estminster . 


Loans under Dominion Benne: ore 


Bond holding account. ; 
Canadian National Railways. . 
Canadian Pacifie Railway.. 
Canadian Farm Loan Board. 


and general land settlement. . 
relief advances. 


Soldier 
Seed grain and 
Canadian 
Deferred debits— 


Unamortized discount and commission on loans.. 


Net debt March 31, 


Represented by- 
Non-active ry March 31, 


rovernment railways open ‘and stores accounts = 


1936 (estimated) .. .. .- +» 2+ s+ «5 0+ +e 8 
1936 (estimated) 


$ 24,043,000 
2,287,060 


7 6,768,000 
. 116,996,000 
SES ee ee a 


: 6,525,000 
23,969,000 

en OE 00D 
59,134,000 
23'744,000 
275,000 

83,153,000 

82/000 

659,000 

41,458,000 

4,629,000 

16,790,000 

43,630,000 

2°358,000 

15,749,000 


35,284,000 


$ 424,380,000 
3,008,291,000 
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Assets, March 31, 1936 (estimated) Concluded 


Capital expenditures— 
Public Works— 
Canals.. 
Railways. 


Public buildings, harbour and river improvements. . 
Malitany, propercyeanamstOnese. liciecmicc clive see 


Territorial accounts. 


Loans non-active— 
Canadian National Railways: 
Railway accounts (old 
Canadian National Steamships. . 
Harbour commissioners— 
Quebec gilhe teat Levene ievouto.s mice’ eps 


Chicowtimies cies cas Seo ca Pat iin ah PN epi ae 
PL AUbAS. ecules we recthoeie Sova tecs Mister rete reve Mretenrete 


Saint John. 
Three Rivers. 


Montreal (Jacques ( Cartier ‘pridge) ae 


Seed grain and relief advances.. 

Soldier and general land settlement. . 

Miscellaneous advances.. oh eee ts 
Consolidated fund— 


Balance, consolidated fund, brought forward from March 31, 1935. 
Excess of eerie. over revenue, fiscal see ended Mareh 31, 


1936 (estimated) . 


. ..$ 242,871,000 
443,190,000 
264,929,000 


12,035,000 
9,896,000 
972,921,000 
655,527,000 
88,399,000 
15,508,000 
26,293,000 
3,539,000 
9,515,000 
14,046,000 
3,144,000 
2,504,000 
—————__ 59,041,000 
FS Or akbdiy SE pO" 536,000 
om 16,514,000 
3,525,000 


1,042,806,000 


.. 153,514,000 
—————__ 1, 196,320,000 


$3,008,291,000 


INDIRECT LIABILITIES 


Bonds and debenture stocks bearing the 
guarantee of the dominion outstanding in the 
hands of the public at the close of the fiscal 
year amounted to $994,600,000. The increase 
during the year was $7,300,000, accounted for 
by changes in Canadian National Railway 
issues, including the funding of a temporary 
loan from the government outstanding a year 
ago. 

Other contingent liabilities are those arising 
out of guarantees given pursuant to the relief 
and other acts. During the year the govern- 
ment gave guarantees under authority of the 
Canadian Wheat Board Act. The amount of 
these guarantees at March 31, 1936, was about 
$58,000,000. 


The guarantee of bank loans to the Canadian 
Pacific Railway Company, the original amount 
of which was $60,000,000, was further reduced 
during the fiscal year by $12,000,000, the in- 
debtedness at March 31 being $36,000,000. 
The government is advised that the company 
has made arrangements to liquidate the 
balance of the loans on May 1 and the 
dominion will be relieved of its liability with- 
out loss 

The guarantee arising out of the assumption 
by the chartered banks of the liability of the 
Province of Manitoba Savings Office was 
further reduced during the year by $1,500,000. 

The amounts of the bonds and debenture 
stocks and other indebtedness guaranteed by 
the dominion are shown in the following 
statement: 
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Bonds and Debenture Stocks Guaranteed by Dominion Government 


As at March 31, 1936 


Interest Amount 
Date of maturity Issue rate outstanding 
per cent $ cts. 
Sept | Pe Re ee ny ee ye Ar vnird Lr eiiontiee ete ox saeies Sele noes 6 24, 220,000 00 
May » ae bs Canadian National A .20.8 ooo: 2 13,400,000 00 
Feb. 15 : Cannaian National oy sia. wants ccs ite 2 55,000,000 00 
May 1 Grnadian National cs <¢srgsas<oeaas < 3 35,000,000 00 
July 1 Canadian Northern...............-- 64 24,238,000 00 
April 1 New Westminster Harbour Commis- 
BIO 2. -cpgebrsty peers hinee th eel a Seis 4¢ 700,000 00 
Deo.) :1bs(fORR s eee ee Canadian National 3 20,500,000 00 
Sept dc SOB As es Shae is Dee ee Canadian National 44 50,000,000 00 
Aug (AR oy Rea ee ae Saint John Harbour Commission... . 5 667,953 04 
Fens? 157 TO ieee emer. Canadian: Nations)donc dine eles 3 25,000,000 00 
Jaly © 20, 200s SCS eee Canadian Northern................- 3 9,359,996 72 
Feb. on See eee ee ee annedian IMatiotaless. je crcce <-ecta oe 5 50,000,000 00 
Mar yl, C1 aera Re ey ne a Canadian National (West Indies) 
Steaniships:és}o04. .atahts ise. dee 5 9,400,000 00 
done 1251085 ue. eee ees ete Ganactian Nationallc... incest’ asia 43 50,000,000 00 
Feb Oe re ee me Canadjan National ..o coc... sesessns 44 70,000,000 00 
July | ge iy SR eR eis hee Canadian Nationally, eo. ee thet 43 65,000,000 00 
SUL See hdd. Soret tats ames eet. Canadian Northern; 54 Sieiteki< oaks 33 7,896,548 57 
May ON 1980, SIF Ne. Se ea Canadian Northern Alberta......... 33 3,149,998 66 
Maven «19, 10Gliieg. cs) ets Apes ote Canadian Northern Ontario......... 33 34,229,996 87 
Jan ja U1 ene Me dA 6 Tne ing, ee Grand Trunk Pacific...............- 3 34,992,000 00 
Jan POSURE M.S lak Senge eee Grand Trunk Pacific...............- 4 8,440,848 00 
July DIOGO ass... aa eee ee Ganadian National. «costco ssuioinis 5 60,000,000 00 
Oct. 45 1980.2 -oeliatreoeu. see eee Canadian National................-- 5 60,000,000 00 
Nove 4. SONU oe ee ras eee Harbour Commissioners of Montreal 5 19,000,000 00 
Feb. t ISTOl oe sacs en eo teeter ae Canadian National snd: c¢evhisidomepce 5 18,000,000 00 
By tenders or drawings............se0se085 Canadian National..........+---+++: 2 25,189,243 73 
Various dates, 1936-54... 2... ccvnaskis wast City of Saint John debentures, 
assumed by Saint John Harbour 
CGrain iesion . Sack see ce eee Various 1,208,527 74 
Serial, Feb. 1 and Aug. 1, 1936-1938........ Canadian National eqpt. ‘'G’’....... 5 3,750,000 00 
Pespotual:: sc: SS Senos a. a a. es Fae Grand Trunk guaranteed stock...... 4 60,833,333 33 
CO pe Oe Bs aca cei aidl oletet bs Sema Grand Trunk debenture stock....... 5 20,782,491 67 
OS TN ik RS SE OP Great Western debenture stock...... 5 13,252,322 67 
Ee ers oe! SE Pe Ramee Grand Trunk debenture stock....... 4 119,839,014 33 
iy Sdetebeeee. SAS. we oh ereeee Northern Railway of Canada deben- 
pure stocks ete Ea. ne 4 1,499,979 67 


$994, 550,255 00 


Other Indebtedness Guaranteed 


Bank advances, re Province of Manitoba Savi 


sg Office: .taeivs es 


Estimated principal 
amount outstanding 
March 31, 1936 


$ 7,305,541 


Bank advances, re government of Newfoundland.. .. . 5) als 625,000 
Bank advances, re Canadian Pacific Railway Company... .- -- ++ p+ ++ ss es 36,000,000 
Bank advances, re Dominion Steel and Coal Corporation (order for rails).. 217,134 
Province of British Columbia treasury bills.. .. .. 6. «+ s+ ee ee ee a 626,533 
Province of Manitoba treasury bills... .. .. 6. es ee ee te ee ee + 5,894,127 
Bank advances, re Canadian Cooperative Wheat Producers HP es a 370,000 
Bank advances and other liabilities, Canadian Wheat Board.. ...... 58,260,000 
Reserve of chartered banks on deposit in Bank of Canada.. 188,202,917 


ee aaa SUES ESET 


BUDGET FORECAST 1936-37 


I have already announced that the over- 
all deficit for the last fiscal year is estimated 
at $162,191,000. The size of that deficit 
cannot fail to have impressed the house. Its 
seriousness is enhanced by the fact that it 
is but the latest in a series of deficits which 
have averaged over $138,000,000 per year dur- 


ing the past six depression years. The mag- 
nitude of these deficits, and particularly of 
the latest one, is such that in my opinion few 
honourable members will be disposed to ques- 
tion the declared purpose of the government 
to end in the shortest practicable time the 
era of recurring deficits. That purpose the 
government intends to pursue steadily as an 
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essential condition of the restoration of busi- 
ness confidence and the free functioning of 
private enterprise. This, it is believed, will 
contribute more effectively to the solution 
of the problems of unemployment and de- 
pression than any other single thing which 
governments can do. 


I am not an alarmist. On the contrary, I 
am confident that common sense and sound 
economic policies can solve our immediate 
problems. Moreover I am convinced that 
this country can bear all the burdens which 
the war and the depression and past mistakes 
have saddled upon it, great as they have 
been. Nevertheless I believe that no country 
can go on indefinitely with heavily unbalanced 
budgets and continue to maintain either the 
confidence of investors or the basis upon 
which her economy can function healthily 
and vigorously. We have now reached the 
stage where delay should no longer be toler- 
ated. We must make an immediate approach 
to a balanced budget and we must be able 
to show that complete equilibrium can be 
reached within a reasonable time. 


I am well aware that this will be called a 
doctrine of deflation. Indeed, I have heard 
it said recently that Canada has been fol- 
lowing a policy of “heroic deflation” and that 
she should take a leaf out of the book of 
the mother country. It is not easy for me 
to understand how departure from the gold 
standard, recurring deficits, financing by bor- 
rowing, of the magnitude of those which I 
have outlined, and a monetary policy which 
has allowed the Canadian dollar to fluctuate 
approximately at par with the managed sterl- 
ing standard and with the devalued United 
States dollar and which has made possible an 
expansion of the country’s cash base just as 
rapidly as that of Great Britain, can be 
described as deflation. More careful analysis 
would rather appear to indicate that in these 
financial matters about the only point in the 
British program which we have not already 
adopted is her policy of keeping the budget 
balanced. That, as everyone knows, was 
regarded by Great Britain as the very corner- 
stone of the recovery program. So much-so 
that the latest British budget imposes sub- 
stantial increases in a tax structure of already 
harassing proportions in order to provide 
funds for increased expenditures considered 
necessary for purposes of national defence. 

In my opinion it is not feasible for us to 
achieve a complete balancing of our budget 
immediately. That I am bound to admit 
would involve deflation and to a degree that 
would probably prove intolerable. What we 
can and must do is to make an immediate, 
appreciable approach to a balanced budget 


as the first step in a definite, positive pro- 
gram which will assure the attaining of our 
final objective within a limited period. I 
shall now outline the measures which we 
propose to take and indicate the considerations 
which have influenced us in each case. 


POLICY ON EXPENDITURES 


On the expenditure side our first step has 
been to put an end to the era of “blank 
cheques” and to reestablish the control of 
parliament over both the character and the 
amount of government expenditures. Before 
the house rises a complete presentation will 
have been made of the amounts which the 
executive branch of government believes it 
will be necessary to spend during the year 
and these amounts will have been duly au- 
thorized by parliament. The main estimates» 
for 1936-37 which were brought down some 
time ago were designed to cover the ordinary 
operations of government. Unquestionably 
they should be, and they will be, more than 
amply provided for by ordinary revenues. 
The special supplementary estimates, recently 
tabled, were intended to make provision for 
those special or emergency needs, chiefly the 
costs of unemployment relief and the deficits 
of government owned enterprises, which arise 
out of the abnormal conditions now prevail- 
ing. Later, the usual provision may be neces- 
sary by way of further supplementary esti- 
mates for a moderate amount of additional 
expenditures not taken care of in the main 
estimates. With this procedure the public 
will be assured that the aggregate of those 
authorizations will represent at least the maxi- 
mum to be expended during the present fiscal 
year. I am convinced that this traditional 
procedure will make far sounder and more 
economical administration. 

Such savings as can be made in ordinary 
expenditures by more effective control on 
the part of spending departments and by a 
painstaking search for economies, elimination 
of waste and duplication of effort, will be 
effected to the maximum possible extent. It 
is apparent, however, that the opportunity 
for reductions, except by elimination of 
essential services is limited. 

The two major obstacles to a balanced 
budget are the cost of unemployment relief 
including relief undertakings and the Canadian 
National Railways deficit. Canada’s success 
in reducing these two classes of expenditure 
will be the measure of her progress both in 
achieving a balanced budget and also in 
furthering the march of recovery. 

In so far as the Canadian National is 
concerned, the house is now familiar with the 
progress already made. As shown by the 
special supplementary estimates, the railway 


is asking us this year for $39,900,000 on 
account of its net income deficit for the 
present calendar year. This compares with 
$47,400,000 in 1935 and with the depression 
peak of $62,100,000 in 1932. In view of the 
railway measures now before the house, this 
is not the appropriate time at which to dis- 
cuss the government’s railway policy. I may 
say, however, that we are confident that this 
cash deficit can be further substantially re- 
duced as a result of the measures which will 
be taken to place the management of the 
road on a more responsible basis. 

In regard to the other major cause of our 
deficits, the outlines of a well-knit and compre- 
hensive program designed to meet the un- 
employment problem have already been pre- 
sented to the house. For the first time since 
the depression began, a serious effort has 
been made to compile the statistics necessary 
to give us the essential factual basis for anal- 
yzing the range and specific character of the 
problem with which we are faced. If diagnosis 
should precede remedy, that step should 
commend itself. In the second place, we 
have provided for the appointment of a 
representative national commission which will 


Taxation revenue: 
Customs duties.. .. 


be charged with the functions of investigating 
relief methods and policies now in effect of 
enlisting the cooperation of the provinces, 
the municipalities, employers and employees’ 
organizations and other public and private 
agencies throughout the dominion, and of 
making recommendations as to the _ best 
methods of handling relief and providing 
remunerative employment. In other words, 
we are seeking to mobilize all our resources 
in a nation wide cooperative attack on this, 
the most urgent of our immediate national 
problems. Finally, we are providing in the 
special supplementary estimates for the money 
necessary to meet direct relief costs and to 
carry on a program to provide employment 
through constructive undertakings on a scale 
commensurate with our financial resources. 


ESTIMATED REVENUES 1936-37 


Knowing what our total expenditures are 
likely to be, we are now in a position to 
consider what taxation and other revenues 
we should budget for. On the basis of the 
tax and tariff rates now in effect, it is esti- 
mated that the revenues for the present fiscal 
year will aggregate $387,850,000 derived from 
the usual sources as follows: 


$ 75,000,000 


Excise duties.. .. .. pitie  P ae «bi MER ls. BORN. ates. er Ss 46,000,000 
Wracuiries Cake cereaon sce sie olen vera ie wie « Wapiniths: Atos eins in Ace Ge Stee 87,000,000 
Bales*tax io) a. EP SER Sete esis, take cn Seatccas ici elena are sie oi 80,000,000 
Manufacturers’, stamp, importation and other special taxes.. .. 42,000,000 

Total taxation revenue.. $330,000,000 

Non-tax revenue: 

POge  CHBCO 6 jae. seine wanes aac ee ete het ee iiss oes gAl coy $1'38,5001000 
Interest on investments... .. .. ME es eR ETN cae ee Cee ci 11,350,000 
Other sources.. .. isis - ate 13,000,000 

Total non-tax revenue., fe Mee GME PGE De ktie rou) $1:57,850:000 

Grand total revenue... .. PSI He Pee $387,850,000 


eee ESD ann nnn a 


As the main estimates and the special 
supplementary estimates call for expenditures 
of over $509,000,000 to which will have to be 
added any further supplementary estimates, 
it is apparent that the deficit for the year 
would probably total over $125,000,000 with- 
out taking into account possible losses on 
wheat, unless provision is made for additional 
revenue by way of new or increased taxes. 
For the reasons already given, vitally affect- 
ing, as I believe, our national welfare, I feel 
it necessary to budget for a deficit this fiscal 
year of less than $100,000,000, not taking into 
account any further losses resulting from 
wheat marketing operations which of course 
are unpredictable. If this can be accomplished, 
jt will represent a definite improvement com- 
pared with the deficit of $162,000,000 for the 
last fiscal year. 
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It therefore becomes necessary to provide 
for additional taxation revenue in the amount 
of approximately twenty-eight to thirty 
million dollars. In imposing new tax levies, 
one must bear in mind the desirability of 
avoiding any undue retarding effect on busi- 
ness recovery. The information which I have 
given in the early part of this address indi- 
cates that the national income is surely and 
steadily rising. I am confident, therefore, 
that the amount of new taxation which we 
feel it necessary to impose will not have a 
deterrent effect on the business trend which 
is now definitely upward. Rather do I believe 
that business men and the public generally 
will gain new confidence from our endeavour 
to grapple vigorously with our problems of 
national finance and will be willing to cooper- 
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ate whole heartedly in sharing the new 
burdens which are believed necessary. 

It is now my task to outline the changes in 
our taxation and tariff structure which are 
proposed. 


INCOME TAX 


The most important change to be made 
under the Income Tax Act and the first pro- 
posal for raising additional revenue is an 
increase in the ordinary rate of tax on cor- 
porations from 134 per cent to 15 per cent. 
At the same time, where returns are con- 
solidated, the rate will be raised from 15 per 
cent to 17 per cent. In view of the extent 
to which provincial governments are now 
levying personal income taxes, and in view 
also of the surtax on investment income 
imposed by the dominion last year, it is not 
proposed to alter the existing schedule of rates 
on individual incomes. 

My next proposal relates to the metal min- 
ing industry. The contribution which this 
industry has made to the economic well-being 
and indeed to the financial integrity of the 
dominion during the depression years is well 
known. Great as its development has already 
been, a much greater future appears to lhe 
in store. In the opinion of many, we have 
little more than begun to tap the varied 
mineral wealth of this country. Moreover, 
the most important branch of the industry, 
namely, gold mining, is in the fortunate posi- 
tion of producing a commodity for which 
the demand appears to be unlimited. In 
other industries production cannot be speeded 
up without creating oversupply and breaking 
the market. In the case of gold, however, 
overproduction seems under present condi- 
tions to be impossible and the price remains 
fixed at least for long periods of time. On 
the other hand, the industry is one in which 
the risks are great, especially in the initial 
stages. Exploration and development require 
expenditure of large amounts of capital over 
a considerable period of time. Private enter- 
prise, therefore, can only be induced to enter 
the field if the prizes to be gained for the 
relatively few successes are attractive. 

Because of these special characteristics, the 
industry appears to offer a unique opportunity 
for a constructive governmental policy de- 
signed to stimulate an expansion of mining 
activity with its resultant effects on employ- 
ment and purchases of supplies and materials. 
The government therefore proposes to grant 
exemption from corporate income tax to any 
metalliferous mine coming into production 
between May 1, 1936, and January 1, 1940, 
such exemption to apply to its income for 


the first three years following the commence- 
ment of production. This definite step to 
encourage the development of the mining 
industry combined with the additional provi- 
sion for geological surveys and investigations 
and for transportation facilities into new min- 
ing areas made in the main and special sup- 
plementary estimates should do much to ac- 
celerate new exploration and development 
work during the present year and the follow- 
ing two or three years. I desire to add that 
as uncertainty of taxation is a definite deter- 
rent to the making of new commitments in a 
hazardous industry, the mining industry may 
rely upon it that this government will not 
impose discriminatory taxation with respect 
to mines. While the present government is in 
power, mining enterprises can depend upon 
treatment at least as favourable as that ac- 
corded to other industries under the corpora- 
tion income tax. 

In view of the decline in interest rates, 
it is intended to reduce the rate of interest 
on unpaid instalments of income tax from 
6 per cent to 5 per cent, and to lower the 
penalty rate of interest with respect to 
overdue tax from 4 per cent to 8 per cent. 

The gift tax is to be altered by requiring 
that payment of the tax shall be made 
annually rather than at the time each eift 
is made. Furthermore, gifts up to $1,000 
annually to any one person will be exempt 
from ‘the provisions of the gift tax in future. 

Finally, important changes are being made 
in the treatment of companies which have 
technically come to be known as “4 (k) com- 
panies’”—in other words, incorporated com- 
panies “whose business is not only carried 
on but whose assets, also, are situate entirely 
outside of Canada.” This category will be 
reserved exclusively for the type of indus- 
trial or commercial operating company for 
which it was originally created. A new cate- 
gory will be provided for investment holding 
companies wholly owned by non-residents, 
which will be required to pay a tax on their 
income at a rate equal to half the ordinary 
rate on corporate incomes. Credit on this 
tax will be given in respect of the 5 per 
cent tax paid on last year’s income dis- 
tributed to non-resident shareholders, but 
such companiés will be required to pay the 
5 per cent non-resident tax on income 
accumulated but not distributed during the 
period after the 5 per cent tax first went 
into effect and up to the coming into effect 
of this new tax. In future these companies 
will, of course, not have to pay the 5 per 
cent tax on dividends paid to their non- 
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resident shareholders but will be taxed at 
the higher rate on their income. 

These changes in income tax, it is an- 
ticipated, will provide for an increase in 
revenue of approximately $6,000,000. 


SALES TAX 


As a means of raising a substantial amount 
of the additional revenue which must be 
obtained in the ensuing year it is proposed to 
increase the rate of sales tax from 6 per cent 
to 8 per cent. It was our view that a moderate 
increase in the existing sales tax which covers 
the broad field of merchandise transactions 
and for which efficient and economical machin- 
ery for collection is already in operation would 
be clearly preferable to singling out a few 
particular items to bear an unjustly heavy 
burden. I do not intend to impose “nuisance” 
taxes in an effort to raise more revenue but 
rather to utilize our existing taxation structure. 

A few changes are to be made in the schedule 
of exemptions from the sales tax. With a view 
to simplifying administration and eliminating 
double taxation certain materials consumed in 
the process of manufacture commonly known 
as “consumable materials” but not including 
lubricating or fuel oils or plant equipment 
will be placed on the exempt list. Paper and 
ink used in magazines and periodicals will 
also be given exemption. The only other 
items to be granted relief from sales tax are 
crushed stone and crushed gravel used in the 
building or maintenance of provincial, county 
and township roads; liver extract for use in 
the treatment of anaemia; educational films; 
and handmade drawings, or designs for use in 
a number of manufacturing industries. 

It is estimated that as a result of the above 
changes in the sales tax the revenue therefrom 
will be increased by approximately $23,000,000. 


EXCISE TAXES 


The most important changes in excise taxes 
arise through the recent report of the Tariff 
Board regarding the automobile industry. At 
present there is a 5 per cent and 10 per cent 
tax on automobiles imported or produced in 
Canada with exemptions given in terms of 
price and extent of cost of production, incurred 
in Canada or in British countries. Following 
the recommendations of the Tariff Board in 
connection with this item, it is proposed to 
replace the existing rates with a flat rate tax 
of 5 per cent on all automobiles, regardless of 
Canadian or empire content, on the value in 
excess of $650. At the same time, it 1s pro- 
vided that in no case shall the tax per auto- 
mobile exceed $250. 

A further recommendation which is being 
accepted is that tires and tubes shall not be 
subject to excise tax when purchased by 
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manufacturers producing less than 10,000 auto- 
mobiles or chassis each year if at least 50 per 
cent of factory cost is incurred in the British 
empire. However, a manufacturer producing 
more than 10,000 automobiles must have in- 
curred at least 60 per cent of factory cost in 
the British empire in order to qualify for 
this exemption. 

Other changes in excise taxes levied under 
the Special War Revenue Act are of minor 
importance. It is proposed to reduce the tax 
on cigarette paper tubes from three cents to 
two cents per hundred in order to equalize 
the rates on flat papers and tubes. With re- 
gard to the 3 per cent special excise tax on 
imports, the changes contemplated are con- 
fined to a few additions to the schedule of 
exemptions, including materials used in the 
manufacture of binder twine and fishing rope, 
paintings under tariff item 695a; educational 
films; and handmade drawings or designs for 
use in a number of manufacturing industries. 


EXCISE DUTIES 

Proposed changes in the Excise Act are 
limited to a few relatively unimportant ad- 
justments. The first of these equalizes the 
excise duty on Canadian brandy with the 
customs duty on brandy imported from South 
Africa and Australia by lowering the excise 
duty rate from four dollars per gallon to 
three dollars. The second proposed adjust- 
ment is a reduction of one dollar per gallon 
in the rate of excise duty on spirits used in 
medicines, extracts and pharmaceutical prep- 
arations in order to bring it into line with the 
rate applying to spirits used in the manufac- 
ture of perfumes. Finally the excise duties 
on imports of leaf tobacco are to be removed 
from the Excise Act and transferred at the, 
same rates to the customs tariff. 


CUTOMS TARIFF 
To-day’s customs tariff proposals relate to 
both the Tariff Act and the various schedules 
thereto. Having in mind that they follow 
closely upon the tariff revision effected by the 
Canada-United States trade agreement and 
immediately precede negotiations with the 
United Kingdom, it will, I think, be generally 
admitted that they are extensive and im- 
portant. For purposes of record, the proposed 
amendments may be classified as follows: 
Reductions under all tariffs.. .. .. 37 
Reductions under British preferential 
Prift Mile We ote. Stee wae, OU 
Reductions under British preferential 
and intermediate only.. .. .. .. 20 
Reductions under intermediate only.. 11 
Reductions under intermediate and 
general oly oy p..ka we ie cea ae 
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Increases under intermediate and 
general only.. PEP RD, alos Or 
Increase under intermediate only.. 


7 
3 
Increases under general tariff only.. 2 
12 


Changes in the act itself include provisions 
for a clearer definition of the heretofore 
indefinite phrase “of a class or kind made in 
Canada” and for a more just and equitable 
administration of the so-called “dumping 
clauses.” 

Amendments proposed in the tariff schedules, 
while not unusually great in number, affect 
many commodities of extreme importance in 
our national economy. Obviously it is im- 
possible for me to touch upon all of these 
in the course of my remarks: I trust that hon- 
ourable members will read the resolutions of 
which I shall give notice at the conclusion of 
this address, and which will form part of it in 
Hansard in the morning, for details with re- 
spect to many items. I shall, however, make 
brief reference to some items, or groups of 
items, in respect of which changes in duties 
are contemplated. 

By direction of my immediate predecessor 
in office, the Tariff Board has been reviewing 
duties applying to motor vehicles, cotton 
products, gasoline, and yarns and fabrics of 
artificial silk; and, at my request, has con- 
ducted an investigation into the present state 
of the furniture industry. I am to-day able 
to lay on the table—in fact I have presumed 
upon the goodness of the house to have them 
placed on the table in advance of my address, 
because of their bulk—reports from the board 
relating to these subjects. After careful con- 
sideration, the government thas decided to 
accept in each instance the rates of duty 
recommended by the board. 

Broadly speaking, the policy proposed in 
respect of automobiles is, I believe, one that 
will maintain the industry in Canada and, at 
the same time, guarantee fair prices to con- 
sumers. The relation—a vitally inter-de- 
pendent one—of the so-called “parts” industry 
to that of the huge manufacturing and 
assembling plants has been closely studied, 
and a feature of the new schedule is the 
manner in which the attainment of a high 
degree of Canadian content in the completed 
vehicle is encouraged. It will be remembered 
that under the Canada-United States agree- 
ment recently approved by parliament, the 
duties on automobiles were reduced from 20, 
30 and 40 per cent, respectively, on the three 
price ranges, to 174, 224, and 30 per cent, re- 
spectively. It has been decided to make the 
existing intermediate tariff of 174 per cent 


apply to all automobiles and trucks—all of 
which, (including parts for original equip- 
ment, replacement or repair) will be free of 
duty under the British preferential tariff. 

The reference to the Tariff Board on yarns 
and fabrics of cotton arose from a request 
by His Majesty’s Government in the United 
Kingdom, under the provisions of the agree- 
ments of 1932, for a review of the duties on 
these goods under the British preferential 
tariff. The board was obliged, therefore, in 
its appraisal of the situation—domestic and 
British—to use the yardstick stipulated by 
those agreements, namely: the equation of 
the relative costs of production in the two 
countries. The board has kept within the 
terms of its reference and within the letter 
and spirit of the agreement; and the govern- 
ment, in tabling its report and accepting its 
recommendations, desires to do the same. It 
is proposed, therefore, to remove entirely the 
specific duties on yarns and fabrics of cotton, 
under the British preferential tariff. It is 
proposed, further, as properly following the 
reduction on yarns and fabrics, to revise 
the specific duties applying to cotton clothing, 
wearing apparel) and manufactured articles 
of cotton, by removing these duties entirely 
on imports under the British preferential 
tariff and by reducing them by one-half on 
imports under the intermediate tariff. 

The vital feature of the changes in the 
petroleum schedule is the reduction of the 
intermediate rate on gasoline to one cent per 
gallon as compared with a rate, until recently 
effective, of 24 cents. This reduction should 
be of great importance to users of gasoline 
throughout Canada and it is confidently be- 
lieved that it can be effected without injury 
to the Canadian refining industry. 

In accordance with the results of the board’s 
inquiry into the tariff situation surrounding 
artificial silk, it is proposed, under the British 
preferential tariff, to remove entirely the 
specific duties on both yarns and fabrics, to 
reduce also the ad valorem rate on acetate 
yarns, and to adjust the ad valorem rate on 
the fabrics. As a corollary to this reduction, 
the government proposes to reduce both the 
British preferential and intermediate duties 
on clothing, wearing apparel and manufactured 
articles of artificial silk, this reduction on 
the completely-finished articles being designed 
to pass on to the consumer the advantage in 
reduction of raw material duties given to 
those who cut up the materials and manu- 
facture the garments. 

The report on furniture is an interim one 
and recommends no change in the existing 
intermediate tariff rate of 30 per cent. 
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In the case of many commodities covered 
by to-day’s resolutions, downward revision of 
duty has been confined to the British pre- 
ferential tariff. These—additional to cotton 
and artificial silk products already dealt with 
—include many of outstanding importance 
to United Kingdom producers and Canadian 
consumers. I may illustrate by stating that 
scheduled reductions which are confined to 
the British preferential tariff—and entailing 
in several instances the removal of all duty— 
include such goods as chemical earthenware, 
steel machinery of a class or kind not made 
in Canada, tea waste, malt extracts and 
powders, dental forgings, fire engines, iron 
and steel machinery not separately enumer- 
ated, desiccated cocoanut, and all non- 
enumerated articles of iron or steel. Closely 
related to these are those items on which re- 
ductions, while operative under both British 
preferential and intermediate tariffs, will, in 
most instances, give the United Kingdom 
producer a better trading position in this 
market; in this connection I might refer to 
glass articles for mounting, heat-resisting 
glassware, nickelled and other plated ware 
and polished steel tubing. 


BRITISH PREFERENTIAL TARIFF 


May I at this point say a few words regard- 
ing changes at this time in the British 
preferential tariff. In negotiating recently 
with the United States, this government took 
scrupulous care to respect in letter and spirit 
every syllable of the agreements effected in 
1932 with various countries of the British 
empire. Although the Liberal opposition of 
that day had registered disapproval of the 
conference agreements on the ground that in 
too many instances they established prefer- 
ences by raising duties against other countries, 
nevertheless that opposition, now become the 
government of the day, has seen to it that 
every commitment was respected. No guaran- 
teed British margin was impaired. Indeed, 
many preferences that might with warrant 
have been deemed not to be in that class 
were deliberately set aside as not open to 
negotiation, sometimes at considerable cost 
to Canada in the matter of bargaining. 

And yet it is obvious that, although the 
agreements have been respected, the trading 
advantage here of British countries—notably, 
of course, the United Kingdom—is not so 
great as it was prior to the Canada-United 
States agreement. The very fact of admitting 
the United States to the benefits of our inter- 
mediate tariff produced that result. In the 
near future Canada must again sit at a table 
with the United Kingdom to consider a new 
agreement. It is obvious that, in such nego- 
tiations, Great Britain will seek such conces- 


sions as will, in her opinion, enable her to 
increase her trade with Canada. In such 
negotiations, needless to say, the Canadian 
government will take equally scrupulous care 
to observe the letter and the spirit of the 
Canada-United States trade agreement. 

Canada cannot give everything to-day and 
bargain to-morrow, but Canada can, and this 
government does, give to-day to empire 
countries such concessions as will, I am sure, 
be accepted in the spirit in which the British 
preference was conceived. In this spirit this 
government, since coming into office, has seen 
to it that unnecessary impediments to inter- 
empire trade have been removed, that vexa- 
tious restrictions have been lessened and that 
arbitrary regulations have been altered or 
abolished. It has interested itself in the 
increase of inter-empire trade both by imports 
from the empire as well as exports to the 
empire; and under to-day’s resolutions it 
proposes easier access to this country for 
certain empire commodities. The proposed 
reductions in the British preferential tariff 
are in no sense elements in a bargain. Con- 
cessions they are, both to Canadian consu- 
mers and to British producers, but concessions 
made in the firm belief that only from 
mutually advantageous exchange of commodi- 
ties can come that common benefit in which 
should lie both the origin and the objective 
of intra-empire trade arrangements. Canada 
knows full well that Great Britain, when the 
day of conference comes, will not be unmind- 
ful or forgetful of Canada’s past record in 
the matter of preferential treatment in this 
market for British products—a record 
crystallized to-day in the fact that close upon 
seven hundred items in Canada’s | tariff 
schedules, practically half the items in the 
entire list, have against them the word “free” 
in the British preferential column. 

OTHER TARIFF CHANGES 

Reductions under all tariffs are proposed 
on a wide range of varied commodities, includ- 
ing biologicals for the diagnosis or treatment 
of diseases, materials used in the production 
of periodical publications, numerous petroleum 
products other than gasoline, ditchers and 
tractors of all kinds, safety equipment of all 
kinds, printing and press-room equipment, 
precision tools, draughtsmen’s and surveyors’ 
instruments, various articles for use in 
hospitals, certain soya bean products, all 
articles used by the blind, rolling mill and 
paper mill rolls and feeds for fur-bearing 
animals, 

The effective tariff on agricultural imple- 
ments, now the intermediate, is reduced to 
74 per cent, being funther to the reduction 
from 25 per cent to 124 per cent effected 
under the Canada-United States agreement. 
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As a gesture of good will and an earnest 
of intention to widen Canadian trade with 
the Irish Free State, reductions in duty, to 
be applicable under the British preferential 
tariff only, are proposed on certain products 
peculiarly identified with the Irish Free 
State and requested by that country, namely: 
stout, prune wine and Irish poplin. 

Preferential treatment for empire-grown 
tobaccos is provided, in the belief that 
Southern Rhodesia may be able thereby to 
tater effectively to Canada’s requirements 
in tobaccos of the oriental type, hitherto 
imported entirely from non-empire countries. 

The preference in favour of Australia on 
raisins and dried currants, which lapsed on 
March 31, last, is renewed, at four cents per 
pound. 

An interesting and) much anticipated item 
is that giving statutory recognition to the 
undertaking in connection with the United 
States under the recent agreement, relative 
to the privilege to be accorded to Canadians 
returning from abroad of bringing into Can- 
ada, free of duty, personal purchases to a 
value of $100. 

Solely on the grounds of public health, the 
importation of textile waste derived from 
used mattresses is prohibited, unless such 
mattress waste be certificated as to proper 
fumigation, cleaning, etcetera. 

COUNTERVAILING DUTIES 

In introducing the budget of May 1, 1930, 
I made the following statement regarding 
countervailing duties: 

There are certain commodities which are 
or will become of double significance in Can- 
ada’s trade with the world, both as imports 
and exports. On such commodities our policy 
has been, and is, to avoid extreme rates of 
duty, and we propose, regarding these pro- 
ducts, to maintain in general the existing 
rates of duty. 

It has been. decided, however, to embody 
within the wording of a limited number of 
items of this class provision for a “counter- 


vailing duty” whereby Canada, while not 
generally raising its schedule rates, imposes 
upon such products from another country 


rates equivalent to those imposed by that coun- 
try upon the identical Canadian product, where 
these are higher than the rates enumerated in 
the Canadian tariff schedule. This means 
that other countries who both buy from and 
sell to us these commodities, have it in their 
own power, by reciprocal action on their 
part, to enable us to reduce duties to the 
level of the rates stated in our tariff. 

I have quoted my remarks of that date 
for the reason that they still serve perfectly 
to express my opinions regarding counter- 
vailing provisions which to-day’s resolutions 
apply to three natural products: cut flowers, 
potatoes and eggs. These three commodities 
were included in the list of May 1, 1980, and 


that they are again singled out for such treat- 


ment is due to the fact that the late adminis- 
tration in wiping out in September, 1930, the 
countervailing provisions of the May budget, 
did not provide, under the intermediate tariff, 
a duty more in line with the general tariff 
on eggs and, what is more important, failed 
to provide any duty whatsoever on potatoes 
or cut flowers. The weakness of Canada’s 
bargaining position in respect of these com- 
modities became speedily apparent in the 
Washington negotiations, so much so that this 
government declined to bind these items at 
the existing intermediate rate, thus giving 
clear indication that it might, at the first 
opportunity, see fit to recommend to parlia- 
ment a revision of these ratings. In so recom- 
mending to-day, may I make clear that our 
attitude continues to be that of 1930; we 
do not desire or intend to raise tariffs; we do 
by the countervailing duties invite other 
countries to bring their tariffs down to the 
level of ours. ’ 


In 1935 there was inserted in the tariff, 
item relating to steel plate a proviso to the 
effect that, regardless of any other law to the 
contrary, the anti-dumping provisions should 
not apply to plate more than 66 inches in 
width. Thus to select a solitary commodity 
for such treatment was, to say the least, to 
make an invidious distinction and it is pro- 
posed to allow the anti-dumping provision 
to apply to all products to which the law 
says it should, under given conditions, apply. 
In the interests of justice and equity, there- 
fore, and without any regard whatsoever to 
the effect upon the quantum of tariff protec- 
tion afforded, it is proposed to delete from 
this item the proviso in question. 


TARIFF BOARD REPORTS 

There will be tabled to-day, in addition 
to those to which I have made specific refer- 
ence, reports by the tariff board resulting 
from inquiries regarding the following com- 
modities: Thrown yarns of artificial silk, but- 
tons and button moulds, forged steel rolls, 
rice for processing, rhinestones and metal 
beads, containers of paperboard or fibreboard 
and photographic apparatus. Not all of these 
suggest or recommend tariff changes but, in 
accordance with the provisions of the Tariff 
Board Act, they will be made available to 
this house. 


SUMMARY 
Regarding to-day’s tariff proposals, may I 
say that these are formulated on the prin- 
ciple that the most enduring kind of progress 
is orderly progress—and that applies equally 
whether one’s intended direction in the im- 
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position of taxes be downward or upward. 
Extremes defeat their own purpose; violent 
fluctuations one way or the other are mere 
leaps in the dark. Intelligent and unpreju- 
diced appraisal of to-day’s tariff situation in 
Canada will reveal sound reasons, apart alto- 
gether from the general principles I have just 
enunciated, why the best results are to be 
secured by deliberate, considered and related 
stages. There is, for example, our position 
with respect to British countries, to which I 
have referred. And, in the purely domestic 
sphere, there is the fact so readily overlooked: 
that this government, in extending to the 
United States the benefits of the interme- 
diate tariff, effected at one stroke the most 
thorough-going downward revision of the cus- 
toms tariff of Canada since the inception of 
that tarifi—as a consequence of which act, 
together with the changes now proposed, com- 
modities imported from the United States 
under at least 200 of the most important items 
in the tariff will pay lower rates of duty than 
they would have paid had they been so im- 
ported after the adoption of the May Ist 
budget of 1930. ; 

In concluding this address, it is natural 
that my thoughts should go back to the last 
occasion on which I had the honour of pre- 
senting the budget six years ago to-day. The 
great change both in world conditions and 
conditions in Canada during that interval 
coustitutes a challenge without precedent to 


the ability, the judgment and the broad 
patriotism of those charged with public 
responsibilities. 

The government of Canada is making 


earnest and sustained efforts to meet this chal- 
lenge and to grapple with the manifold prob- 
lems of the country. I would ask the house 
and the country to accept the proposals I have 
made to-day as part of a conscientious effort 
to promote the best interests of the people 
of Canada. 
Resolutions 


Mr. Speaker, I beg to give notice that 
when we are in committee of ways and means 
I shall move the following resolutions: 


INCOME WAR TAX ACT 


Resolved, That it is expedient to amend the 
Income War Tax Act and to provide: 

1. That the corporation rate of tax shall 
be increased from thirteen and one-half per 
centum to fifteen per centum; 

2. That where a consolidation is permitted 
the corporation rate of tax shall be increased 
from fifteen per centum to seventeen per 
centum ; 

3. That payment of the gift 
annually; 


tax be made 


4. That gifts to any one person which in 
the aggregate do not exceed one thousand 
dollars in the calendar year be exempt from 
the provisions of the gift tax; 

5. That the rate of interest on unpaid 
instalments of tax be reduced from six per 
centum to five per centum; 

6. That the penalty rate of interest in 
addition to the interest provided for in the 
foregoing resolution in respect of unpaid over- 
due tax be reduced from four per centum to 
three per centum; 

7. That a tax of five per centum be imposed 
at the source on payments by Canadian debtors 
to non-residents in respect of films whether 
copyrighted or not; 

8. That any metalliferous mine that comes 
into production after the first day of May 
nineteen hundred and thirty-six and prior to 
the first day of January nineteen hundred and 
forty shall be exempt from income tax for the 
first three fiscal periods following the com- 
mencement of production; 

The minister, under appropriate regulations 
shall determine the date of commencement of 
production and the properties, new or old, 
that shall be determined as having come into 
production, having regard to the production 
of ore in reasonable commercial quantities, 
and shall issue a-certificate accordingly. 

9. That (a) an Investment Holding Company 
all of whose shares (qualifying shares excepted) 
are held by non-resident persons shall not be 
afforded the exemption provided by para- 
raph (k) of section four of the act, but shall 
Ke subject to a tax equal to one-half of the 
prevailing corporate rate of tax imposed upon 
Canadian companies; 

(b) the five per cent tax on dividends paid 
to such non-resident shareholders by such 
Investment Holding Company shall not apply, 
except as hereinafter provided; 

(c) in determining the taxable income of 
such Investment Holding Company a deduction 
shall not be allowed in respect of any interest 
payments or of taxes paid abroad; 

(d) any five per cent tax paid by such 
companies in nineteen hundred and thirty-five 
shall be allowed as a deduction from the tax 
otherwise payable in respect of the said year; 

(e) to the extent that five per cent tax has 
not been incurred in respect of the earnings 
of nineteen hundred and thirty-three, nineteen 
hundred and thirty-four and nineteen hundred 
and thirty-five, the five per cent tax shall con- 
tinue to be imposed until the undistributed 
accumulated earnings of the said years have 
been made subject to the said tax; 

(f) paragraph (k) of section four of the 
act shall be amended to apply to industrial 
and commercial operating companies only; 

10. That any enactment founded on the 
provisions of these resolutions shall be deemed 
to have come into force at the commencement 
of the calendar year nineteen hundred and 
thirty-five and to be applicable thereto and 


to fiscal periods ending therein and to all 
subsequent periods, except as otherwise 
provided, 


SPECIAL WAR REVENUE ACT 


Resolved, That it is expedient to introduce 
a measure to amend the Special War Revenue 
Act, chapter one hundred and seventy-nine of 
the Revised Statutes of Canada, 1927, and 
amendments thereto and to provide: 

1. That part VII of the said act be amended 
to provide for the taxation of every change 
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of ownership of any participating interest in 
the operations or profits of any association, 
company, corporation, fund or trust not divided 
into shares at the rate of one-tenth of one 
per cent of the value of every such participating 
interest so transferred or assigned; 

2. That subsection two of section seventy- 
seven A of the said act, as enacted by section 
twelve of chapter fifty of the statutes of 1932-33 
and amended by section two of chapter forty- 
two of the statutes of 1934, be further amended 
by providing that the excise tax on packages 
of cigarette paper tubes be reduced from three 
cents to two cents for each one hundred cigarette 
paper tubes or fraction thereof; 

3. That the rate of consumption or sales tax 
imposed by subsection one of section eighty-six 
of the said act, as enacted by section eleven 
of chapter fifty-four of the statutes of 1932, 
be increased from six per cent to eight per 


cent; 

4. That Schedule I to the said act, as amended 
by section twenty-six of chapter fifty of the 
statutes of 1932-33, and by section six of 
chapter thirty-three of the statutes of 1935, 
be further amended by repealing section one 
thereof and substituting the following: 

1. Automobiles adapted or adaptable 
passenger use: 


(a) valued at not more than six 
hundred and fifty dollars.. 
(b) valued at more than six hun- 
dred and fifty dollars, on the 
amount in excess of six hundred 

and fifty dollars.. 


Provided that the tax collected under para- 
graph (b) above shall in no case exceed two 
hundred and fifty dollars per automobile. 

Provided further that the tax shall not apply 
to automobiles imported: 

(a) under Customs Tariff items 702, 706, 707 
and 708; 

(b) by a bona fide settler on a first arrival; 

(c) by a beneficiary resident in Canada, under 
the terms of a will of a person dying in a 
foreign country. 

5. That schedule II to the said act, as enacted 
by section seventeen of chapter forty-two of 
the statutes of 1934, be amended by adding to 
paragraph (iii) thereof the following: 

Provided, also, that the tax imposed under 
paragraph (iii) shall not apply to the goods 
mentioned therein, when sold to or imported 
by manufacturers of automobiles or chassis 
under the following conditions: 

(a) If less than ten thousand automobiles 
or chassis are manufactured or produced per 
annum and at least fifty per centum of the 
factory cost of manufacturing or producing 
them, exclusive of duties and other taxes, is 
incurred in the British empire; 

(b) If ten thousand automobiles or chassis 
or more are manufactured or produced per 
annum and at least sixty per centum of the 
factory cost of manufacturing or producing 
them, exclusive of duties and other taxes, is 
incurred in the British empire: 

Provided, however, that effective April 1, 
1938, the words “sixty-five” shall be substituted 
for the word “sixty” in this paragraph. 

6. That schedule III to the said act, being 
the list of articles exempted from the consump- 
tion or sales tax, as enacted by section eighteen 
of chapter forty-two of the statutes of 1934, 
and amended by section seven of chapter thirty- 
three of the statutes of 1935, be further amended 
by adding to the said schedule the following: 

Materials, not to include lubricating or fuel 
oils or plant equipment, consumed in the process 


for 


free 


5 per cent 


of the manufacture or production of taxable 
goods; 

Crushed stone or crushed gravel to be used 
exclusively in the building or maintenance of 
provincial, county or township roads; 

Printing paper and printing ink for use 
exclusively in producing quarterly, bi-monthly, 
monthly and semi-monthly magazines and weekly 
literary papers unbound; 

Liver extract for use exclusively in the treat- 
ment of anaemia; 

Goods enumerated 
695b and 696a. 

7. That schedule V to the said act, as enacted 
by section nineteen of chapter forty-two of the 
statutes of 1934 and amended by section nine 
of chapter thirty-three of the statutes of 1935, 
be further amended as follows: 

i. By inserting therein after the words “not 
to include” in the second line thereof the words 
“automobiles adapted or adaptable to passenger 
use”; 

ii. By adding thereto the following: 

Goods enumerated in customs tariff 
695a, 695b and 696a; 

Materials for use in the manufacture of 
binder twine and fishing rope. 

8. That any enactment founded on _ para- 
graphs one to seven inclusive of this resolution 
shall be deemed to have come into force on the 
second day of May, one thousand nine hundred 
and thirty-six, and to have applied to all goods 
imported or taken out of warehouse for con- 
sumption on and after that day and to have 
applied to goods previouly imported for which 
pe entry for consumption was made before that 

ate. 


in Customs Tariff items 


items 


EXCISE ACT 


Resolved, That it is expedient to introduce 
a measure to amend the schedule to The Excise 
Act, 1934, as amended by chapter twenty-nine 
of the statutes of 1935 and to provide: 

1. That the duty of excise on Canadian 
brandy be reduced from four dollars to three 
dollars per proof gallon; 

2. That the duty of excise imposed upon 
spirits used in the manufacture of patent and 
proprietary medicines, extracts, essences and 
pharmaceutical preparations be reduced from 
two dollars and fifty cents to one dollar and 
fifty cents per proof gallon; 

3. That the duty of excise imposed upon 
spirits, sold to licensed druggists and used 
exclusively in the preparation of prescriptions 
for medicines and pharmaceutical preparations 
be reduced from two dollars and fifty cents 
to one dollar and fifty cents per proof gallon; 

4. That paragraphs (d) and (e) of section 
six of the said schedule, being the duties 
imposed upon imported leaf tobacco unstemmed 
and imported leaf tobacco stemmed be repealed; 

5. That any enactment founded on _ para- 
graphs one, two, three and four of this resolu- 
tion shall be deemed to have come into force 
on the second day of May, one thousand nine 
hundred and thirty-six. 


‘CUSTOMS TARIFF 


1. Resolved, That the Customs Tariff, being 
chapter forty-four of the Revised Statutes of 
Canada, 1927, as amended by chapter thirty- 
nine of the acts of 1929, chapter thirteen of 
the acts of 1930 (first session), chapter three 
of the acts of 1930 (second session), chapter 
thirty of the acts of 1931, chapter six and 
thirty-seven of the acts of 1932-33, chapters 
thirty-two and forty-nine of the acts of 1934 
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and chapter twenty-eight of the acts of 1935, 
be further amended by striking thereout sub- 
section one of section six thereof and substitut- 
ing therefor the following: 

(1) In the case of articles exported to Can- 
ada of a class or kind made or produced in 
Canada, if the export or actual selling price 
to an importer in Canada is less than the fair 
market value of the same article when sold 
for home consumption in the usual and ordinary 
course in the country whence exported to Can- 
ada at the time of its exportation to Canada, 
or is less than the fair market value or value 
for duty thereof as determined under the provi- 
sions of section thirty-six of the Customs Act, 
or is less than the value for duty thereof as 
determined by the minister under the provi- 
sions of paragraphs (a) and (e) of section 
forty-one of the Customs Act, or is less than 
the fair market value thereof as fixed under 
the provisions of section forty-three of the 
Customs Act, there shall, in addition to the 
duties otherwise established, be levied, collected 
and paid on such article, on its importation 
into Canada, a special or dumping duty, equal 
to the difference between the said selling price 
of the article for export and the said fair 
market value thereof or value for duty thereof; 
and such special or dumping duty shall be 
levied, collected and paid on _ such article 
although it is not otherwise dutiable. 

Provided that when it is established that 
any articles though of a class or kind made 
or produced in Canada are not offered for sale 
to the ordinary agencies of wholesale or retail 
distribution or are not offered to all purchasers 
on equal terms under like conditions, having 
regard to the custom and usage of trade, such 
articles may be exempted from special or 
dumping duty. 

Provided that the said special duty shall 
not exceed fifty per centum ad valorem in any 
case, and the following goods shall be exempt 
from such special duty, viz.:— 

Goods of a class subject to duty under the 
Excise Act. ; 

Provided, notwithstanding, that on importa- 
tions from Australia under the Australian 
Trade Agreement Act, 1925, the said special 
duty shall not exceed fifteen per centum ad 
valorem in any case. : . 

2. Resolved, That the aforesaid section six 
of the Customs Tariff be further amended by 
striking thereout subsection eight thereof and 
substituting in lieu thereof the following: 

(8) The minister may make such regulations 
as are deemed necessary for carrying out the 
provisions of this section and for its enforce- 
ment, and such regulations may also provide 
for the exemption from special or dumping 


duty of any imported article when the minister 
is satisfied that the article or class of articles 
is not available at fair competitive prices in 
any consuming market in Canada owing to the 
remoteness of such market from the Canadian 
source of supply. 

3. Resolved, That the aforesaid section six 
of the Customs Tariff be further amended by 
adding thereto the following subsection: 

(10) For the purposes of this act articles 
shall not be deemed to be of a class or kind 
made or produced in Canada unless so made 
or produced in substantial quantities; and the 
governor-in-council may by order-in-council pro- 
vide that such quantities, to be substantial, 
shall be sufficient to supply a certain percent- 
age of the normal Canadian consumption and 
may in such order fix such percentage. 

4. Resolved, That the French version of 
tariff item 691 of schedule A to the Customs 
Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as enacted by section 
five of chapter twenty-eight of the statutes of 
1935, be amended by striking out the word 
“croix” in the second line of the said item 
and substituting therefor the word “crosses.” 

5. Resolved, That schedule A to the Cus- 
toms Tariff being chapter forty-four of the 
Revised Statutes of Canada, 1927, as amended 
by chapter seventeen of the acts of 1928, 
chapter thirty-nine of the acts of 1929, chapter 
thirteen of the acts of 1930 (first session), 
chapter three of the acts of 1930 (second 
session), chapter thirty of the acts of 1931, 
chapter forty-one of the acts of 1932, chapters 
six and thirty-seven of the acts of 1932-33, 
chapters thirty-two and forty-nine of the acts 
of 1934, and chapter twenty-eight of the acts 
of 1935, be further amended by striking there- 
out tariff items 16, 28, 28a, 35, 79b, 83(a), 99c, 
113, 142, 147, 168, 173, 178, 180a, 183, 199b, 
200a, 206, 206a, 208h, 208i, 219d, 219e, 224, 259, 
267, 267a, 267b, 268, 269, 270, 271, 272, 273, 274, 
275, 284, 286, 288, 312a, 323, 326a, 362, proviso 
to 380(b), 404b, 409b to 409k inclusive, 4091, 
409m, 409n, 409q, 410d, 41lb, 412, 412a, 422a, 
424, 427, 427a, 428a, 428b, 429(a), 429(g), 430, 
430a, 431b, 431c, 435, 438a, 438b, 438c, 438d, 438e, 
438f, 438h, 438i, 445a, 445f, 445g, 445k, 445m, 
446a, 455, 462, 463, 473, 476a, 494b, 505, 513, 522, 
522c, 523, 523a, 523b, 529, 529a, 532, 558b, 558d, 
561, 564b, 567a, 569, 569e, 584a, 584b, 587a, 603, 
607 (Part 2), 657a, 663c, 672a, 695, 695b, 
698, 698a, 703, 718, 783, 802, 811, 813, 818, 821, 
the several enumerations of goods respectively 
and the several rates of duties of customs, if 
any, set opposite each of the said items, and 
by inserting the following items, enumerations 
and rates of duty in said schedule A: 
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6. Resolved, that schedule B to the Customs 
Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, be amended by 
striking thereout tariff items 1030 and 1055, the 
enumerations of goods and the rates of draw- 


back of customs duties set opposite to each of 
the said items, and by inserting the following 
items, enumerations and rates of drawback of 
customs duties in said schedule B:— 


Nee aa 


Portion of Duty 
: (not including Special 
Item Goods When Subject to Drawback Duty or Dumping 
2 Duty) Payable as 
No. Drawback 
1011 | Rhinestones, settings for rhine-|When imported by manufacturers of 
stones, metal spots and beads. | dress trimmings and used exclusively 
in their own factories in the manufac- 
ture of dresses and dress trimmings... 99 p.c. 
1025 |Hot rolled hexagon bars of Bes-|When used in the manufacture of cold 
semer steel not being of greater} drawn bars.........-.-.-+++eeseeerees 99 p.c. 
value than 4 cents per pound. 
1030 |(a) Materials, n.o.p...........--- When used exclusively in the manufacture 
of articles enumerated in Tariff Item 
DOB as Fae ee ten ira ea 50 p.c. 
(b) Woven fabrics, wholly of|When imported under the British Pre- 
cotton, not bleached, mercer- ferential Tariff and used exclusively in 
ized nor coloured, weighing not| the manufacture of articles enumerated 
more than seven and one-half| in Tariff item 236............--++++++- 99 p.c. 
pounds per one hundred square 
yards. 
1052 |Machinery, new or used, of a/When imported by manufacturers of 
class or kind not made in| automobiles and motor vehicles or of 
Canada. automobile and motor vehicle parts to 
be used in the production of such auto- 
mobiles and motor vehicles or automo- 
bile and motor vehicle parts..........- 99 p.c. 
1060 |Paper of all kinds.............-- When used by the publisher or printer in 
Canada in the production of periodical 
publications enjoying second-class mail- 
Ing privileges..........0-+s2eeeeses eens 50 p.c. 
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7. Resolved, that schedule C to the Customs 
Tariff, being chapter forty-four of the Revised 


Statutes of Canada, 1927, be amended by add- 
ing thereto the following items:— 


—————————— ne 


1218 |Used or second-hand periodical publications: 


Provided, that this item does not affect in any manner periodical 


publications:— 
(a) Sent, gratis, 
(b) Sent to persons in 
abroad; 


to Canada for charitable purposes; 
Canada as casual donations by friends 


(c) Imported for personal or for institutional use, and not for 


resale; 


(d) Imported by or for paper mills for use as stock in the manu- 


facture of paper. 


1219 )Used or second-hand mattresses or materials therefrom: 


Provided, that this item 


(a) Mattresses imported under Tariff Items 704, 


does not affect in any manner: 


rc: 
705, 706, 707, 


708, or under tourists’ or travellers’ vehicle permits; 
(b) Materials from used or second-hand mattresses, when 
imported after having been cleaned and fumigated, urder 


such regulations as the Minister may 


prescribe, accompanied 


by such certificates as he may designate. 


Senn SN an 


enactment founded 
amend the 
ye 


8. Resolved, That 
upon the foregoing 
Customs Tariff or schedules thereto shall 
deemed to have come into force on the 2nd 
day of May, one thousand nine hundred and 
thirty-six, and to have applied to all goods 


any 
resolutions. to 


mentioned in the foregoing resolutions imported 
or taken out of warehouse for consumption on 
and after that date, and to have applied to 
goods previously imported for which no entry 
for consumption was made before that date. 
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BUDGET SPEECH 


DELIVERED BY 


HON. CHAS. A. DUNNING, M.P. 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, THURSDAY, FEBRUARY 25, 1937 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. CHARLES A. DUNNING (Minister 
of Finance) moved: 

That Mr. Speaker do now leave the chair 
for the house to go into committee of ways 
and means. 

He said: Mr. Speaker, among my New 
Year’s resolutions was a secret undertaking 
that my budget speech this year should be 
brief. I must confess, however, that this reso- 
lution has suffered the fate of many of its 
companions. In preparing a budget, a be- 
wildering array of complex questions demand 
attention, if one is to give a reasonably com- 
plete and accurate statement of the economic 
and financial position of Canada in these diffi- 
cult years. To abbreviate further the state- 
ment which I now offer would mean present- 
ing to this house something less than is ex- 
pected in an annual review of this kind. But, 
Mr. Speaker, if I cannot bring you greater 
brevity than last year, perhaps I can bring 
you greater cheer. 

I 


BUSINESS REVIEW 


A year ago I was able to show that the 
state of business and trade was generally en- 
couraging and suggested that we might reason- 
ably expect throughout the year a strengthen- 
ing and broadening out of the forces of 
recovery then clearly in evidence. My ex- 
pectations of a year ago have been amply 
realized. The last twelve months have wit- 
nessed a continued and increasing vigour in 
the recovery movement, and the gratifying 
evidence of expanding business activity and 
more widely distributed economic betterment 
stands clearly recorded. In many directions 
the gains have exceeded expectations. The 
strength of Canada’s recuperative power, the 
success of our constructive efforts, both as 
individuals and as governments, and the im- 
provement in world economic conditions gen- 
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erally are seen in the growing volume of 
newly created wealth finding broader domestic 
and foreign markets and in the renewed spirit 
of confidence and enterprise on the part of 
our people. 

I shall have occasion later to refer to the 
less satisfactory aspects of current develop- 
ments and to certain signals which may point 
to danger ahead. Viewing the situation 
broadly, however, in the light of the progress 
of the past year and the major underlying 
forces at work, I believe I can fairly say that 
since 1929 no New Year has dawned with 
brighter promise for Canada. I shall be 
greatly disappointed if, by this time next 
year, Canada has not moved substantially 
further along the road of economic recovery. 

I shall now present, with as little resort to 
statistics as possible, a few of the more signifi- 
cant evidences of our economic progress dur- 
ing the past year. Consider, first, our most 
comprehensive measure of economic activity 
in Canada, the index of the physical volume 
of business. This index is made up from 
forty-five important factors, and measures the 
physical volume of output in nearly all our 
leading industries as well as freight traffic on 
our railways, construction activity, and do- 
mestic trade. At the low point of the de- 
pression in February, 1933, this index had 
fallen to 67 as compared with 100 in 1926. 
The average level of this same index for the 
final quarter of 1986 was 119-3, an improve- 
ment of over 78 per cent from the low point 
and of more than 10 per cent as compared 
with the last quarter of 1935. The preliminary 
index for January, 1937, the latest month for 
which the figure is available, stood at 117°3 
as compared with 106-2 in January, 1936. 

This substantial improvement in business 
as a whole is confirmed by other broad indi- 
cators of general economic activity such as 
electric power production and carloadings. 
During 1936, the output of electric power 
established a new record, the total being 8-9 
per cent higher than that for 1935, which was 
the previous record year. During 1986 also 


the railways carried more freight, total car- 
loadings increasing by 54 per cent. The im- 
provement in carloadings has been greatly 
accelerated since the beginning of the year. 
Total cars loaded in January, 1987, exceeded 
the figure for January, 1986, by about 20 per 
cent, and were greater than in any previous 
January since 1931. Railway freight traffic 
is still substantially below the volume of 
the years 1926-29, but the return of normal 
grain crops in the west and restoration of con- 
struction activity with normal building 
material shipments would eliminate much of 
this differential and produce a radical change 
in the earning position of the two railway 
systems. 


MANUFACTURING 


Manufacturing of all kinds showed a gener- 
ally well-sustained growth during the past 
year. The gain over the preceding year was 
10 per cent, and the output was greater than 
for any previous year since 1929. Output of 
automobiles was somewhat lower in 1936 
than in 1935, but this was due to the produc- 
tion of some of the new 1986 models in the 
fall of 19385. In the case of pig iron and steel 
production, one of our major capital goods 
industries, the upward trend is now clearly 
defined, steel output rising by 18 per cent in 
1936 to the highest point since 1929. In general, 
the capital goods industries which normally 
suffer so severely in depressions and thus con- 
tribute so greatly to the spread of unemploy- 
ment, have in the past year shown a marked 
increase in activity, recording gains in out- 
put of over 8 per cent. This improvement, 
which may be regarded as one of the most 
significant features of the recovery in 1936, 
may reasonably be expected to be accelerated 
during the present year, as the latent de- 
mands arising from equipment replacements 
and plant extensions exert further impetus. 


FORESTRY 


Activity in the forest products industries 
throughout 1986 showed truly remarkable 
gains over 1935, the general index for this 
group having moved up more than 25 per 
cent from December, 1935, to December, 
1986. In British Columbia the lumber cut 
increased by about 15 per cent. Exports of 
planks and boards to the United States in- 
creased by more than 55 per cent as com- 
pared with 1935, while sales to the United 
Kingdom were almost 40 per cent higher. Ex- 
panding output has brought a most heartening 
increase of employment in logging. The 
seasonally adjusted index for the final quarter 
of 1936 recorded an average improvement 
of more than 28 per cent over the same period 


“of the depression 


in 1935. Since the turn of the year, unfor- 
tunately, activity in the industry has been 
retarded because of weather conditions— 
too much snow in some sections, too little in 
others. 

The production of newsprint in Canada 
soared to a new high point in 1936 with an 
output of more than 3,200,000 tons. This 
represents a gain of 16 per cent over 1935, 
and of 66 per cent over 1932, the low year 
in this industry. This 
output means that Canadian mills operated 
at an average of over 82 per cent of rated 
effective capacity for the year as a whole, 
and at 91 per cent of rated effective capacity 
in the last quarter. The increase in demand 
for Canadian newsprint, chiefly in the United 
States but also to an increasing extent in 
other world markets, and the probability of 
a moderate rise in prices augur well for the 
immediate future of this important industry 
which for so long has suffered from actual 
or threatened bankruptcy. 


MINING 


An ever-mounting total of wealth continues 
to flow from our mines. In 1936 the value of 
our output reached the imposing total of over 
$360,000,000, an increase of more than 15 per 
cent over that for 1935, the previous peak 
year for mineral output in Canada. At 
current production levels our mines are turning 
out wealth at the rate of a million dollars 
a day. While gold continues to hold the 
spotlight with an output of $130,000,000 in 
1936, or double that of ten years ago, and 
with many new mines still coming into 
production, yet the other metals, such as 
nickel, copper, lead and zinc, are finding an 
increasingly important place in the growing 
volume of our mineral exports. Canada’s 
base metal industry has undergone remarkable 
changes in the last ten years as the result 
of an expenditure of almost $100,000,000 in 


plant extension and equipment and _ the 
coordination of mining, smelting, refining, 
fabricating and marketing facilities. In the 


production of nickel, lead, zine, the platinum 
metals, asbestos and salt, new all-time records 
were established in 1936 and the output of 
coal was greater than in any previous year 
since 1929. As in the case of the lumber 
industry, the mining industry in its expansion 
is showing a steadily mounting pay-roll. The 
seasonally adjusted index of employment in 
mining was over, 12 per cent higher in 
December, 1936, than in December, 1935, 
while the index of employment in metal ores 
moved up about 20 per cent during the past 
year. It is extremely gratifying to note this 
movement of our people into primary indus- 
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tries, where they find profitable occupation in 
the output of natural products with which 
Canada is so bountifully supplied. 


AGRICULTURE 
Agricultural production suffered in 1936 
through unfavourable weather during the 


growing season. Improved prices, however, 
resulted in a money return for field crops 
greater than in any year since 1930, amounting 
to approximately $600,000,000, an increase of 
about 17 per cent over 1935, 

With regard to wheat, the 1936 yield was 
about 52*7 million bushels below that of 
1935, and was the smallest crop since 1919. 
Drought conditions again played havoc in 
certain areas, destroying crops completely in 
some districts and reducing to meagre levels 
the yield in others. In spite of the smaller 
1936 yield, however, the value of this crop 
was substantially above the value of the 1935 
crop due to greatly enhanced prices, which 
are again reaching levels which promise more 
profitable and stable conditions for the 
western farmer. 

During 1936 an increasing volume of live 
stock was marketed, but with prices slightly 
less favourable than those prevailing in the 
previous year. The Bureau of Statistics’ index 
of live stock sales rose over 12 per cent above 
the previous year’s average. For the dairy 
industry generally, prices were moderately 
higher during the past year. There was a 
striking increase in cheese exports, and the 
yolume moving abroad in 1936 was more than 
double the amount exported in 1935 with 
prices higher than at any time since 1930. 

Recent price movements have operated dis- 
tinctly in the direction of reducing the farmer’s 
handicap. As the house well knows, the 
farmer was particularly hard hit in the col- 
lapse of prices following 1929, and we find 
that by 1932 the average level of prices for 
farm products was down to 48-4 per cent of 
the average level in 1926. Since that time, 
however, prices have greatly improved, par- 
ticularly in the past year, and by the end of 
1936 this index had moved up to 82-4. 
While prices of things which the farmer 
sells have been moving upward, there has 
been relatively little change in the psices 
of things which he buys. In fact, taking 1926 
prices as equal to 100, we find the retail 
price index in December, 1936, standing at 
81-8. while, as noted above, prices of agri- 
cultural products had reached the 82-4 level, 
after a rapid rise in the last few months of 
the year. At the end of 1936, therefore, the 
farmer’s relative position, as far as prices were 
concerned, was slightly better than in 1926. 


Wide disparity between prices of primary 
and finished products is perhaps the most 
significant feature of what we call a depres- 
sion, and it is greatly to be hoped that this 
approximate parity between agricultural and 
other prices can be maintained. 


WHOLESALE PRICES 


The general level of wholesale prices which 
had been remarkably stable in Canada since 
1933 has finally begun to move sharply up- 
wards. During 1934, 1935, and the first half 
of 1936, the Bureau’s index fluctuated nar- 
rowly around 72 per cent of the 1926 level. 
In the last half of 1936, however, the whole- 
sale price index rose by over 10 per cent to 
79-7 at the close of the year, an upturn that 
has restored wholesale prices to the level pre- 
vailing at the end of 1930. This rise in prices 
is a world-wide condition and the forces which 
have brought it about continue to be effective. 
One may express the hope that such forces 
may not be allowed to get out of hand. While 
they may correct the economic disparities 
from which we have recently suffered, and 
while they may give every evidence of abound- 
ing prosperity for a time, they are likely, if. 
the pace is too rapid, to create new dispari- 
ties and plunge us once more into the throes 
of depression. 


FINANCIAL CONDITIONS 


An obvious indicator of the general state 
of our economic health is the volume of divi- 
dend distributions by corporations. It is 
gratifying to report, therefore, that reliable 
estimates of profits for the past year were 
the highest since 1930, and reveal an increase 
of more than 13 per cent over the 1935 total. 
An unofficial index of dividends distributed 
stood at 117 for December, 1936, against 100-1 
for December, 1935, and 62:5 at the low point 
in August, 1933. Profits are the mainspring 
of economic activity in the system under which 
we operate. Increasing profits are therefore 
the best augury for increasing employment, 
the best indication of the approach of the day 
when private industry will be able to release 
governmental bodies from the enormous bur- 
den which they have had to bear in recent 
years. 

In the financial field, conditions have 
remained generally favourable. The year 1936 
witnessed a striking increase in the volume of 
capital issues publicly floated. Bond issues 
publicly offered in Canada for new capital 
and for refunding purposes, excluding treasury 
bill issues, are estimated to have reached a 
total of $715,000,000 as compared with 
$541,000,000 for the previous year, an increase 
of over 82 per cent. Of this 1936 total, 
$242,000,000 was for new capital and 
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$473,000.000 for refunding purposes. Financ- 
ing for private corporations accounted for 
$232,000,000 of the total in 1936. or more 
than five times the total of such financing 
during 1935. The increasing volume of such 
private corporate issues and the increasing pro- 
portion of such issues offered for new capital 
purposes are healthy signs. 

This heavy volume of bond flotations is 
in part a reflection of prevailing low interest 
rates. The wages of money, as measured by 
the yield on high grade bonds, averaged lower 
in 1986 than at any time since before the 
war. These low rates have made it possible 
for the dominion government and for the 
eastern provinces to refund outstanding obliga- 
tions and to raise new funds at record low 
cost. For short term money the dominion 
is paying on a yield basis of approximately 
three-quarters of 1 per cent per annum, while 
on long term issues the rate has been only 
slightly over 3 per cent. -Except for an in- 
terruption in September and October, the 
trend of high grade bond prices was steadily 
upward during 1936, An unusual number of 
actual or pending flotations and fears engen- 
dered by the weak financial position of certain 
western provinces, coupled with unfavourable 
developments in foreign markets, have caused 
some hardening of the rates during the past 
month. The somewhat lower levels of bond 
prices resulting have attracted renewed in- 
vestment buying and yields on high grade 
securities for the most part are still slightly 
above the levels prevailing a year ago. The 
continuance of interest rates on substantially 
the present basis will foster economic recovery 
by encouraging private enterprise to expand 
existing equipment and undertake new pro- 
jects on a low capital cost basis. 


PROVINCIAL FINANCE 


It is unfortunately true, however, that 
the financial position of several of our pro- 
vincial governments is such that they are 
unable to take advantage of prevailing low 
interest rates in order either to reduce their 
fixed charges by refunding outstanding debt 
or to obtain new funds for relief and other 
expenditures. Despite drastic efforts to reduce 
expenditures and increase taxes, and despite a 
long record of honourable dealing with their 
creditors, they have been unable either 
to balance their budgets or to have recourse 
to the investment market for the funds neces- 
sary to meet their commitments. 

This is a problem to which the govern- 
ment has given the most serious and unremit- 
ting attention since the day it assumed office. 
I need not recount the efforts which were 
made last year to find a solution. The plan 


then evolved which would have made low 
rates available to the provinces as a result of 
dominion assistance under appropriate safe- 
guards, proved unacceptable in several quar- 
ters. The acute stage which the problem has 
reached in Manitoba and Saskatchewan during 
the recent past led the government to make 
the decision which was announced by the 
Right Hon. the Prime Minister (Mr. Mackenzie 
King) to the house last week. That decision 
followed investigations which demonstrated 
what had long been recognized as a funda- 
mental weakness in the allocation of financial 
powers and responsibilities to the provincial 
governments by the Fathers of Confederation 
seventy years ago. The revenue-raising powers 
assigned to the provinces do not appear to be 
commensurate with the responsibilities which 
they were given or which they have assumed 
in an age of increasing provision for govern- 
mental social services. It is a basic principle 
that a government should be able to stand 
financially upon its own feet—that it should 
itself be responsible for raising the revenue 
necessary to meet its own needs. I look 
therefore with great confidence to the results 
of the investigation into this whole problem 
to be made by the Royal Commission which 
is to be appointed. If this investigation and 
report are as competent, as impartial and as 
constructive as the occasion demands, they 
may well serve to point the way to such 
action as to make the year 1937 as significant 
in Canadian history as the year 1867. 

In this connection may I pay tribute to 
the assistance given by the Bank of Can- 
ada in conducting the preliminary investi- 
gation of the financial position of these two 
provinces at the request of their governments 
and of this government. The Province of 
Alberta has now requested a similar investi- 
gation. As the house knows, the Bank has 
power to act, upon request, as the fiscal agent 
and the adviser of any provincial government. 
We now have an illustration of the important 
contribution which the Bank may make to 
the financial welfare of the dominion merely 
by providing a source of competent and dis- 
interested advice to our major governments. 


MONEY AND BANKING 


Our banking system currently finds itselt 
with ample reserves for the accommodation of 
commercial borrowers. While the volume of 
commercial loans is abnormally low, there 
have recently been indications of growth, and 
a moderate increase is expected during the 
present year. Contrary to the prevailing 
belief in some quarters, the banks will heartily 
welcome the opportunity thus provided to 
invest their funds at somewhat higher rates 


than have recently been available on gilt- 
edge securities. It is also encouraging to 
note in recent banking statistics that debits to 
individual bank accounts in the clearing house 
centres of Canada—in other words, the cheques 
drawn by the public on their bank accounts— 
showed an increase in December, 1936, of 16 
per cent over December, 1935. We have to go 
back to 1930 to find an annual volume of 
debits exceeding the level reached last year. 
This indicates, Mr. Speaker, that the velocity 
of circulation of cheque-book money is speed- 
ing up with the rising tempo of business 
activity and the increase in public confidence. 
This is the factor so frequently forgotten 
by advocates of monetary panaceas. The 
volume of money-work done is the product 
of the amount of money multiplied by its 
velocity of circulation. An arbitrary increase 
in the amount of money by the fiat of a 
government is likely to defeat its object by a 
proportionate or more than proportionate 
decrease in the velocity factor. If the increase 
in the volume of money continues beyond a 
certain but unpredictable point, public con- 
fidence is lost altogether and a flight from 
money occurs. In the early stages of a severe 
and prolonged depression credit expansion may 
be an essential weapon to combat the deflation- 
ary forces at work. It must, however, be 
recognized as a very dangerous weapon re- 
quiring the use of expert technique as well as 
great wisdom and caution. The control of 
the volume of money and credit with a view 
to mitigating the extremes of booms and 
depressions is one of the primary functions of 
a central bank. The easy money policy which 
has been followed in the recent past is, in my 
opinion, an illustration of appropriate action in 
a time of depression. There will come a time, 
however, and it may come more quickly than 
many of us expect, when precisely the opposite 
policy will have to be followed, if the best 
interests of the country are to be served. 
Monetary policy has a role to play during 
depressions. That role is an important one; 
although I am bound to say that as a medicine 
for depressions monetary techniques are far 
more effective when applied before rather than 
after the event. During the present depression, 
more deliberate use has been made of monetary 
devices and remedies than in any previous 
depression. This is largely to be explained by 
the great advances made in monetary theory 
and central banking practice during the post- 
war years and, in so far as Canada is concerned, 
by the fact that we have only recently been 
building up the necessary mechanisms for 
control. But monetary policy should not be 
regarded as a panacea. It can, at best, only 
create conditions favourable to sound develop- 
ment. In a constructive program it should 


merely take its place as part of a much larger 
whole. Fundamentally our need is an increase 
in our aggregate national income—an increase 
in material wealth, not a different yardstick 
by which to measure it. Real purchasing power 
consists in goods and services produced, not in 
the number of monetary tickets which are 
used to facilitate the exchange of these goods 
and services. 


NATIONAL INCOME 


An increase in our national wealth and in- 
come can best be secured by facilitating the 
production of the many things which Canada 
is best fitted to produce; and by exchanging 
these products on as large a scale as possible 
for products which Canada cannot advantage- 
ously produce. To these objectives the gov- 
ernment has been energetically devoting itself 
by opening up and expanding foreign markets 
for our basic products, by stimulating employ- 
ment in productive lines, and by endeavouring 
to eliminate uncertainty and fear which para- 
lyze initiative and retard industrial enter- 
prise. The success of these efforts is indi- 
cated in part at least—for I do not wish to 
claim for the government all the credit for 
the recovery which we have enjoyed— in the 
statistics which I have already given, indicat- 
ing encouraging expansion in nearly all lines 
of productive activity. These statistics are 
confirmed by preliminary estimates of the 
national income for 1936. By national income 
I mean the income of all the people of Can- 
ada—I am not using it in the sense of govern- 
mental income. These estimates indicate a 
total of $4,520,000,000 as compared with $4- 
094,000,000 in 1935. This is an increase of 
over 10 per cent in the national income, that 
is, the aggregate of the individual incomes of 
all the people. It is an increase in real pur- 
chasing power, created not merely by writing 
up a credit to ourselves in our national bank 
account but by providing profitable oppor- 
tunities for the production of goods and ser- 
vices. While there is still a substantial dis- 
tance to go, this advance, like the others whicl 
I have recorded, is impressive and gratifying 

In surveying the general outlook, however, 
we must not close our eyes to the fact that 
business cycles in their course from depres- 
sion to full recovery never completely con- 
form to an established pattern. We cannot 
deduce from past experience that the upward 
movement must inevitably continue or that 
it will proceed evenly and satisfactorily in all 
directions. The point I am making is this, 
that while the general movement is at present 
strongly upward, yet we must not lightly 
assume that we have solved our problems, or 
that we have by any means reached the stage 


where we can relax our vigilance or our econo- 
mies. We must not lose sight of the fact 
that, in certain fields, improvement has lagged, 
and that to a large number of our people the 
recovery of business has not yet brought the 
expected relief. In other directions there. is 
more than a suggestion of a mentality that led 
to the deplorable excesses in the late twenties. 
Greed and unreasonableness in industrial rela- 
tions are dangers that can paralyze our best 
efforts. There are forces unleashed in the 
recovery period that must be grappled with 
no less vigorously than those facing us in 
times of depression. These realities must not 
be neglected. Furthermore, disturbing factors 
in international relations still perpetuate 
much uncertainty in the world outlook. To 
these less favourable factors I wish to devote 
a few moments. 


CONSTRUCTION 


Apart from those sections of our agricultural 
industry which have suffered from the ravages 
of drought, the most conspicuous laggard 
among our major industries has been private 
construction. While there was a very slight 
improvement in total private building, and 
a moderate increase in residential and indus- 
trial building, the Bureau’s index for construc- 
tion activity averaged slightly lower in 1936 
than in 1935, and stood at the deplorably 
low level of 49-8. The value of contracts 
awarded amounted to only $162,000,000 as 
compared with an average of $428,000,000 in 
the prosperous years from 1925 to 1929. This 
is especially unfortunate in view of the fact 
that so large a proportion of our unemloyment 
is to be found in the construction trades and 
the industries dependent upon them. It was 
for this reason that the Home Improvement 
Plan has been devised and it is confidently 
hoped that during the next twelve months it 
will lead to a substantial volume of repair 
and modernization work which will transfer 
skilled craftsmen from relief rolls to pay-rolls, 
and at the same time serve to protect and 
increase the value of an important capital 
asset. the homes of our people. 


As already indicated, the betterment and 
extension of industrial plant and equipment 
should also make a larger contribution to 
employment and business activity during the 
present year. Improvement should also occur 
in the field of housing construction, long 
retarded by uncertainty as to continuance 
of employment and particularly by high real 
estate taxation. It is obvious, however, that 
these difficulties are in part at least the result 
of a vicious circle. Real estate taxes are high, 
for instance, because relief costs are high; 
relief costs are high because unemployment 


is heavy; and unemployment is heavy, to an 
important extent, because the building indus- 
try is inactive. Conversely, the building 
industry is inactive because all these other 
things are true. We are now reaching the 
stage in the recovery movement when this 
vicious circle must be broken. In my opinion, 
therefore, it behooves every branch of the 
construction industry, including the lending 
institutions which finance the repair and 
erection of houses, to study the facilities now 
available through the government’s housing 
programs and to use the utmost ingenuity in 
providing a sound product at a reasonable 
price and in selling that product to the 
ultimate consumer. Public works construction 
cannot be continued indefinitely on the scale 
of recent years without building up an 
intolerable burden for the future. If it must 
be kept up in the late stages of a recovery 
movement, what hope can there be that 
governments will be in a position to use 
public works requirements as a reserve against 
future depression? 

If the construction industry makes the 
effort which I have indicated, and if it receives, 
as it should, the hearty cooperation of the 
general public, the results will go far to 
solve the next problem with which I wish to 
deal, that of unemployment and relief. The 
Bureau of Statistics publishes monthly an 
index of employment which is reasonably 
representative of all industries. It is based 
on returns submitted by about 10,000 firms 
employing approximately 1,000,000 persons. 
After adjustment for seasonal variations, this 
index stood at 111-1 for January of this year. 
Compared with January, 1935, this represented 
an improvement of about 5 per cent. In the 
field of manufacturing, employment moved 
up 6 per cent. In lumbering and mining, as 
mentioned previously, it showed substantial 
gains, while wholesale and retail trade em- 
ployment in December was at the highest 
December figure on record. In the construc- 
tion and maintenance industries, however, the 
index showed an actual decrease of employ- 
ment which brought down the general average. 


EMPLOYMENT AND RELIEF 


The disheartening aspect of these figures, 
however, is the obvious failure of employ- 
ment to keep pace with the striking gains in 
business activity previously reported. Partial 
explanation of this is to be found in the 
substitution of full-time for part-time work 
and in the taking up of the “slack” which. 
previously existed as a result of redundant 
staffs maintained by many employers who were 
reluctant to dismiss employees not really 
needed. For the rest, the explanation rests 
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upon the progress of invention and the im- 
provement in technical and managerial pro- 
cesses. To this extent it is a phenomenon 
which is usually met with in the early stages 
of recovery from depression. As it indicates 
an increased efficiency in the productive 
mechanism, its results are not to be de- 
plored. Its ill effects are temporary; in the 
long run it increases employment by 
cheapening production and expanding con- 
sumer purchasing power. As recovery gathers 
momentum, increases in employment will 
tend to conform more closely to expansion 
in business activity. 

Still more disheartening to most observers 
is the failure of the numbers on relief to de- 
cline proportionately with the revival of busi- 
ness. The registration of relief recipients 
maintained by the National Employment Com- 
mission, the results of which are now avail- 
able on a preliminary basis for last month, 
indicates that as compared with January, 
1936, heads of families on relief rolls in Janu- 
ary, 1937, had decreased by § per cent and the 
total number of individuals on relief by 5 
per cent. Excluding those on relief in the 
drought area, the respective declines were 11 
per cent and 74 per cent. These decreases 
are of sufficient importance to confirm our 
belief that with expanding activity, industry 
will be able to re-absorb at least that portion 
of our relief recipients who are employable. 
However, to those observers who look for an 
early end to the relief problem the decline 
during the past year will appear discouragingly 
small. In addition to the factors mentioned 
above, the explanation for the slow rate of 
reabsorption is to be found in the fact that 
the new jobs opening up are being taken in 
large part by persons who were unemployed 
but not on relief, and by the new recruits 
who annually leave our schools and colleges to 
join the ranks of industrial workers. 

It is probably true, Mr. Speaker, that a hard 
core of unemployment and relief will always 
remain. Doubtless there will be a number of 
those in the higher age brackets, who have 
been on relief for several years, who may 
be permanently “unemployable.” Even in 
the best of times, we have always had unem- 
ployment, but the unemployed have not 
been “in the statistics’ nor a charge upon 
public funds to the same extent as to-day. 
The depression will leave us with a new 
problem which will demand new methods of 
treatment from the appropriate authorities. 
§ I am convinced, however, that in the poli- 
cies now being followed and in the economic 
forces now working with increasing momentum, 
the present and major problem will rapidly 
be reduced to manageable proportions. The 
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real solution must come, and is coming, 
through the expansion of private enterprise, 
based on conditions favourable to the more 
extensive development of our primary and 
other industries. The fostering of private 
construction along sound lines, as already 
indicated, will also make an important con- 
tribution. As real purchasing power thus 
created becomes more broadly diffused through- 
out our economy, we will find the problem 
of relief dwindling in its proportions. In 
the meanwhile, the situation also demands 
important supplementary activities such, for 
instance, as the National Employment Com- 
mission is sponsoring as part of its contribu- 
tion to the solution of this national problem. 
I refer particularly to the farm placement 
scheme, the Home Improvement Plan, the co- 
ordination of the efforts of various govern- 
mental bodies and private organizations with 
regard to youth, the organization of com- 
munity cooperation, and measures designed to 
bring about a more efficient and economical 
administration of direct relief. 


SPECULATIVE ACTIVITY 


It may seem ironical for me to sound a 
warning about a problem of prosperity whilst 
we are still harassed by the problems of de- 
pression. Evidence is accumulating, however, 
of the prevalence of a state of mind which 
justifies a warning signal. If we may judge 
by the activity in brokerage offices, the rapid 
rise in stock market prices, and the ratio of 
stock prices, particularly in some sections 
of the market, to nearby earnings and divi- 
dend prospects, we are forced to recognize a 
revival of that get-rich-quick spirit which 
proved so disastrous in the pre-depression 
years. As business activity increases and 
especially if the commodity price level shows 
a rapid rise, this speculative fever is likely 
to become more widespread and more hectic, 
creating false standards of value and an un- 
balanced development with their inevitable 
aftermath. It is not too early, therefore, to 
call attention to these potential dangers and 
to express the hope that adequate measures 
may be taken with sufficient promptness to 
keep unsound developments in check. The 
Bank of Canada has the power to control 
the total volume of credit in circulation, but 
if the amount of credit flowing into the special 
channel of speculation is to be regulated there 
will be needed the effective cooperation of 
the stock exchanges and the banking institu- 
tions which will be called upon increasingly 
to finance speculative activity. We are, I 
hope, too close to 1929 to forget the neces- 
sity of ordered progress and well-balanced 
development. 


INTERNATIONAL SITUATION 


Finally, a word as to the international 
situation. On the financial and economic side, 
the year has brought much of encouragement. 
Perhaps the most significant development ‘in 
this connection was the devaluation of the gold 
currencies of continental Europe. After years 
of resistance, during which continuing defla- 
tion in an important area constituted an im- 
portant barrier to world recovery, most of 
these “gold bloc” countries finally took the 
inevitable step and adjusted their monetary 
units in order to correct the overvaluation of 
their exchanges. In this operation they were 
assisted by an international understanding 
that the United States, Great Britain and 
France would use all available means for 
keeping their currencies approximately stable 
in terms of each other. This cooperative 
agreement, which Holland and Switzerland 
have since joined, marks a notable advance 
in international collaboration in the field of 
monetary management. Not only has the de- 
valuation thus effected with international sup- 
port resulted in a greater degree of stability 
and certainty in exchange rates but it has 
placed the economic structure of the gold 
bloc countries in a position of better equili- 
brium with other countries, an essential condi- 
tion for sound world recovery. It has also 
removed one of the major reasons for the 
exchange controls, quota arrangements and 
other restrictions which have been strangling 
international trade. Already some tentative 
steps have been taken in certain European 
countries to relax tariff barriers and trade 
restrictions. International trade has felt some 
impetus from this stimulus as well as from 
the greater stability in exchange markets and 
particularly from the rise in world prices for 
primary commodities. 

World trade as a whole, however, has not 
made the progress which one might have 
hoped for, and in some areas there are still 
evidences of financial or economic strain. 
Nevertheless, in most countries, as in Can- 
ada, the signs point to continued progress if 
only peace can be preserved and_ political 
friction reduced. Looking back on 1936, how- 
ever, one cannot pretend that political pro- 


gress has kept pace with economic improve- 
ment. War and the fear of war appear to 
loom larger in men’s eyes than at any time 
in recent years. Rival ideologies clash in 
the press and the chancellories of Europe; 
doubt appears to have been cast for the 
moment at least upon the value of coopera- 
tive undertakings and the sanctity of inter- 
national commitments; and an increasing pro- 
portion of national income goes into ex- 
penditure for armaments. Regret it as we 
must, realism compels us to face the facts 
squarely and take these potential dangers 
into our reckoning when we look to the future. 
Perhaps the best hope for peace lies in the 
fact that the dangers are so clearly realized. 
Where all can see the danger it may not be 
too much to hope that sufficient wisdom will 
be found among the nations to avert catas- 
trophe. 

I propose on this occasion to defer the 
review of the growth in our foreign trade and 
also of our treaty negotiations with other 
countries until I have discussed the public 
accounts for the year. 
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ACCOUNTS, 1936-37 


With reference to the government accounts, 
may I first point out that, because of the 
early date at which the budget is being 
brought down, the figures which I shall pre- 
sent for the current fiscal year ending March 
31 next are estimates only. I trust that our 
estimates of revenue and expenditure will 
be very close to the actual results disclosed 
when the books for the year are closed, but 
it will be recognized that they are approxi- 
mations only and, also, that it is especially 
difficult at this time to present our annual 
balance sheet. 

Following the procedure of last year, I 
shall first, with the permission. of the house, 
place on Hansard a number of tables giving 
a complete summary of revenues and ex- 
penditures under the various categories and 
of the total deficit or increase of net debt 
for the current year, together with compara- 
tive figures for the four preceding fiscal years. 
The tables follow: 


GOVERN MENT 


STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(000 omitted) 


1932-33 1933-34 1934-35 1935-36 | Estimated 


1936-37 
$ $ $ 
Tax Revenues— . : 
Customs Import duties..........0<sceene- 70,073 66,305 76,562 74,004 81,500 
NRG CUTTIOES ts or. o nard der eatcstesalaiel nts ome 37,834 35,494 43,190 44,410 45,500 
War tax revenues— 
CEE RE SAPS Seine Mera ee teense 1,328 1,336 1,369 1,281 1,255 
Insurance companies. .............0000: 826 742 750 761 763 
Income | a NRO | APRON RIE hese). Sys 62,067 61,399 66,808 82,710 102,000 
eG CRE See so hess wk een eon hae 56,814 61,392 72,447 77,552 115,500 
Manufacturers’, importations, stamps, 
transportation taxes, etc............- 25,377 45,184 39,745 35,181 38,100 
JC IESE 6! Co ree Rein Ae mimep carter Eres —_ — 3,573 1,413 — 
Total Tevenie (rom LAXeSi 54.006 c <3 dann 254,319 271,852 304,444 317,312 384,618 
Non-Tax Revenues— 
Menddd Crain Aobes :2) cose ecto gone 1,445 1,236 1,205 Tis 1,402 
Nonrinid a \GAReLbe ns ua 44s en oes eee 74 56 47 49 49 
EES 1 ES i Ca Oi bite errr ir 831 878 838 890 1,782 
(Deter 4 poe ee een RESO REE me ALCS 3,205 3,622 4,337 4,636 5,432 
CANS TEENUC. occa he ael as == canis 9 6 6 6 
WOSra msn Wands. 9%. tedsckiecee eres eee 459 419 516 458 475 
PUlSchmCiiiH. Meee soon: kee aise vs eee 298 440 485 542 615 
Fines and forfeitures. ..........000seeeee: 212 178 90 295 392 
WERNCTIONT Toca t Ah oncir tae on cisie signee 5 39 43 42 54 
Glan danpedtion ss eves ath wee eee 84 76 96 91 90 
Insurance inspection. ...........s-eeeee0s 160 149 139 147 152 
Tnterest’on investments... cic. ccs aeons 11,221 11,148 10, 963 10,614 11,218 
aris Pree see eee pte 178 208 2 222 223 
Marmres S00. «2. << cack sate eennaneeeosen 180 188 181 187 204 
Military College... < 0. <i esine cosas 4-mainc 20 20 20 20 20 
Militia pensions revenue... .........+++-- 166 165 174 178 183 
Wrdnance (ands... 25 <1 reac. ssw ses vere 17 18 16 16 17 
Patent and copyright fees................ 539 429 426 455 455 
PORISONGIATION. < 5 oops eon eae eee reese 121 98 74 68 5 
PospOmre st .. oes: ose ean ee nee elas ois 30, 928 30,893 31,248 32,508 34,310 
Premium, discount and exchange......... 146 — 752 36 — 
Paiblic WorkS. <i>. «5 sccsoemed qoerscu ean 213 250 254 251 221 
sic LECCUMER cai de aaah a eee ee 1,404 1,291 1,487 1,574 1,000 
R.C.M.P. officers’ pensions............-- 12 12 9 11 14 
Weights and measures..........+--ssee0- 394 400 407 401 406 
52,821 52,219 54,031 54,910 58,770 
Total ordinary revenues. .......-.seseeeees 306,640 324,071 358,475 872,222 443 , 388 
Special Receipts— 
Sundry receipts...........ceeereeeeee eens 4,490 409 3,397 320 8,125* 
| 
Other Credits— 
Refunds on capital account............5+: 500 90 80 naif 565 
Credits to non-active accounts. ........-- 105 91 21 27 45 
Total Receipts and Credits...........+++-- 311,735 324,661 361,973 372,596 452,123 


* Includes $8,000,000 from Canadian Wheat Board to be taken into the accounts as an offset, in part, to the 
disbursements in 1935-36 re losses on 1930 wheat pool and stabilization operations. 
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- STATEMENT OF EXPENDITURES BY DEPARTMENTS FOR 
THE LAST FIVE FISCAL YEARS 


(000 omitted) 
Ordinary expenditures 1932-33 1933-34 1934-35 135-0) | eae 
$ $ $ $ $ 
PNOTICULCULO, AURMEeEsta ss Ch EPA Oe cor eer 8, 066 6, 996 7,107 9,399 8,929 
Auditor General's Otice.2 5...) sss eses se 380 376 377 429 423 
Civil Service Commission............0....- 244 221 221 259 308 
External Affairs, including Office of Prime 
IVETISHET fon MeN tee oo oi: MERE es Decent aces 863 974 1,427 1,290 1,381 
Finance— 
Interest on bublic’ Debt.s. 2. ae os. « demir ne 134, 999 139, 725 138, 533 134, 549 137,405 
@ost.of Loan Blotationsi...co.s-.0se 1, 639 2,550 2,890 ROY (7 3,900 
Premium, Discount and Exchange (net). . _— 167 — -- 300 
Subsidies to brovinces..s..-...2.. 000+... 13,677 13,728 13,769 13,769 13,769 
Special Grants to Provinces.............. 1, 600 1,600 1, 600 3,975 3,220 
Other Grants and Contributions.......... 499 396 467 736 643 
Civil pensions and superannuation......... 1,098 1,032 943 854 797 
Government contribution to Superannua- 

HIONSRUING er ener aoe we ae er ape ote 2,270 1, 986 1, 948 1,875 2,025 
OldFAcowPensions...cnsseie ee oceans 11,513 12,314 14,942 16, 764 22,500 
General Expenditure.................<+.. 2,050 3, 152 3,939 3, (30 3,667 

HSN ETICS See aeicias Ce heres rad emer 1, 787 1,596 1,641 1710 1,750 
Governor General’s Secretary’s Office...... 136 136 133 138 144 
Immigration and Colonization.............. 1, 689 1, 374 1, 269 1,322 1,333 
indian Aiiairs eh 8 poo Pere canes ee 4,499 4,380 4,362 4,869 4,921 
SATAN GEM ener ee eee eee eee 161 152 156 163 175 
TinberiOn je eee eee eet cee eee 3,503 2,857 2,750 2,939 2,963 
SUSbICO aN emer En ee eos! ee ee 2,691 2,711 2,718 2,748 2,780 
Renitentiaricgnss-andahin see. ve eee 2,870 2,677 2,667 DAME 2,449 
4 BENG vos Th antutraad cee Re enh em cas a eee Siena Ri a 605 561 581 660 725 
shochnicaliiducathione meee teen te 202 129 91 99 100 
Government Annuities—Payments to 
AKA PLNG LES CIA Ne OF Hdutloadoanoen ee 289 184 146 272 541 
Legislation— 
ELOUSE.O1 COMIN ONS sy Pesan eee 2,210 986 1,796 1,486 1,749 
Wbibrary.of karliameont es eee eee eee 65 69 71 76 idl 
DONATO SR ccs ey oc cenlateeyenseve he Gree 747 286 491 491 599 
Goneralien eee ayes Sere eee eee 81 62 95 55 75 
Dominion Franchise Office............... — — 1,545 498 46 
Chief Electoral Officer, including elections 56 32 146 1,089 80 
Migiriine Gana ane cats ok Bea ee ee i Rie 5,802 5,439 5, 742 5, 857 SOR 
Canadian Radio Broadcasting Commission 149 1,025 1,249 1,500 878 
Mines and Geological Survey............... 1,049 909 965 1,040 1,180 
Movement of Coal and Domestic Fuel Act... 1,220 ite 2,124 2,103 2,304 
National Defence— 
Militia service setae Berra te eee 8,719 8,773 8,853 10, 141 11,416 
INawaliservicessstt A eet ee ee 2,167 2,171 Ug Dy 2,380 4,851 
IT GR VICe Teer 5a Piet gee ae oaran Test 1, 685 2208 oh CHEE 6, 229 
SUMCIVa SERV COS sea) hen taney ene Liss 847 847 879 1,001 
National Revenue (including Income Tax),. 10,846 10, 360 10, 166 10, 963 11,272 
Pensions and National Health— 
Treatment and after-care of returned : 

BOlIera tere Sra doan tee coe eae en 10,511 9,571 10, 127 11,060 12,041 
Pensions, War and Military...... 44,183 42, 923 43, 232 42,790 43,092 
ealthe Division. .eee ere: ie en emia 924 802 809 993 880 

Rost OMmce nem cutancr entree <r ate 31,607 30, 554 30, 252 31,4388 32,417 
IPTV Va OUNGII Rast y wert earners ae rene 47 49 46 46 46 
DU ICRARCHIVes ean cr eter rrr tens 174 157 209 165 167 
Public Printing and Stationery............. 231 172 368 169 175 
Publicgyorlks er aucun. eater ey Meoenen: 13,108 10,827 9,905 12,945 14, 643 
Railweaysand Canalavetey earn aa nn ne 3, 684 3,315 4,581 4, 250 4,204 
Maritime Freight Rates Act............. 1,922 1,989 2,529 2,348 2,420 
Railway Grade Crossing Fund...... 318 310 275 128 104 
Royal Canadian Mounted Police........... 5,820 5, 528 5,970 6,165 5,910 
Secretary oustatarn eer ee amen 606 387 3895 705 649 
Soldiem Settlement... ..cssaseck one enone 819 810 746 762 858 
Trade and Commerce...... 3,276 3,007 3, ODT 3,458 Onlin 
Canada Grain WN 6) Keren tte, errcic aia Blottae ratte 2,026 1,759 1,679 1,848 1,827 
Mail Subsidies and steamship subventions 2,082 Dahl 2,274 2,426 2,077 
Total ordinary expenditure....... 354, 643 351, 771 359, 701 372,539 391, 860 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS FOR THE LAST FIVE 
FISCAL YEARS—Continued 


(000 omitted) 


Estimated 
a 1932-33 1933-34 1934-35 1935-36 1936-37 


CaritaL EXPENDITURE $ $ $ $ $ 
US DR ee SR eS e: Pini ySt rise. 6 gy <). 308 3,156 1,986 338 458 52 
UU COT ie Bereta Re neh te. 1,659 754 526 287 217 
Pa ITS WY OF Pcie othe 5. soa Pee Ce a es 4,234 3,840 6, 243 5,799 3,178 
Total capital expenditures...... 9,049 6,580 7,107 6, 544 3,447 


SpreciAL EXPENDITURES 


Unemployment Relief Act, 1930............ 548 4 2 26 —_ 
Unemployment Relief Act, 1931............ 17,048 564 52 26 — 
Unemployment Relief Act, 1932............ 19,125 6,948 399 111 — 
Unemployment Relief Act, 1933............ — 28,382 2,420 494 _ 
Unemployment Relief Act, 1934............ — _ 49,114 1,152 _— 
Unemployment Relief Act, 1935............ _ _ _ 48 027 — 
Unemployment Relief and Assistance Act, 
1936— 
Administratoness<..¢ da etrornsersa se bare es — — — -- 225 
Grants-in-aid to Provinces............... _ — — — 28,930 


Dominion share of joint Dominion-Pro- 
vincial projects— ‘ 
Projects undertaken prior to March 


St $080 Wane ak os anna oh.s sae oes — -- _— _— 3,700 
INGWUE SOIGRES bocce c ao ame en ae cee _ _ =_ _ 9,117 
Transportation facilities into mining 

eres fe } Sacia's «sites backic® MERE een —_— _ _ _ 1,342 

Railway maintenance............-.s0++.- _— —_— _— _ 2,750 
36,721 35, 898 51, 987 49,836 46, 064 


Special Drought Area Relief— 
Direct Boel. 52.500. Rea teet eat eeees _- — — 
Feed and fodder and freight thereon...... = — _ = 4,160 
Freight charges on movement of cattle... — — _ 


Dominion Projects (Special supplementary 
estimates)— 
Projects undertaken prior to March 31, 1936 —_ 
New projectenicasienesvns cases seers ren — 
WRIBAOUANANE ccc oes cerieees pie aceaee — 
Public Works Construction Acts............ — 
Wihertk Bonus .o.. 0... sens dolcegemse See nae 1,81 
1930 Wheat Crop Equalization Payments 


ay 


operations— : 
Payment to Canadian Wheat Board of 

net liability assumed as at Dec. 2. 1935. _ — — 15,856 fost 
Loss on 1930 oats pool under guarantee of 

bank advances to Canadian Co-opera- 

tive Wheat Producers Limited......... _ _— —_ 174 =e 


Total special expenditures...... 38,532 35,898 60,660 102,047 80,429 
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STATEMENTS OF EXPENDITURES BY DEPARTMENTS FOR THE LAST FIVE 


FISCAL YEARS—Conceluded 


(000 omitted) 
— 1932-83 | 1933-34 | 1934-35 | 1935-36 | Estimated 
$ $ $ $ $ 
GOVERNMENT OWNED ENTERPRISES 
Losses charged to Consolidated Fund— 
Canadian National Railway System, ex- 
eastern lines? Peo mock feekoh oo mecr eee 53,423 52,264 42,590 41,796 37,449 
IR ASEOTNLIES mace tanmericcretreec eau sieeerarerarcterceners 8,717 6,692 5,818 5,625 5,854 
Canadian National Steamships........... — — — 270 — 
National Harbours Board................ —_— — —_ 1,126 250 
Total charged to consolidated 
fundicc) a cemyce sacra ee 62,140 58, 956 48,408 48,817 43,553 
Loans and advances non-active— 
Canadian National Steamships........... *1,382 *14 487 *323 *1,500 
Harbour Comimiissionss.aqes i. cee ss eee 4,897 2,110 1,242 2,456 2,419 
Accounts carried as active assets trans- 
ferred to non-active assets.............. **6§2,938 a - — — 
Total non-active advances...... 66, 453 2,096 1,729 R123 919 
Total government owned enter- 
VISOS dae is hts arom eee ee 128,593 61,052 50,137 50,940 44,472 
OrHER CHARGES 
Write-down of assets chargeable to Con- 
solidated Fund— 
Reduction in soldier and general land 
SectlementeLOansa ene ee emer eee rare _ 1,766 469 488 500 
Yearly established losses in seed grain 
and relief accounts—Department of 
terior eacenyscmeer.« cee cee cree hiana mee 106 91 21 Dik 45 
Non-Active Accounts— 
Canadian Pacific Railway advances 
GRGLIGIAAG ts) esanredagesianra teas ai atatontorets 1,447 1,000 _— — = 
Active assets transferred to non-active... — —_— 11 —_ +18, 765 
Total other charges............ 1,553 2,857 501 515 19,310 
Grand total expenditures....... 532,370 458,158 532,585 539,518 


478,106 


ee 


* Credit. 


** Canadian National Railways—Loans for 1931-32 $41,121,000; Sundry harbour commissions—Advances 


prior to 1932-33 $21,817,000. 


} Dominion contribution to Debt Adjustment Program being effected in Provinces of Manitoba and 
Saskatchewan respecting Drought Area Relief that was financed by the Dominion to Jan. 1, 1935—Manitoba 


$805,000, Saskatchewan $17,960,000. 
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SUMMARY OF REVENUES AND EXPENDITURES 


(000 omitted) 
= 1932-33 | 1993-34 | 1934-35 | 1935-36 | Estimated 
7 : 1936-37 
$ $ $ $ $ 
Ordinary BEPCHOAIGIEESs © yeu h cicccn se rEmnemte 354, 643 361,771 359, 701 372,539 391,860 
Seromiary TEVEDUCS, 6.2... 270.k seed ose seme 306, 640 324,071 358,475 372, 222 443, 388 
Deficit (—) or surplus (+) on ordinary 
WSR ITIS oi «ro runes asu.c <4 eee be tee —48,003 | — 27,700 — 1,226 - BY 4 + 51,528 
Ppecisl expend irs: ...44 6 cscviavancwe one es 38, 532 35,898 60, 660 102,047 80, 429 
Teak specitil Peoeipta..., ssica +03 vr terest 4,490 409 3,397 320 8,125 
PE SPRLERIECOG Sic Wc lelcis taro corr oes uns qh oegeree gate eee 34, 042 35, 489 57, 263 101, 727, 72,304 
Add—Capital expenditures................. 9,049 6, 580 7,107 6, 544 3,447 
- Government Owned Enterprises..... 128,593 61,052 50,137 50, 940 44,472 
si Other eharges; sed: os soiw ones = Se 1,553 2,857 501 515 19,310 
173, 237 105, 978 115,008 159,726 139, 533 
Lessiother creditse is. - 2. 2e550- 2-- 2m oe 605 181 10) 54 610 
172, 632 105, 797 114,907 159, 672 138, 923 
Add deficit or deduct surplus as above.... 48.003 27,700 1,226 317 51,528 
Total deficit or increase of direct net debt 220,635 133,497 116,133 159, 989 87,395 


a 


REVENUES 1936-37 


For the year as a whole, we estimate that 
total revenue from taxation and all other 
sources will aggregate $452,123,000. This total 
is almost $80,000,000 in excess of that for the 
preceding fiscal year and is exceeded by the 
revenues of only one other year in the history 
of the dominion, the fiscal year ended March 
31, 1929, when total collections slightly ex- 
ceeded $460,000,000. Looking at it from an- 
other point of view, it represents an increase 
of 45 per cent as compared with 1932-33, the 
low year of the depression. While taxpayers 
may greet this news with mixed feelings, I 
think it will be generally accepted as a striking 
tribute to the recuperative powers of the 
Canadian economy and a convincing confirma- 
tion of the reality of the economic recovery 
which I have outlined in the earlier part of 
this address. A portion of this increase of 
course is due to the increased taxes imposed 
last year, but essentially, expanding govern- 
ment revenues reflect and confirm the increase 
in national income. 

The revenue from all tax sources will amount 
to $384,618,000, an increase of $67,306,000 over 
last year. To this increase, all our major forms 
of taxation contributed. 

The sales tax is now the largest single source 
of government revenues. For the year we 
estimate a total yield from this tax of $115,- 
500,000 an increase of $37,948,000 over the 


preceding year. As the rate of this tax was 
raised last year from 6 to 8 per cent, it may 
be estimated, assuming no retarding effect on 
business from the higher rate, that $28,875,000 
of the increase was due to the increase in 
rate and the remainder to the improvement in 
business activity and to higher price levels. 

The second largest producer of revenue was 
the income tax, which we estimate will yield 
during the current year $102,000,000. This is 
also a gratifying increase over the previous 
year—$19,290,000—and is attributable largely 
to the improvement in corporate and individual 
incomes, although the increase of 14 per cent 
in the corporate income tax rate is estimated to 
be responsible for approximately $5,840,000 of 
the increase. Of the total receipts, $58,400,000 
will come from corporations, $8,700,000 from 
the five per cent tax on interest and dividends, 
and $34,900,000 from the tax on individual 
incomes. 

Excise duties, imposed chiefly on liquors 
and tobacco, are expected to yield $45,500,000, 
an increase of slightly over $1,000,000 as com- 
pared with last year. 

Receipts from customs duties show an 
increase of almost $7,500,000. Last year you 
will recall that $74,004,000 was derived from 
this source as compared with $76,562,000 
during the preceding year. We estimate a total 
yield this year of $81,500,000. While this is 
still less than half the customs revenue re- 
ceived during 1929 or even 1920, the increase 


this year amounted to 10 per cent, and there 
is evidence of an increasing rate of gain during 
recent months. 

Special excise taxes will show an increase 
from $35,181,000 to $38,100,000. This increase 
is accounted for chiefly by increased. receipts 
from the 3 per cent special excise tax on im- 
portations and the tax on transfer of securities. 
There was a slight decrease in receipts from 
the tax on bank notes due to the statutory 
decrease in chartered bank note circulation. 

Non-tax revenues, that is, the revenues 
derived from investments and various depart- 
mental services, are expected to aggregate 
$58,770,000, an increase of $3,860,000 over the 
previous year. The largest increase in this 
group will be attributable to Post Office rev- 
enues which are estimated at $34,310,000 as 
compared with $32,508,000 for the year 1935- 
36. The nominal surplus on Post Office 
operations is estimated at $1,893,000. In cal- 
culating this surplus we have included in ex- 
penditures of the department the cost of civil 
government. It has frequently been pointed 
out, however, that the Post Office accounts do 
not provide, on the expenditure side, for the 
rental value and other costs of premises occu- 
pied and equipment used, nor on the revenue 
side do they include any credit to the Post 
Office for services rendered to other depart- 
ments through the free use of the mails. 

During the current fiscal year, we estimate 
that special receipts and other credits will 
total $8,735,000, as compared with $374,000 the 
previous year. This is mainly accounted for 
by the fact that we expect to take into our 
revenues $8,000,000 received from the Canadian 
Wheat Board which will represent an offset 
in part to the disbursement of $15,856,000 
which we provided for last year to recoup the 
Board for the net liability assumed when it 
acquired the wheat and wheat contracts held 
by Canadian Cooperative Wheat Producers 
Limited in connection with the 1980 wheat 
pool and stabilization account. It is a matter 
of congratulation that a liability to our na- 
tional finances of menacing proportions has 
been removed. At the close of the last fiscal 
year the position was such that the govern- 
ment felt it essential not only to pay to the 
board the $15,856,000 referred to above, but 
the further substantial liability shown on the 
board’s books on the basis of closing market 
prices on March 31, 1936, made it appear 
almost inevitable that an additional heavy 
loss would have to be provided for again this 
year. We were criticized for the provision 
then made. We were told that we should 
await the complete disposal of the board’s 
holdings before providing for any losses. It 
seemed to me, then, and it seems to me now, 
that it was only the part of ordinary business 
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prudence to make at least a partial provision 
for what appeared likely to be a heavy loss. 
No one is happier than I am to-day to be able 
to welcome back to the treasury, as a result 
of good luck and sound policy, a portion of the 
funds then disbursed. 


EXPENDITURES—1936-37 

In dealing with expenditures, I wish to 
emphasize again the importance of concen- 
trating on the aggregate of our expenditures 
of all kinds and on our over-all deficit rather 
than on ordinary expenditures and the surplus 
or deficit on ordinary account. However, for 
the purpose of analyzing details and making 
comparisons with previous years, I shall first 
present the expenditures under the five main 
categories in which they are now classified in 
the public accounts. 


ORDINARY EXPENDITURES 


The ordinary expenditures for the year are 
estimated at a total of $391,860,000. This is 
$19,321,000 in excess of the expenditures for 
1935-36. As ordinary revenues are estimated 
at $443,388,000, the so-called surplus on ordin- 
ary account would be $51,528,000, as compared 
with a deficit on ordinary account last year 
of $317,000. As I have indicated, however, 
this surplus on ordinary account has only 
slight significance under present conditions. 

The largest increase in ordinary expenditures 
is in the cost of old age pensions, which are 
estimated for the current fiscal year at 
$22,500,000, as compared with $16,764,000 last 
year. Most of this increase of $5,736,000 is 
explained by the participation this year for the 
first time of the provinces of Quebec and New 
Brunswick in the old age pensions arrange- 
ment. Other important increases were 
$6,320,000 in the cost of national defence 
(including civil aviation) ; $2,856,000 in interest 
on the public debt; $1,698,000 in ordinary 
expenditures on public works; $1,889,000 in 
the expenditures of the Department of Trade 
and Commerce; and finally, an increase of 
$979,000 in the ordinary costs of Post Office 
operations. 


CAPITAL EXPENDITURES 


Total expenditures charged to capital 
account will amount to only $3,447,000, a 
decrease of $3,097,000 as compared with the 
year 1935-36. The chief item is $3,178,000 for 
public works construction. i 


‘SPECIAL EXPENDITURES 


We come now to that important group of 
items which are classified as special expendi- 
tures, and which this year relate solely to 
disbursements made for unemployment relief 
purposes. During the year 1936-37 special 
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expenditures are expected to aggregate 
$80,429,000. The decrease of $21,618,000 as 
compared with the total for 1935-36 is wholly 
explained by the absence this year of any 
disbursements for grain marketing losses. 
Under the Unemployment Relief and Assist- 
ance Act, 1936, total expenditures are expected 
to reach $46,064,000. Of this total $28,930,000 
will be accounted for by grants-in-aid to the 
provinces for direct relief; $14,159,000 by the 
dominion’s share of joint dominion-provincial 
projects; and $2,750,000 by the cost of the 
special railway maintenance program which it 
will be recalled was designed to provide work 
for single homeless unemployed men formerly 
taken care of by the relief camps. 

The serious drought which developed in 
the three Prairie provinces last summer neces- 
sitated relief on so extensive a scale that 
the government felt obligated to regard the 
condition as a national emergency and as 
one therefore which called for special dominion 
assistance. To meet this unforeseen and emer- 
gent problem, funds were appropriated by 
governor general’s warrants to a total amount 
of $12,240,000 in order chiefly to pay for 
the cost involved in purchasing and dis- 
tributing feed and fodder for live stock in 
the drought-stricken area and the cost of 
providing direct relief to families living in 
the area. Agreements were entered into with 
the three provinces under which the dominion 


agreed to bear 100 per cent of the cost of 
direct relief in the drought area as defined, 
100 per cent of the cost of feed and fodder 
for live stock, and 50 per cent of the cost 
of moving live stock into other feeding areas 
and of the losses inyolved in shipping low 
grade cattle out of the drought area to pack- 
ing companies for conversion into tankage and 
boneless beef. These agreements contained 
special provisions for the protection of the 
government through the assistance of repre- 
sentatives of the Comptroller of the Treasury’s 
office located in the three provinces. It is 
now estimated that the expenditures under 
this program will not exceed $9,741.000 by 
the close of this fiscal year. Of this amount 
$5,490,000 will represent the cost of direct 
relief and $4,251,000 the dominion’s share of 
the cost of feed, fodder and freight charges. 

The cost of dominion projects carried on 
under authority of the special supplementary 
estimates for 1936-37 aggregated $24,624,000. 
Of this total $17,360,000 represented the cost 
of projects undertaken prior to March 31, 
1936, and $7,264,000 the cost of new projects. 

The following table, which J will place on 
Hansard, compares the expenditures made or 
to be made for direct relief and various un- 
employment relief projects during the present 
fiscal year, with similar expenditures incurred 
in the preceding fiscal year. 


Unemployment Relief Expenditure 


Estimated 

1935-1936 1936-37 

Grants-in-aid to provinces.. .. «+ «+ 0 «6 20 se se oe $26,274,875 $28,930,000 
Dominion’s share of joint dominion-provincial projects... .. 10,700,526 14,159,000 
Railway maintenance: works. 0.296.) 27.0) we es Sele eee = BOR sxe 2,750,000 

Dominion projects: 

Department of Public Works.. .. .. . 17,895,218 10,314,000 
Department of National Defence...» se ++ + ee => os 10,201,468 4,322,000 
National Harbours Board and Department of Marine.. .. 5,437,008 5,375,000 
Department of Interior... .. 2. «+ s+ oe oe we oe oe 2,294,291 1,879,000 
Department of Agriculture... .. .. .. «+ «. 238,500 1,049,000 
Department of Railways and Canals.. .. .. . 942,689 539,000 
Miscellaneous and sundry departments.. .. . 1,431,681 1,371,000 
Special drought area relief.. .. .. «+ -. oes 4,000,000 9,741,000: 
$79,416,256 $80,429,000 
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GOVERNMENT OWNED ENTERPRISES 


The next main category of expenditures is 
that of government owned enterprises in which 
is grouped the losses of and non-active ad- 
vances to government owned enterprises which 
are operated as separate corporations. 


Canadian National Railway Company 


Operating revenues of the Canadian Na- 
tional Railway Company increased about 
$13.400,000 in the calendar year 1936 over the 
corresponding figure for 1985, or 7°7 per cent. 
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However, operating expenses increased by 
the same ratio and the net revenue after 
taxes, rentals, etc., available for interest on 
debt was $6,600,000 as against $6,800,000 in the 
previous year. The increased operating ex- 
penses were due in part to the costs absorbed 
by the Canadian National Railway Company 
under the various government unemployment 
relief programs and increased wage rates. 
After applying the $6,600,000 available from 
earnings to interest charges of $49,900,000, there 
resulted a net income cash deficit of $43,300,000, 
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which amount has to be paid by the dominion 
and charged to dominion expenditure in the 
current fiscal year. This cash deficit compares 
with $47,400,000 for 1935, the improvement 
being entirely due to reduction in interest 
charges resulting from refunding of securities 
at lower rates of interest. 


It should be borne in mind that there are 
certain non-cash charges in the railway 
accounts which should be taken into account 
in reconciling the above-mentioned figure of 
cash deficit with the net loss for the year as 
shown by the annual report of the railway 
company. 

In addition to payment of the railway’s 
deficit, the government will advance $9,916,000 
by way of loan to the Canadian National 
Railways during the present fiscal year. This 
will be made up as follows: $7,053,000 on 
account of miscellaneous debt retirements 
under the 1936 budget, and $2,863,000 repre- 
senting cost of equipment purchased under 
the special supplementary estimates. Repay- 
ment of $395,000 was received on account of 
loans made in the fiscal year 1936 for repairs 
to equipment under the Supplementary 
Public Works Construction Act. 


During the fiscal year, the government 
made temporary loans aggregating $33,032,970 
to the company to meet called or matured 
debt, the major item of which was $24,220,000 
Grand Trunk 6 per cent dominion guaranteed 
bonds, which were redeemed on September 1, 
1936. These temporary loans together with 
loans aggregating $2,043,725 carried over from 
last fiscal year, were repaid from a public 
issue of dominion guaranteed bonds dated 
February 1, 1937, in the amount of $35,500,000. 
This issue was sold in two maturities: 
$15,500,000 21 per cent seven-year bonds 
yielding 2:39 per cent and $20,000,000 3 per 
cent fifteen-year bonds yielding 3-04 per cent. 


Canadian National Steamships 


During the fiscal year, the Canadian 
National Steamships returned $1,500,000 to 
the government. This was due mainly to the 
winding-up of the Canadian Government Mer- 
chant Marine. The amount of working capital 
and insurance fund that had been advanced 
as a non-active loan in previous years has 
been returned, in addition to the surplus of 
$343,000 accruing from operations during 1936 
prior to the sale of the fleet. The operations 
of the West Indies service in the calendar 
year 19386 showed an operating surplus, after 
payment of interest to the public, of $70,000. 
This is the first surplus recorded since the 
inauguration of the service and compares with 
a deficit of $270,000 in 1935. 


Harbour Commissions 


Assistance to harbour commissions appear- 
ing as expenditure in our accounts will total 
$2,669,000. This amount is composed of 
$250,000, representing the operating deficits of 
the harbour commissions at Halifax, Saint 
John, Quebee and Chicoutimi. The balance 
represents non-active advances of $443,000 for 
deficit on the Jacques Cartier Bridge, Mont- 
real, and $1,996,000 for refunding of obliga- 
tions of the harbour commissions at Three 
Rivers, Chicoutimi and Saint John, less 
refunds of $20,000 representing advances in 
previous years for capital expenditures at 
Halifax and Saint John. 

The operations of the harbours are con- 
ducted on a calendar year basis and 1936 
represents the first full year under which the 
management of the various ports previously 
administered by harbour commissions was cen- 
tralized. While the National Harbours Board 
was not appointed until October last, central- 
ized control has been effective since Novem- 
ber, 1935. Net operating income of these 
harbours before interest on investment and 
depreciation showed an improvement in the 
calendar year 1986 of $1,128,000 over the cor- 
responding figures for 1935. 


To sum up, the total amount treated as 
expenditures in our accounts in connection 
with the operations of the railways and other 
government owned enterprises operated as 
separate corporations was $44,472,000 as com- 
pared with $50,940,000 for the previous year. 
This is exclusive of such amounts as are 
carried in our accounts as active assets, to 
which reference will be made later. 


WRITE DOWN OF ASSETS 


During the fiscal year it is estimated that 
assets will be written down in the amount of 
$19,310,000. Apart from the normal write- 
offs in connection with soldier and general 
land settlement loans and seed grain and 
relief accounts, which altogether total $545,000, 
this write-off item of $19,310,000 is explained 
by the contribution which we propose to 
recommend to parliament should be made by 
the dominion in connection with a coopera- 
tive program for the adjustment of indebted- 
ness of farmers in the drought areas of Sas- 
katchewan and Manitoba. 

The proposal involves the writing off of 
provincial treasury bills held by the dominion 
as security for repayment of loans made to 
these two provinces to enable them to finance 
relief and seed grain expenditures in the 
drought areas during the period from May 1, 
1931, to January 1, 1935, plus such accrued 
interest thereon as has been capitalized. The 


amount involved will not exceed $805,000 
in the case of Manitoba, and $17,960,000 in 
the case of Saskatchewan. 

In the supplementary estimates for the cur- 
rent year authority will be sought to transfer 
these treasury bills in the government’s books 
from “active assets” to “non-active assets” 
as at March 31, 1937. Final write-off and 
cancellation by the dominion government will 
be made on receipt of proof that the two 
provincial governments, the municipalities con- 
cerned and the mortgage lending institutions 
which have made loans to farmers in the 
drought areas have also made the required ad- 
justments in~debt or tax claims, as the case 
may be, in order to provide relief for farmers 
who have suffered from prolonged drought 
conditions. 


SUMMARY OF EXPENDITURES 


If we add together the capital and special 
axpenditures, as well as losses of and non- 
active advances to government-owned enter- 
prises, and the other charges representing 
write down of assets to which I have just 
referred, we find that the grand total of ex- 
penditures for which the government is re- 
sponsible during the current fiscal year will 
aggregate $539,518,000. This is an increase of 
$6,933,000 over the grand total of expendi- 
tures for the fiscal year 1935-36. It should 
be remembered, however, that the total for 
1936-37 includes the abnormal item of $18,- 
765,000 representing the write down of loans 
made to Manitoba and Saskatchewan during 


the years 1930 to 1935. Had this item which 
relates to transactions of previous years not 
been included, our total expenditures for the 
current year would be $11,832,000 less than 
those for last year. 


PERCENTAGE DISTRIBUTION OF REVENUES AND 
EXPENDITURES, 1936-37 


In the following table an attempt is made 
to show the percentage distribution of revenues 
and expenditures for the current year. 
Receipts from various taxes and other sources 
of revenue are shown as percentages both of 
total revenues and of total expenditures. 
Similarly several of the main items of ex- 
penditure and groups of such items are shown 
as percentages both of total expenditures and 
of total revenues. The form of our esti- 
mates and appropriations, and the method of 
classifying accounts make it impossible to 
achieve precise accuracy in such calculations 
as those I am now placing on Hansard, and 
I hope that by another year we may be able 
to introduce such changes in our procedure 
regarding estimates and accounts as will make 
it possible to determine more accurately the 
real costs of the various important services of 
government. I think members of the house 
have long recognized the need for the change 
I suggest. However, the results shown in the 
table are sufficiently accurate to enable broad 
conclusions to be drawn as to the relative 
burdens imposed on the public treasury by 
several important services or obligations. I 
now place the table upon Hansard without 
further comment: 


PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1936-37 


(000 omitted) 
Percentage Percentage 
Revenues eed ) of total to total 
Revenues Expenditures 
Ordinary Revenue— 

ENGORNG EDRs Soa ose ee es CE oe ee Beate eect ecs $102, 000 92-56 18-91 
URLOROS DUIGIGR SE otro waa ays vv rs Oe Vc orasciein ih x ?o/are'a 81,500 18-03 15-11 
Teed: LGIBBs lies osc Rael we Pas Ta OO RN REM aviee's 45,500 10-06 8-43 
Sg i Pe ae en) 4 nS eee 115, 500 95°55 21-41 
Manufacturers’, importation, stamp taxes, etc........ 38, 100 8-42 7-06 
Po Ghiok TAK TRAV OUR cde esis vas cine oR na ha tole satay 2,018 +45 37 

Total Revenue from taxes..............++++: $384, 618 85-07 71-29 
Non-fax Revenues. .....icescvs cassssadeee’ 58,770 13-00 10-89 
Total Ordinary Revenues.............-s00 $443, 388 98-07 82-18 
Special Receipts and Crodita...........6.svceececevsineses 8,125 1-80 1-50 
Other Receipts and Credits— ; 
Refunds of capital expenditures and receipts on non- 
NOCIVO WOOOBNIB sons na caen ve wusenncsxweied foe 610 +13 -12 
Grand Total Revenues............2-+e+eeee- $452, 123 100-00 83-80 
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PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1936-37—Concluded 
(000 omitted) 


ee eee EE 


Percentage Percentage 
: Amount 
Expenditures : of total to total 
(estimated) Expenditures Revenues 
Ordinary Expenditures— 
Tarpaseynroeryanloyire Clo) oxiqn sab oone fe Fook saccucs aes socks $137,405 25-47 30-39 
Cost of loan flotations— 
Amortization of bond discount, ete.............. 3,900 -72 -86 
Charges of manacementanc seas a-iisci entree lair 197 “04 -05 
Motalpublic debt charges... - sore ses eer $141, 502 26-23 31-30 
Subsidies and special grants to Provinces............ $ 16,994 3-15 3-76 
OldPAmeHPenslOnS sneer emit ee sate 22,500 4-17 4-98 
Civil Servants’ Pensions and Superannuation charges.. 2,822 +52 -62 
Pensions and after-care of soldiers— 
Pensions, Warland military. .12.ss0 ness +. © $ 43,092 7:99 9-53 
Treatment, and after-care of returned soldiers... . 12,041 2-23 2-66 
6 Roget eee ae ea AERA st eho ona 26 Gores $ 55,133 10-22 12-19 
PN AMC HUGE, Pah come racing GOO Cae oD DAO DSCOS TOn otODKG 0 $ 8,929 1-66 1:97 
RISO RTOS yates cic.ove cietoeyacasnsieieteyentnslerniey teoelcvecorcacuste cetera 1,750 +32 +39 
HOW IS AUIOMe rane iycttaamicterccateteioastetl escters since ers cree 2,626 -49 -58 
MMinesand Resourcess ae wiciac aeee ccs cote cele ste)siers 12,701 2-35 2-81 
National Defence (including Civil Aviation)......... 23,497 4-36 5-20 
Bost: Onn Coan tays Ae aoa ert ieroch ae salons aise oners 32,417 6-00 7-17 
Public Workss 42.,acrotion cei pater oe mineeieere eet 14, 643 2-71 3-24 
ETP ATS DOT Ute ee eneree ial iertey aie toed ere olntcae uae etanratean Sees cre a0 13, 329 2-47 2-95 
VAI Ko theorist: se bc dhaiad Me cidetone ay sah iets ttc etlorete tebe tacks 43,017 7-98 9-51 
Total Ordinary Expenditures............. re $391, 860 72-63 86-67 
Capital Expenditures— 
(Qa Shee aera eich coaee hah Seems nt ponte neh cea tie ale $ 52 -01 -O1 
ExT WV EUSS fa oie: pen tuo cl eats Grantees ussergstenede sist soas here faeciltore ous 217 -04 -05 
PaublachWorksu poster a teen ae eter ssererae 3,178 +59 -70 
Total Capital Hxpenditures.........--..---.-. $ 3,447 +64 -76 
Special Expenditures— 
Unemployment Relief and Assistance Act, 1936— 
Grants-m-=A1d) LOM POVADCES: aoc cn otis teins $28 , 930 5-36 6-40 
INTRO CROLASSIS ANGE Serie ieee ier re orien 17,134 3-18 3-79 
PINGS feelin cotes autre Ars ook ec hchroan aero eee Perc pane $46, 064 8-54 10-19 
ID) Roybtealaknt nde MMe AAR ieee, Grier ec iemleeccen coco $ 9,741 1-81 2-15 
Dominion projects (special supplementary esti- 
TIM ALOR) eee ciate felavc cy Rattray valent care ee ae arias rane 24, 624 4-56 5-45 
Total Special Hxpenditures..dnesac «<se<5- 9 ~ $80,429 14-91 17-79 
Government Owned Enterprises— "' 
Losses charged to Consolidated Fund— 
Canadian National Railways............+-+--0- $43, 303 8-02 9-58 
National elanbours 2 08nd lucerne G7t eco ete 250 -05 -06 
Loans and Advances Non-active— _ 
National Harbours Board and Canadian National 
SCOMMSM ID Saaremaa aa eee erecta. steko 919 17 -20 
Total Government Owned Enterprises...... $44,472 8-24 9-84 
Other Charges— 
Write-down of assets to Consolidated Fund.......... $ 545 +10 +12 
Write-down of Active assets to non-active assets..... 18,765 3-48 4-15 
Rotali@phernt Ghearcoge- eee. mekeras ker be, cacee $ 19,310 3-58 4-27 


Grand Total Expenditures............:0.:.- $539, 518 100-00 119-33 


a 
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OVER-ALL DEFICIT, 1936-37 


Taking the total revenues for the year at 
$452,123,000 and the total expenditures at 
$539,518,000, it is apparent that there will be 


an over-all deficit for the fiscal year of 
$87,395,000. 
This, of course, takes into account the 


railway deficit as well as other expenditures 
for which the government is responsible. It 
compares with a total deficit last year of 
$159,989,000. It is better than the figure of 
100 millions deficit which I set as our goal in 
the budget last year. If we make allowance 
for the abnormal write-off of $18,765,000 which 
relates to the activities of previous years and 
also for the special receipt of $8,000,000 from 
the Wheat Board, it is indeed a very much 
beiter showing than we estimated a year ago. 

But while we have succeeded in cutting last 
year’s deficit nearly in half, and while we are 
able to show a substantially smaller deficit 
than in any year since 1930-31 when the deficit 
was approximately the same as for this year, 
I think it will be realized by all members of 
the house that the gap between our total 
income and our total outgo is still very broad 
and that it must be bridged at the earliest 
possible date. 


LOANS AND INVESTMENTS 
ACTIVE ASSETS 


In addition to provision for the expenditures 
of the year as outlined, account should also 
be taken of loans and investments made 
which we regard as active assets in the public 
accounts. For the year such loans and invest- 
ments are estimated at $36,785,000, excluding 
loans that may be made to provinces between 
February 15, 1937, and the close of the fiscal 
year on March 31. 


Loans to Provinces 


Loans made to the four western provinces 
which are the most important item in this 
category have shown a marked decrease during 
the present year. The Unemployment Relief 
and Assistance Act of 1936 restricted such 
assistance toa maximum amount measured by 
the provincial share of the cost of unemploy- 
ment relief and undertakings during Febru- 
ary and March, 1986, and under any agreements 
entered into pursuant to the act. Moreover, 
the act contemplated that any province de- 
siring such assistance should establish the 
necessity therefor, and in practice we have 
required the submission of detailed state- 
ments of the financial position of the prov- 
ince. 


Up to February 15, 1987, the net loans 
made under this authority have amounted to 
$10,892,235 as compared with $42,304,150 made 
during the preceding fiscal year. As of this 
date, loans made to the four western provinces 
under authority of the various relief acts were 
outstanding in the dominion’s books to an 
aggregate amount of $127,419,400. The totals 
for the various provinces were as follows: 
Manitoba, $19,415,855; Saskatchewan, $51,- 
898,717; Alberta, $25,759,748; and British 
Columbia, $30,345,080. It will be understood 
these figures relate to totals outstanding 
prior to the write-off referred to previously. 


I desire to place on Hansard tables showing 
the net loans made to each province during 
each of the last six fiscal years, and a classi- 
fication of such loans on the basis of the 
general purpose for which the loans were 


obtained. 


NET LOANS TO PROVINCES UNDER RELIEF ACTS BY FISCAL YEARS 


renee, Saskat- British 
— Manitoba Bhawan Alberta Golambsa Total 
$ $ $ $ $ 
jE: + ee ries a ns! 2,788, 812 10, 934, 341 4,097,740 4,813,124 22,634,017 
1932-33. . 5,171,904 7,578, 556 1,902,041 912,636 15,565, 137 
1933-34 2;273';,283 5,469, 240 4,050,743 1,321, 761 13,115,027 
1934-35 2,874,631 10,141,014 1,926,476 7,966,714 22,908,835 
1935-36 Care 2,396, 226 14, 245,478 13,104,000 12,558,445 42,304,149 
1936-37 (to Feb. 15, 1937)..... : 3,911,000 3,530,088 678,748 2,772,399 10,892, 235 
Net Loans Outstanding... . 19,415, 856 51,898,717 25,759, 748 30,345.079 127,419, 400 


a T 
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NET LOANS TO PROVINCES UNDER RELIEF ACTS CLASSIFIED AS TO PURPOSE 


See 


Loans Loans for 
Loans specifically for Provincial 
specifically agricultural purposes 
to meet relief generally moral 
— maturing including including 
obligations purchase public works 
and interest of seed and direct 
grain relief 
$ $ $ $ 
IM VAISS, co near demote he Sook 1,139,455 243, 400 18,033,000 19,415, 855 
Saskatchewans..c.asccnecr sce 3,934, 341 13, 892, 633 34,071, 743 51,898,717 
INN SYS uel ab scostnur coco Ipcutouor 8,577,000 3,152, 748 14, 030, 000 25,759, 748 
Brigishi@olumbidac- ue eis: 11,190, 509 _— 19,154,571 30,345, 080 
24,841,305 17,288,781 85, 289,314 127,419, 400 


Se ee ee eee 


OTHER LOANS AND INVESTMENTS 


Loans to Canadian National Railways for 
miscellaneous debt retirements, less repay- 
ments, already referred to, amounted to 
$4,614,000. Purchase of railway equipment 
for the Canadian National Railway amounted 
to $2,863,000 and for the Canadian Pacific 
Railway Company to $2,303,000. In addi- 
tion, $555,000 was loaned to the latter com- 
pany for railway betterment expenditures in 
connection with the government’s unemploy- 
ment relief program. 


During the fiscal year the government’s 
purchases of Canadian farm Loan Board 34 
per cent bonds will amount to $11,100,000, and 
of the board’s capital stock to $794,000. The 
total investment by the government of Canada 
in the Farm Loan Board will reach approxi- 
mately $28,684,000 at the close of the present 
fiscal year. 

The amount paid out by the government on 
loans approved under the terms of the 
Dominion Housing Act is expected to total 
$1,218,000 during the current fiscal year. The 


dominion’s share of such loans represents 20 
per cent of the lending value of each property 
financed under the act, and is paid out from 
time to time as required after loans are 
approved. 

During the year, $323,000 was advanced to 
the harbour commissions at Montreal and Van- 
couver. These loans are considered as active 
assets, as both commissions have paid a sub- 
stantial part of the interest accrued on their 
obligations held by the government. 

Under authority of the Bank of Canada Act 
Amendment Act, the government purchased 
102,000 shares of class B stock of the Bank of 


Canada, representing an investment of 
$5,100,000. 
Repayments of $2,977,000 were received 


during the year in reduction of soldier loans 
and loans to provinces for housing purposes. 

The following is a statement of the amount 
of loans and investments made during the last 
fiscal year, which are regarded as active assets, 
and the comparable figures for the four pre- 
ceding years: 
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LOANS AND INVESTMENTS, ACTIVE 


(000 omitted) ‘ 
= (Estimated 
1932-33 1933-34 1934-35 1935-36 1936-37) 
$ $ $ $ $ 
Canadian National Railways............... 14, 677 2,628 16,579 3, 689 614 
Canadian Pacific Railway................., ce es 11270 155 
Canadian Farm Loan Board................ 871 416 353 7,933 11,894 
Dominion Housing Act, Loans disbursed... _- -- 82 1,218 
Harbour Commissioners................... 650 1,677 393 1,438 323 
Provinces—under relief legislation.......... 15, 565 tee 1L5 22,909 42,304 10,892 
Spavinges—housing.o55. 1% 1 bs iniie wie + ges ee Cr. 139 |Cr. 213 |Cr. 397 |Cr. 3,003 |Cr 2,038 
Railway equipment purchased............. _— _ 7,244 5, 166 
Soldier and general land settlement......... Cr. Cr. 2,492 |Cr. 571. |Cr,; \ 1,054 ar. 939 
Bank of Canada—Purchase of class ‘'B”’ 
BRRGROS <.66 oo wderanay eemen meen = _— _ _ 5,100 
JN SS ae ee ee ee _ _ _ _ 
32,001 15,131 39,266 59,903 36,785 


LOAN FLOTATIONS 


During the fiscal year under review domin- 
ion obligations were issued to the amount 
of $382,996,000. In the case of treasury bills 
which have a three months’ maturity and are 
refunded as they mature each fortnight, only 
the increase in the total outstanding during 
the year is included in the above figure. 
These issues, to the extent of $311,000,000 were 
for the purpose of meeting maturities and the 
remainder was for the deficit and other current 
purposes. 

This financing was done at a very satisfactory 
cost to the government. The rates of interest 
on new issues were lower than those pre- 
valing on maturing issues, resulting in a con- 
siderable saving to the treasury in annual 
interest charges. At the close of the fiscal 
year, the average rate of interest on the 
fundel debt and treasury bills outstanding 
was 3°75 per cent as compared with 3-9 per 
cent a year ago. 

Loans were floated in both the domestic 
market and in the United States. The issues 
in Canada, exclusive of treasury bills, amount- 
ed to $267,.996,000. The first issue was made 
in June, 1936, to an amount of $134,703,000. 
This issue was essentially a conversion loan, 
only $20,000,000 being issued for cash, the 
balance being made up of conversions of 14 
per cent bonds due September 15, 1936, 2 per 
cent bonds due October 15, 1936, and 5 per cent 
bonds due November 15, 1936. The new issue 
was comprised of two maturities, 14 per cent 
four year bonds yielding 1°63 per cent and 
34 per cent thirty year bonds yielding 3-30 
per cent. Cash subscriptions were accepted 
only in respect to the latter maturity. 


The other major operation in the Canadian 
market was undertaken in September when 
a $100,000,000 issue was offered. This loan 
was also in two maturities; $45,000,000 1 per 
cent four and one-half year notes sold to 
yield 1:40 per cent and $55,000,000 3 per 
cent bonds (callable in thirty years) sold to 
yield 3-11 per cent. The issue of perpetual 
bonds in the Canadian market represented a 
new departure in dominion financing. It was 
intended as the initial step in a program 
which is designed to provide for the consolida- 
tion and simplification of our public debt 
structure. Another purpose which we had 
in mind was to facilitate the setting up, as 
soon as the condition of our national finances 
make it practicable, of a general sinking fund 
to provide for the gradual amortization of 
our long term debt on scientific lines. The 
response of the investing public to this ex- 
perimental issue indicated that perpetual 
obligations might prove . popular in Canada 
as they have long been in the United King- 
dom. In this connection, I believe that the 
house will approve the policy which we have 
been following of taking a‘vantage of the 
present period of low interest rates to get as 
large a proportion of our debt as possible 
into the form of long term obligations. 

The $33,293,000 5 per cent school lands 
debentures due July 1, 1986, and held by the 
provinces of Manitoba, Saskatchewan and 
Alberta were renewed for a further period of 
one year at an interest rate of 4 per cent. 

The fortnightly offerings of our treasury 
bills at public tender have continued to meet 
a highly satisfactory response during the cur- 
rent year. The present cost of this short term 
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money is around three-quarters of one per 
cent. The lowest rate realized by the govern- 
ment was -643 per cént on September 15, 
1936. The total amount of these treasury 
bills now outstanding is $150,000,000 as com- 
pared with $120,000,000 at the close of last 
fiscal year, and the average cost of funds ob- 
tained from this source during the year has 
been -775 per cent. It will be realized, how- 
ever, that our purpose in issuing treasury bills 
is not primarily to obtain the borrowed funds 
at such a very low rate but rather to provide 
an adequate supply of high grade, liquid 
credit instruments in order to make possible 
the organization of a more effective short term 
money market in Canada and to facilitate the 
essential operations of the Bank of Canada. 

It is a matter of common knowledge that 
the last two tax-free issues of the dominion 
floated during the war period will n.ature dur- 
ing the present calendar year. The first of 
these issues is the $89,787,000 5 per cent war 
loan bonds which are payable in Canada and 
New York and which fall due on March Ist. 
As it was believed that the major portion of 
this issue is now held by United States in- 


vestors, we entered the United States market 
in January to raise the funds necessary to pay 
off this issue at maturity. On January 21st 
we offered in that market an $85,000,000 issue 
in two maturities: $30,000,000 24 per cent 
seven year bonds sold to the public at 99% 
to yield 2°39 per cent and $55,000,000 3 per 
cent thirty year bonds sold to the public at 
98 to yield approximately 3-10 per cent. The 
remainder of the funds necessary to pay off 
the maturing issue will be provided directly 
from the dominion treasury. 

The interest saving from this refunding 
operation will exceed $1,700,000 per year for 
the next seven years at least. The additional 
interest saving from the refunding of the 
last of our tax-free issues, the $236,299,800 
54 per cent victory loan bonds, which we 
expect to refund prior to their due date on 
December 1 next, should be substantial. To 
this interest saving on both isues should of 
course be added a substantial increase in in- 
come tax revenues following the tae 
of these last tax-free bonds. 

I now place on Hansard a statement sum- 
marizing the essential details of the new 
issues made during the year: 


LOAN FLOTATIONS 1936-37 


Nee eee ey 
oO eeoETloEoEaEeana3>»oanDDOo)9anBDRDRDRhn=q&Ea>aBaBhDBDDAD@QB9@Q{[YoOQwaouoeae=a=saaaaeeaea a ——— 


Price Yield 
rs ai Nbc! “Rates ian To To At. At Price to teed 
Papen (Ces eae ees 

1936 % % % 
June 1 June 1, 1940 13 Canada 99.50 99.25 1-63 1-70 |$ £0,000, 000 
June 1 June 1, 1966 33 Canada 99.00 98.25 3-30 3°34 54,703,000 
July 1..../July 1, 1987 4 Ganada: © Istscsssciieratstes LOOFOON| Berets srtecorerets 4-00 33,293,471 
Sept. 15....]Mar. 15, 1941 1 oar tera 98.25 98.00 1-40 1-46 45,000,000 
Sept. 15....|/Perpetual..... 3 Canada 96.50 95.75 3-11 3-13 55,000,000 

1937 
Jan, 15....JJan. 15, 1944 Ves New York 99.50 98.25 2-33 2-52 30,000,000 
Jan. 15....|Jan. 15, 1967 3 New York 98.00 96.00 3-10 3°21 55,000,000 
Increase in short term treasury bills outstanding March 81, 1937 over March 31, 1936............220eeeeeeeeeees ? 730° 000, 000 


$ 382,996,471 


EEE ne —— 


*Price to public, less commission to underwriters or dealers. 
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THE NATIONAL DEBT 
As at March 31, 1937, the outstanding un- 
matured funded debt and treasury bills of the 
dominion. less sinking funds, will amount to 
$3,275.574,000. Adding to this amount $255,- 
419,000 of other liabilities, consisting chiefly of 
annuity, insurance and superannuation funds, 


amounted to $487,498,000. After deducting 
the latter figure from the gross liabilities, 
we reach an estimated net debt of $3,093,- 
495,000 as at the close of the fiscal year. The 
increase over last year of $87,395,000 repre- 
sents, of course, the amount of the over-all 
deficit to which I have previously made 


reference. 

I now place on Hansard a statement show- 
ing the assets and liabilities of the dominion 
as estimated as at March 31, 1937. 


Post Office savings deposits and certain trust 
and contingent accounts, we arrive at gross 
liabilities of $3,530,993,00. Active assets, 
including cash on hand and investments, 


LIABILITIES MARCH 831, 1937 


(estimated) ’ 
DE eee nan (Tn 
Bank Circulation Redemption Fund..............-0seeeeee eee eee eens Se a eA ee $ 7,020,000 
Insurance and superannuation funds— 
Government annuities. ........... 00 cece cece ee ees eremeernneccenss 87,092,000 
Insurance fund, civil service......... 0c. eece scene reece ee teeenes 10,800, 000 
Insurance fund, returned soldiers..........---+++eeeer seer eee ee eee 15,770,000 
Ratirament funeic oo. 25 cc eda bs pale eh catia vie Sie wy negra a ere Beant 8,782,000 
Superannuation funds........... 0. ec cece eee eee e eee e eee neste ees 53, 651,000 
176,095, 000 
Trust funds— 
Bp earl GUUS ov oe ais hc we sb awe ieee wire ote lelee wid elalorateratetsterate wien b chen 13,890,000 
Common school funds............. 0c cece eee e eee rennet eee n en eees 2,676,000 
Contractors’ securities deposits.............- see e eee renee tere eee 1, 250,000 
Other trust funds. 2. socc.. 0 lee wae nie calmed dee Ha Meee na eee a elerente 5,595, 000 
23,411, vUU 
Contingent and special funds...........- 6-0 .e eee een r eee eee eee eles Peas I 6,340, 000 
Post Office money orders, postal notes, etc., OUTS EAM oe seis sans cava > oie ey eee dete 2,814, 000 
BerAVilCe AUCOUTES. 2. occa s'sce ve a6 5\ oc ebb cick nino oe ae ne eimenaret deel clekene ole Ol diar ein nee aero ess 9, 624,000 
Post Office savings bank deposits.......... 52-2 ce ence etree tener eer cfeeeesceteeter sere: 21,800,000 
Funded debt— 
Unmatured less sinking funds. ............-.eee sees ener seen er ees 3,275, 574, 000 
Matured but not presented for payment. ....-...--+e++esrereeees 6,565,000 
3,282, 139, 000 
Interest coupons matured but not presented for payment........---++-[e-erreteeeree tees 1,750,000 


$ 3,530,993, 000 
ee eS eee 
ASSETS MARCH 31, 1937 


(estimated) 
a_i i 


Active assets— 


Cash, working capital advances and other current assets..........,.-.s+eeeeeeeeeeees $ 16,018, 000 
Bank of Canada, class.'B”’ shares. 35.50. 0++- +s «+s eenmnan sre oe ee |= site maieirinrin: 215 5,100,000 
Gold Bullion n@coitba 2 .<- sam cele closer erin pio Ce Ree smimcelal ce ele mre wm ance eaeie aes 2, 200, 000 
Loans to Provinces— 

TEDUBING. 6o5 co pac doe ew ons. ceheeh gimp os wes oe FR a ERP Reem $ 4,730,000 

Rolist Acts. «<. cacao cest was emo eorgm-M aah i amNme Deas: nein 108, 654, 000 113, 384, 000 
Loans 2 lorelsn, BOTS RRR minx vee seperti Ne ae ee oe 6, 525, 000 

PROUMANIG....¢ cece seco cece ce donee fey mes fer a sete os cinnicnn ageing 23,969, 000 oh apa ee 
Loans to National Harbours Board— 

Montreal... c.c-cccrcecr+ ere scuns ate ure oh am amiticn Mere es mien 59, 446,000 

Vancouver...... ok abies ule dem tah peeda wane a SNR epi ae ean am an 23,755, 000 

83, 201, 000 

New Westminster Harbour Commissioners......-0:-crcessecearerferseeeesernesntens 275,000 
Loans under Dominion Housing PY er ree re 8, ries Aine Penne ee 1,300, 000 
Bond holding SM0cOuNS......5.6ssseeenpecserennss vans noun” MMESATESSER OU ERSEEEY Se: 12,000 
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ASSETS MARCH 31, 1937—Concluded 


(estimated) 
Railway accounts— 
Advances under financing acts, Canadian National Railways..... 41,399, 000 
Advances under vote 427, Canadian Pacific Railway............ 555, 000 
Loans for betterment or repair of railway equipment— 
Canadian National Railways yeti on don ene eterna 789,000 
GanadiansPacitic allway seer cee ene ene 1,270,000 
Purchase of equipment leased to— 
Canadian NationaléRaillwaysajascsssseiee eee nrc 1s eee ieee 6,748, 000 
Canadian Pacitic hallway eee seca anne ener ener: 5,662,000 
——————_—_——- 56, 423,000 
Canadian armelsoanktBonncdenccmencitieiceeen erie ncn: hiarrnaraeel rele peace ees 28,684, 000 
Soldierandiseneraluland aettlenventicmme coer aoetmeeite terrier mete leer ere: 42,656, 000 
Seediprain-and relrehadyances! aca ntinces cere oe en eee | eee eee 2,370,000 
Canadian government railways open and stores accounts...........0.-|ececeeeeceseeeeeee 15, 749, 000 
Deferred debits— 
Unamortized discount and commission on loans...........<+.<0++seecccseccscsecesse 39, 632,000 
$ 437,498,000 
Net debtyManchyolls1 937A (estimated) sree eer eerste | Hee ace eee $ 8,093,495, 000 


Net Debt represented by— : 
A. Expenditure and non-active assets, March 31, 1937 (estimated). 


Capita! expenditures— 
Public Works— 


(Ganalernc 7 Reet ae mee rei FA aRh © ods eee PIR FS 2 oR ee 242,727,000 
EUS ay.S¢ 1. A ear k Oe CCE ene en ee 443,124,000 
Public buildings, harbour and river improvements............ 267, 963,000 
Military, propentyeandustores sep seme menace neeineen ee 12,035, 000 
Hherritoriallaccounts --ceee ce eee eee ee eee 9,896, 000 
ae 975,745,000 


Loans non-active— 


CanadiankNationalwRailwayey spencer meee nec eee | eee 655,527,000 
(Railway, Accounts (Old) Sr qaeane eerie mee brett te eae toe ete eect eee gr | ne 88,399, 000 
Canadians Nationa lisbeannshitpsea see mnie cee ees: enamel ana 14, 008, 000 
LEO hatsilo eyonainerocy (nia bian INO Nae ncoddash aun olmobdndconeoccssclibacnnconcdccces.: 18,765, 000 
National Harbours Board— 
Du ee otis avtact inns a attr tne eee ee tant ca stove cta eee a 26, 293, 000 
(Slabkeayihaberbeerk aes oie mens MtaME Serb ae sar aa Lh ee a 3,796, 000 
Gf arte rses teh Oe ty tae cote percetakerstozagst eee Pei SR EEE Ee 9,503,000 
DAN OMyanarn eteecrsiton cremate ees oe em eae 15,467,000 
EDHTOCMRAVers ac Mame. No teeR eT s Eee oh, Sei, a eee 3,447, 000 
Montreal (Jacques Cartier Bridge)...........0.ccceccececceccece. 2,947,000 
ee 61,453, 000 
Seed(Grainvand relictiadvancesteasc se emis eee ere ee ree een 491,000 
Soldierandyseneral landisettlementsaaeem ace ere eerie none alae ny een 16, 514, 000 
Miscellanesusiad vancost nat ante oh eereren te ae iene | inn emma 3,536, 000 
B. Consolidated fund— 
Balance, consolidated fund, brought forward from March 31, 1936.. 1,194, 183,000 
Excess of expenditure over revenue, fiscal year ended March 31, 
LOS MES Ate) tants oe eae ae tees ee ae oe a Ce AR 64,874, 000 
— ee __—_ 1, 259,057,000 


$ 3,093,495, 000 


aaa 


Nore.—The above Balance Sheet does not take into account any loans that may be made to provinces 
between February 15, 1937, and the close of the fiscal year. It does, however, take into account the 
proposed write-off of certain Treasury Bills of the provinces of Manitoba and Saskatchewan. 
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The following table which I also wish to place on Hansard gives a statement of the 
unmatured funded debt and treasury bills of the Dominion outstanding as at March 31, 1937, 


and the interest charges thereon: 


UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1937 AND 


ANNUAL INTEREST CHARGES 


eS 


: Where Annual 

Date of Maturity Rate Per Cent Parable Amount of Loan Interest 

y Charges 
$ ets. $ ets. 
1937, July 4 Canada 33,293,470 85 1,331,738 83 
Dec. (a) 54 Canada 236,299,800 00 12,996,489 00 
1938, July 3 London 8,071,230 16 242,136 90 
July 3 London 18,250,000 00 547,500 00 
July 3 London 10,950,000 00 328,500 00 
July 34 London 15,056,006 66 526,960 23 
hrs SROAE EG ees Sree wnertattas 2 Canada 90,000,000 00 1,800,000 00 
SOAS Sao we Senet hcl. cook tad canes 2 New York 40,000,000 00 800,000 00 
Oe all LS GR aes se ie er 4 Canada 47,269,500 00 1,890,780 00 
Ore A eee PEE eres 23 Canada 7,933,000 00 198,325 00 
OS ek gS. La pie Lay Slee ahh thy Ae 2 Canada 20,000,000 00 400,000 00 
Tow aMas) We Oise. bee es sa. 3 Canada 115,013,636 82 3,450,409 10 
SiiTieat owley, «ike Sunt BES 14 Canada 80,000,000 00 1,200,000 00 
eis bY cers ke sic manta bs ia 43 Canada 75,000,000 00 3,375,000 00 
ETE oD one cielo athe mye & 2 ‘i Canada 45,000,000 00 450,000 00 
BEG es LENE LC eo, oat an sees 5 Canada 141,663,000 00 7,083,150 00 
Be Oat wea bese. vr cetnencen a% 3 Canada 40,409,000 00 1,212,270 00 
Br UNG 2 NG csc acts cists eaiete aeimoe 24 Canada 20,000,000 00 500,000 00 
REN DE One cme aia Steen 5 Canada 147,000,100 00 7,350,005 00 
ene: TN eh arc ai ea sie ectes 2h New York 30,000,000 00 675,000 00 
cutee ee Snead. Shs ee 44 Canada 50,000,000 00 2,250,000 00 
MSS AMO On 2 et dors eneiatecaterdate sare 24 New York 76,000,000 00 1,900,000 00 
TT Sages eee ay ee 4 Canada 88,337,500 00 3,533,500 00 
DEL ee be MO a tle, Se eens 43 Canada 45,000,000 00 2,025,000 00 
MOR OGtae LALOR os miso be eee nee 24 London 4,888,185 64 122,204 64 
PAD Cts Lis rata sag < tste tec oir 34 Canada 188,322,000 00 4,841,270 00 
117 Om AL 2a NR ee Pear 33 London 137,058,841 00 4,797,059 43 
1952, May 5 New York 100,000,000 00 5,000,000 00 
Oct. 4 Canada 56,191,000 00 2,247,640 00 
1955 May 3} London 48,666,666 67 1,581,666 67 
June 3 Canada 40,000,000 00 1,200,000 00 
June 3 Canada 55,000,000 00 1,650,000 00 
1956, Nov 44 Canada 43,125,700 00 1,940,656 50 
1957, Nov 44 Canada 37,523,200 00 1,688,544 00 
1958, Sept + London 73,000,000 00 2,920,000 00 
Nov. 43 Canada 276,687,600 00 12,450,942 00 
1959, Nov. 4} Canada 289,693,300 00 13,036,198 50 
1960, Oct. 4 London 93,926,666 66 3,757,066 67 
Oct. 4 New York 100,000,000 00 4,000,000 00 
1961, Jan. 34 New York 48,000,000 00 1,560,000 00 
AOR ase een ese ect ne 34 Canada 54,703,000 00 1,777,847 50 
Por, Bends Ab ers com. 1sees as teins 3 Canada 55,000,000 00 1,650,000 00 
FONG. Seal | EG. oy ores ean ciate unt 3 New York 55,000,000 00 1,650,000 00 
Treasury Bills due April 1, 1937... +745 Canada 25,000,000 00 186,250 00 
Treasury Bills due April 15, 1937.. +747 Canada 25,000,000 00 186,750 00 
Treasury Bills due May 1, 1937.... -758 Canada 30,000,000 00 227,400 00 
Treasury Bills due May 15, 1937... -776 Canada 25,000,000 00 194,000 00 
Treasury Bills due June 1, 1937.... -776 (est.) Canada 20,000,000 00 155,200 00 
Treasury Bills due June 15, 1987... -776 (est.) Canada 25,000,000 00 194,000 00 


3,337,332,404 46 125,081,459 97 


Payable in Canada. ......--..-seeeeeereteereeeereerees 2,478,464,807 67 74-27% 
Payable in New i fc.) COMET 449,000,000 00 13-45% 
Payable in London........-..02+sereree err eee rer srerees 409,867,596 79 12-28% 

3,337,332,404 46 100 % 


Less bonds and stocks of the above loans held as sinking funds 
(astimated)....:c-.tesscecesccensveaVnsercere tens seese sere seinyy 61,758,481 68 
3, 275,573,922 78 
. a 
(a) Tax free in Canada 


34233—44 
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INDIRECT LIABILITIES 


Bonds and debenture stocks bearing the 
guarantee of the dominion outstanding in the 
hands of the public at the close of the fiscal 
year will amount to $1,003,000,000, an increase 
of $9,000,000 over the same date a year ago. 
This increase is due mainly to the issue of 
dominion guaranteed securities to refund 
matured or called debt of the Canadian 
National Railways which had not been guar- 
anteed. 

In addition, there are other contingent 
liabilities arising out of guarantees given under 
relief and other acts. During the year the 
only new guarantee was that in connection with 
the Home Improvement Plan under which the 
government guarantees approved lending in- 
stitutions against loss up to 15 per cent of the 
aggregate amount of loans made by each 
lending institution. The limit of the aggregate 
loans to be made under this plan will be 
$50,000,000 and therefore the maximum con- 
tingent liability of the government will be 
$7,500,000. As at January 31, 1937, the amount 
of such loans subject to guarantee was 
$1,501,000. It is difficult to estimate what the 
total will be on March 381, 1937, as an accelera- 
tion of lending activity is expected with the 
approach of the spring building season. 

I am glad to be able to report that as a 
result of the policy of orderly marketing and 
the rise in wheat prices to which I have already 
referred, bank loans which were made to the 
Canadian Wheat Board under our guarantee 
have been completely paid off, as well as the 
loans made from time to time directly to the 
Board by the government. In a report made 
public on January 4, 1937, the Wheat Board 
stated that the total wheat and wheat con- 
tracts which had been taken over from Cana- 
dian Cooperative Wheat Producers Limited as 


of December 2, 1935, amounted to 205,186,980 
bushels. As of that date the Board also held 
90,186,986 bushels of 1935 crop wheat making 
a total holding as of that date of 295,373,966 
bushels. The wheat and contracts taken over 
from Canadian Cooperative Wheat Producers 
Limited plus the total receipts by the Board 
of 1935 crop wheat to the end of the crop year 
on July 31, 1936, aggregated 355,927,206 
bushels. By July 31, 1986, the Board’s total 
holdings of wheat and wheat contracts had 
been reduced by sales to 86,729,413 bushels. 
Even after giving effect, as of March 31 last, 
to the payment of $15,856,000 which we made 
to the Board, the liability of the Board on 
that date for guaranteed bank advances was 
still substantial. To-day the Board has out- 
standing no loans from the chartered banks or 
the dominion government or from any other 
source. 

There is still outstanding the dominion’s 
guarantee to the Winnipeg Grain and Produce 
Clearing Association Limited given to assure 
the due payment of day to day margin moneys 
which may be payable by the Wheat Board to 
the Association arising out of transactions and 
trades in grain made by the Board as a mem- 
ber of the Association. These margin deposits 
are made daily and no liability accrues from 
day to day. The government’s guarantee of 
bank advances for the purchase of oats by 
Canadian Cooperative Wheat Producers 
Limited for account of the province of Saskat- 
chewan is also still outstanding. As at 
February 1, 1937, the amount of bank loans 
outstanding subject to this guarantee was 
$384,760. 

I now place on Hansard a table giving the 
principal amount of the bonds and debenture 
stocks and other indebtedness guaranteed by 
the dominion which it is estimated will be out- 
standing as at March 31, 1937. 


BONDS AND DEBENTURES STOCKS GUARANTEED BY DOMINION GOVERNMENT 
AS AT MARCH 31, 1937 


Date of 7 Interest Amount 
Maturity Issue Rate Outstanding 
% $ cts. 
May amen OSS ener mere. Canadian Nations lenis oe eae 2 13,400,000 00 
Hebe WOeeOtsa ne OER EKG IE WAN EM Mtoe eee Gone anon anonuntaasud cue 2 55,000,000 00 
INOS, ily MT a CanadiansNiationall con vsai ache ohemnee namen ate 25 15,500,000 00 
Mary sail G44. > keep Ganadian Nationally... se cee e eae eeen 3 35,000,000 00 
Julia guleeslO4G 3) ace weee Cana cic Oru erie mene een ne eee : 64 24,238,000 00 
Aprile Mel O4 Snes iii New Westminster Harbour Commissioners..... 4$ 700,000 00 
Dec elon G50. ss eee CanadianiNationale: +.,54.e ea een 3 20,500,000 00 
Sopum nla Obiler memes. Canadian National: =e ar a mi erie es nee 44 50,000,000 00 
Hebi ele O10522, te en te CUNEO MINER MON. oo. can wae yennaseaedan annie, 3 20,000,000 00 
Evo ibs Ne te ce Saint John Harbour Commissioners...... 5 667,953 04 
Heboulow looove ee oe CanadrauiNapionals 2 oe ease ea ene te eee 3 25,000,000 00 
duthie ill, Te Bha ae a CanadiansNonthorisens tet sce ast tee anneae 3 9,359,996 72 
elyemdie 105d eerie CanadiangNationally cnaemnsccse ncn: eee ee 5 50,000,000 00 
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BONDS AND DEBENTURES STOCKS GUARANTEED BY DOMINION GOVERNMENT 
AS AT MARCH 31, 1937—Cone. 


Date of Interest Amount 
Maturity Issue Rate Outstanding 
% $ 

OE ee ee Canadian National (West Indies) Steamships 
TAM ICCC ays 5.0. 0.22%, «Sta 2 « SOR Oe re eee 5 9,400,000 00 
Wate 10, 1900... .5 es... (yanadian INRGOHAls oA. cee cones eames 43 50,000,000 00 
Ban 1h, 2662..50.5... Canadian National 09. io, ccosemoss os ae totes 44 70,000,000 00 
Be A BL (Pr Canadian: National :ivniz anes sil deere eee 43 65,000,000 00 
Waly 20,2058. soc neces. Canadian Northern. «.. «ia. oseldaestewntes gis ase 34 7,896,546 21 
A gene SO ie Canadian Northern AlbQrta. isaac «sod «+ oisnjein opel 33 3,149,998 66 
ey POs S08! oo. hee ee Canadian Northern Ontario.............-...05 33 34, 229,996 87 
ane d 5 LOGS. < ies: ds Grand. Trunk.Pacifiocs+. saeco. een ee eee 3 34,992,000 00 
OE et Grand. Trunk Paciiioss 5 2<ashttan coerce 4 8,440,848 00 
FR yeg as Ee 2) SA Canadian National’ ©. °° > ..o. anche sete omar 5 60,000,000 00 
uh a. S069 a. k.. Cubadian Nationale, ot ons sora oe Cen cae 5 60,000,000 00 
Mert 2 5196055. ..c ce. Harbour Commissioners of Montreal........... 5 19,000,000 00 
LS Ek) Oe Canadian National») s:0.0/.,< sar, steele @ als cintelsls = sie 5 18,000,000 00 
abe 3,7 ol: Canadian National. Ss. 4.. .aduce ase eee 2 24,205,685 53 

Various dates, 1937-54...| City of Saint John Debentures assumed by Saint 
John Harbour: Gommissioneics esse. cere Various 1,197,641 72 

Serial Feb. 1 and Aug. 1, 

1937-38 Canadian National Equipment ‘'G’’............ 5 2,250,000 00 
Perpetual Grand Trunk Guaranteed Stk................8- 4 60,833,333 33 
"fs Grand Trunk Debenture Stock................. 5 20,782,491 67 
ee Great Western Debenture Stock............... 5 13,252,322 67 
* Grand Trunk Debenture Stock................- 4 119,839,014 33 
ss Northern Railway of Canada Debenture Stock. 4 1,499,979 67 


1,003,335,808 42 


a —————_—————— 


Other Indebtedness Guaranteed 


Bank advances, re province of Mamitoba Savings Office. . 
Bank advances, re government of New foundland. . : 
Bank advances, re Dominion Steel and Coal Corporation (order 


for rails). 
Province of British ‘Columbia ‘treasury “pill. 
Province of Manitoba treasury bill. 
Bank advances, re 
Limited (Saskatchewan oats account) . 


Reserve of chartered banks on deposit in Bank of Canada... 
Guarantee of home sagpighe ait? loans Me per cent of sabres 


gate loans made). 


Canadian Cooper aa Wheat ‘Producers 


Estimated principal 
amount outstanding 
March 31, 1937 
. $ 7,121,825 
“625,000 


144,282 (Feb. 20, 1937} 
626,534 
5,894,127 


386,988 (Feb. 13, we 
192,946,716 (Feb. 17, 1937 


225,150 (Jan. 31, 1937) 


a 


I now come to the budget forecast for 
1937-38 : 
sent 


BUDGET FORECAST—1937-38 


I have already stated that the over-all 
deficit for the current fiscal year is estimated 
at $87,395,000. While it is the smallest deficit 
since 1930-31, nevertheless its magnitude is 
such as to indicate the necessity of unceasing 
effort to restore a balance between total 
income and total outgo at the earliest possible 
moment. In the budget of last year I dis- 
cussed in some detail the dangers involved 
in the continuing series of large annual 
deficits and defined the government's policy 
as one which sought “an immediate, appre- 
ciable approach to a balanced budget as the 
first step in a definite, positive program which 


will assure the attaining of our final objective 
within a limited period.” I then indicated 
the measures by which it was proposed to 
reduce the previous year’s deficit by approxi- 
mately $60,000,000 to a figure not in excess of 
$100,000,000 for the current year. At that 
time, while I did not expressly state my 
expectations in view of prevailing uncertain- 
ties, L hoped that it would be possible to 
reduce the deficit to $50,000,000 for 1937-38 
and to wipe it out altogether the following’ 
year. It now seems probable that this objec- 
tive will be within our powers of accomplish- 
ment. 

The house will recall that the main 
estimates, which are intended to provide for 
the ordinary operations of government, call 
for appropriations of $410,467,000, and I 
expect the various departments, under the 
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consistent pressure which is being exerted to 
effect economies and hold down expenditures, 
to keep their actual expenditures below the 
ageregrate appropriations by as much as five 
to ten million dollars. The special supple- 
mentary estimates which will be tabled 
shortly and are intended to make provision 
for those special or emergency needs arising 
out of the abnormal conditions now prevail- 
ing, indicate a maximum total expenditure 
of about $96,000,000. Later, the usual provi- 
sion will be necessary by way of ordinary 
supplementary estimates for a moderate 
amount of further expenditures. In this 
connection, I wish to announce that the 
government has decided to recommend to 
the house the restoration of the 5 per cent 
deduction from civil servants’ salaries, effective 
from the beginning of the new fiscal year, and 
the necessary provision will have to be made 
in the supplementary estimates. Making 
allowances for these additional expenditures, 
we may estimate the total expenditure for 
1937-88 at about $520,000,000. 

The house will realize that at this early 
date it is very difficult to estimate the 
revenues for next year with the same assur- 
ance as in previous budgets. However, judg- 
ing by the way revenues have been running 
during the last few months, and based on the 
outlook for the next twelve months, I esti- 
mate that for the fiscal year 1937-88 our 
present tax structure will produce an aggre- 
gate revenue of $485,000,000 derived from 
the usual sources as follows:— 


Taxation Revenue— 


Customs duties... .. .. .. .. .. $ 90,000,000 
OpOee Gling G0 50 co om oe om. CHAS OOM) 
Income tax.. 113,000,000 
Salcsttacke oe Seccies ee 131,000,000 
Manufacturers’, stamps, importa- 

tions and other special taxes. 42,000,000 
Banks and insurance companies.. 2,000,000 


Total taxation revenue... .. .. $425,500,000 


Non-tax Revenue— 


Post Office receipts... ........ 36,000,000 
Interest on investments.. 11,600,000 
‘Others. ee a 11,900,000 

Total non-tax revenue.. .. $ 59,500,000 


Grand total revenue.. .. $485,000,000 

This estimate takes no account of any 
special receipts and credits and represents 
a lower rate of increase than took place dur- 
ing the present year even after making allow- 
ance for that portion of this year’s increase 
in receipts which was due to increased tax 
rates. 

If this estimate of total revenue is realized 
and if aggregate expenditures are kept within 
the estimated figure of $520,000,000, the over- 
all deficit for the coming year should not 


exceed $35,000,000. Stating my expectations 
in another way, I shall be greatly disap- 
pointed if we cannot keep our total deficit 
for 1937-38 within the limit represented by 
the net cash deficit of the Canadian National 
Railway system. If we can attain this objec- 
tive in 1937-38, I am confident that it should 
not be beyond our powers to wipe out the 
deficit altogether during the following year 
and begin the period when progress can be 
made in liquidating the accumulated deficits 
which have been funded during the depres- 
sion. That is the goal which we must steadily 
keep in sight. 

Last year the size of the gap between 
total income and total outgo made it essential 
to impose a substantial increase in taxation 
levies. The public accepted the imposition 
of these new burdens, not gladly it is true, 
but nevertheless with a sure sense that it 
was the right thing to do, that a serious 
problem existed and that it had to be faced 
squarely, though sacrifices might be involved. 
Fortunately the increase in the total income 
of the people has reduced the weight of the 
burden. In view of the progress that has 
already been made and the outlook for the 
immediate future, I am indeed happy to 
inform the house that it is not my intention 
to recommend any increases in taxation for 
the coming year. 


Taxation Changes 


The income tax will continue on the present 
basis. Furthermore, no alterations are to 
be made in rates of taxes either under the 
Special War Revenue Act or under the Excise 
Act. The only changes proposed are a few 
minor additions to the schedule of exemp- 
tions under the sales tax. Articles specially 
designed for use of the blind are to be 
given exemption. Art work and printing 
plates made therefrom for non-advertising 
purposes in periodical publications will also 
be exempted. Other items to be added to the 
list of exemptions are raw and salted hides, 
certain. refractory materials, spinal braces and 
parts thereof, ingredients used in canning 
fish, and parts for grain and seed cleaning 
machines. 

IV 


TRADE AND TARIFFS 


I turn now, Mr. Speaker, to matters relating 
to trade and tariffs. The expansion of our 
foreign trade is undoubtedly the outstanding 
feature of the recovery movement in Canada 
during the past year. The acceleration of 
foreign demand for our products has probably 
been the most important single cause of the 
increase in our productive activity. It has 
provided expanding and profitable markets 


for our great primary industries and as a re- 
sult of this impulse new vigour has been 
infused into all our industries. 
Foreign Trade 

In the calendar year 1936 Canada’s export 
trade passed the billion dollar mark, the 
higest level since 1929. Indeed, taking account 
of the lower level of prices, the physical volume 
of our exports was about equal to the 1929 
level. The value of our exports, including 
commercial gold, reached a total of $1,027,- 
901,000, a gain of $189,559,000, or 23 per cent 
over 1985. This increase is all the more 
significant in view of the fact that agricultural 
and vegetable products which accounted for 
47 per cent of our total exports in 1928 were 
only 34 per cent of the total in 1936. Imports 
for the year amounted to $635,191,000, which 
exceeded the 1935 total by $84,876,000, an in- 
crease of 15 per cent. Our total foreign mer- 
chandise trade for the year amounted to 
$1,663,093,000. This was an improvement of 
$274,435,000 over the previous year, or an 
increase of 20 per cent. The latest avail- 
able figures for exports show a percentage 
increase for January of this year, even greater 


than that for the whole year 1936. The in- 
crease in January, 1937, over January, 1936 was 
nearly 29 per cent. Asa result of our gains in 
1936 Canada has moved up from fifth to fourth 
place among the nations of the world in ex- 
port trade, while retaining her position of 
fifth place in total trade. 

This expansion of our foreign commerce of 
course reflects in part the improvement in 
world trade conditions, more stable currency 


relations in foreign exchange markets, and a 


general improvement in the demand for raw 
materials. But that is by no means the 
whole story. For while the total international 
trade of the world, as indicated by figures for 
73 countries published by the League of 
Nations, is estimated to have improved by 
about 8 per cent in 1936, Canada’s total trade 
showed an increase of 20 per cent. As our 
own trade gain is so much above the average 
of other countries I think it is not unreason- 
able to interpret this as clear evidence of the 
success of the government’s trade policies. 
A statement of total merchandise trade for 
the twelve months ended December 31, 1936, 
with comparative figures for 1935 follows: 


Trade of Canada 
(includes commercial gold but not monetary gold) 


BU HOTT. a san ada Sasa eG nals ow reels 
Exports: 


Canadian Produce... cs sie <i cs we, melely Fels 
Foreign produce... .. .. .. .s «+ «2 e+ oe « 


. $ 550,314,551 


Calendar Year 
1935 1936 


$ 635,190,844 


Increase 
$ 84,876,293 


189,921,321 
— 362,426 


$ 274,435,188 


825,284,114 
13,058,945 


$1,388 657,610 


1,015,205,435 
12,696,519 


$1,663,092,798 


nnn EE EEEEE EEE 


The figures just given show that Canada 
established on merchandise trade account a 
very substantial net credit balance. If to 
the export figures already given we add, as 
we should, the gold earmarked during the 
year and held by the Bank of Canada for 
clients abroad, that is, gold of our own pro- 
duction which would otherwise have gone 
abroad and is, in fact, owned abroad and 
paid for so far as we are concerned, then the 
excess of our exports over our imports would 
have amounted to the very impressive total 
of $452,000,000. The credit balance on com- 
modity trade alone, excluding gold, was 326-9 
million dollars, and was the largest recorded 
since 1925. Preliminary estimates of tourist 
trade show an increasing stream of visitors 
to our country, and an expenditure here last 
year of about $250,000,000, an increase of 
more than 24 per cent over 1935. After de- 
ducting estimated Canadian tourist expendi- 
tures abroad there still remains a net credit 


balance on tourist account of $165,000,000. 
Adding this to our merchandise credit just 
referred to gives a total credit balance of no 
less than $617,000,000 on account of mer- 
chandise and tourist trade combined. 

This credit balance, Mr. Speaker, gave 
Canada an ample supply of foreign exchange 
funds with which to meet interest and divi- 
dend payments to foreign creditors as well 
as other invisible debit items in our balance 
of payments, and at the same time enabled 
us to effect a very substantial reduction in 
our net capital indebtedness abroad. 

In examining the distribution of our trade 
among countries during the past year we 
find that the United Kingdom purchased from 
us just over $400,000,000 worth of goods, which 
was about 39 per cent of our total exports, a 
percentage slightly above that of the previous 
year. The British Empire, as a whole, took 
about $486,000,000 of our total sales abroad as 
compared with $382,000,000 in the previous 
year. While the greater part of this additional 
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volume sold within the empire went to the 
United Kingdom, nevertheless South Africa, 
Australia and New Zealand also purchased 
substantially more from us than in 1935. 
Imports from the United Kingdom were 
slightly higher in volume, reaching a total 
of $123,000,000 as compared with $117,000,000 


for the previous year. From the empire as 
a whole our purchases were up over $15,000,- 
000 in 1936 as compared with 19385. E 
I desire now to place on Hansard figures 
showing trade with the United Kingdom and 
with the empire as a whole, for the calendar 
year 1936, with comparative figures for 1935: 


Trade of Canada with Empire Countries 
(includes commercial gold but not monetary gold) 


Imports from the United Kingdom.. .. . 


Exports to the United Kingdom... .. .. .. “a by 
imports trom the British Hmpires. 2292. e-em <0 me 
HEeporcstombiesbritishe Bip lr vel tetas eulei ts clewmeve isle ERty maar. 


Calendar Year 
: i 


1935 
5 op oo TNO CiOp ey $122,971,264 
307,714,364 400,749,376 
173,888,810 189,319,021 
382,222,952 485,619,218 


I am sure it will be a matter of special 
interest to the house to observe the growth 
in our trade with the United States, as we 
now have a full year’s experience under the 
operation of the Agreement which established 
new schedules of rates on January 1, 1936. 
During the year our total trade with the 
United States, including commercial gold, 
amounted to $787,000,000 as compared with 
$683,000,000 for 1935, an increase of $104,000,- 
000, or 15 per cent. If we exclude commercial 
gold entirely from the figures for the two 
years under comparison we find that the trade 
increase in 19386 was just over 22 per cent. 
Calculated on this same basis, exports to the 
United States were greater by 26 per cent, 
while imports from the United States were 
higher by 18 per cent. It will be noted that 
these percentage increases are appreciably 
above the corresponding increases in our trade 
with all countries. ‘The increase in trade 
with our nearest neighbour is ample evidence 
of the benefits which follow a policy of 
seeking wider markets through trade agree- 
ments. I shall now review, in summary 
fashion, the steps which have been taken by 
the government in this direction during the 
past year. 

TRADE AGREEMENTS 

As a result of negotiations, Russia rescinded 
an order of April 20, 1931, which had pro- 
hibited all importing organizations and trade 
representatives of the Soviet Union from pur- 
chasing any goods of (Canadian origin, as well 
as from chartering Canadian vessels. Canada, 
on her part, rescinded the Order-in-Council 
of February 27, 1931, prohibiting the importa- 
tion from the Soviet Union of coal, wood- 
pulp, pulpwood, lumber, asbestos and dressed 
furs. 

A provisional trade agreement was con- 
cluded with Germany on October 22, 1936, 
whereby each country conceded to the other 
a guarantee of most-favoured-nation treatment 


in tariff matters. Associated with this was a 
“yayments agreement,’ which provides that 
exchange accruing from German exports to 
Canada shall be made available for the pur- 
chase of Canadian goods. Definite percent- 
ages of this exchange are allotted for the pur- 
chase of commodities of such interest to 
Canada as wheat, apples, cheese, honey, fish, 
fox skins, asbestos and lumber. 

“The Canadian-Polish Convention of Com- 
merce was brought into operation, providing 
for exchange of most-favoured-nation treat- 
ment between Canada and Poland, and for 
special concessions on both sides with respect 
to a limited list of articles. 

A former arrangement with Brazil, whereby 
Canada conceded her intermediate tariff to 
Brazil in return for most-fayoured-nation 
treatment, was terminated by Brazil on July 
30, 1936, in pursuance of her policy of can- 
celling all old trade agreements. Following 
negotiations, Canada retained the benefit of 
the Brazilian minimum tariff (which is about 
one-quarter less than the maximum) on all 
goods, in return for granting to Brazil the 
Canadian intermediate tariff. 

With another South American country, 
Uruguay, Canada signed an agreement on 
August 12, 1936, which provides for exchange 
of most+favoured-nation treatment as re- 
gards customs duties and related questions, 
including quotas and allocation of exchange 
for commercial transactions. Uruguay is to 
accord Canada her normal tariff, thus ensur- 
ing Canadian goods against a tariff one-half 
higher, which, under Uruguayan tariff regula- 
tions, may be applied to countries not offering 
reciprocity. 

The trade agreement of 1932 between Canada 
and New Zealand, which was drawn for only 
one year, has been kept in operation by 
several renewals; on July 22, 1936, the agree- 
ment was extended until September 30, 1937, 
without further amendment. 
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Canada-United Kingdom Trade Agreement 


These general observations regarding the 
expansion of our import and export trade con- 
stitute a fitting introduction to the presenta- 
tion to parliament of the new trade agree- 
ment which has just been concluded with 
the United Kingdom. The Speech from the 
Throne intimated that agreement in principle 
had been reached between the two govern- 
ments. As you now know, sir, the new 
trade agreement was signed on Tuesday of 
this week, and at the conclusion of these 
remarks I shall lay it upon the table of the 
house. At this point I should state that 
by arrangement with the government of the 
United Kingdom, which is as anxious as we 
are to put the tariff changes arising from the 
agreement into force at the earliest possible 
moment, it has been agreed that the provisions 
of article 9 and schedule “E” of the 1932 agree- 
ment shall cease to have effect from 12 o’clock 
to-night, when the provisions of articles 6, 
7, and 8 and schedules IV and V of the new 
agreement will be in effect. 

The extent and importance of Canada’s 
trade with the United Kingdom would enable 
me to give a much more imposing statistical 
presentation than I used earlier in these re- 
marks, But in this matter widely known and 
well understood facts make mere figures seem 
superfluous. We all realize that Canada’s 
most prized market has been and continues 
to be the United Kingdom. Every Cana- 
dian Minister of Finance, in almost every 
budget speech, has had occasion to refer to 
that fact. In going last summer to London 
to initiate the negotiations which have re- 
sulted in the agreement to be tabled this 
afternoon, Canadian ministers realized that 
they were setting out upon a mission the ob- 
jective of which was not to capture but to 
hold the most valuable market this dominion 
has ever known. As to how or when or by 
whom that great market was gained for Canada 
is not a matter about which we need dispute. 
Fornier Liberal administrations were pioneers 
in seeking it out and securing it, for they 
first conceived and put into operation the 
principle of giving to British goods a pre- 
ferred position in our economy. But the 
good work initiated in 1897 has been carried 
on by all succeeding governments in Canada, 
however greatly the views of the major parties 
might differ as to the best means of attaining 
the objective. While those of us who sit 
now to your right, Mr. Speaker, may not 
adopt the same methods as our predecessors, 
believing our own to be better, we readily 
admit that they and we have been and are 
actuated by a keen desire for the best good 


of our country. Our objective, may I 1epeat, 
at London last summer was to retain for 
Canada a magnificent market; and I am cer- 
tain that the opinion of this house and the 
country will be that the ground which has 
been won over many years has been held 
and consolidated at a minimum of cost. 
Time will permit me to review only briefly 
the general principles underlying the agree- 
ment and to summarize its main provisions. 
Needless to say, all the articles in the agree- 
ment as well as the items comprising the 
schedules thereto, will be open to the fullest 
discussion when the House is in committee. 


Careful examination of the provisions of 
the new agreement, which can only be made 
in committee, will I think, convince the house 
that a successful effort has been made to 
bring the policy of British preference, which 
successive Canadian governments have main- 
tained for forty years, into closer alignment 
with the trade policy to which this govern- 
ment stands committed. The present agree- 
ment is in no sense a simple renewal of the 
trade agreement between Canada and the 
United Kingdom signed at Ottawa in 1932. 
The detailed differences between it and the 
one which it will supersede will be developed 
in committee. From the beginning, however, 
it should be clearly understood that through- 
out the negotiations which resulted in the 
present agreement, the Canadian government 
has insisted on broadening the opportunities 
of international trade, without impairing the 
practical effectiveness of the British prefer- 
ential system, and has endeavoured to apply 
within that system the principles of com- 
mercial policy which it hopes to see realized 
in the economic relations of Canada with the 
rest of the world. The measure in which 
these objectives, which were in large part 
shared by the government of the United King- 
dom, have been attained, can only be ap- 
preciated by a close examination of the text 
of the new agreement and its comparison with 
the corresponding provisions of the Ottawa 
agreement of 1932. 


The goal of both the United Kingdom and 
the Canadian government in intra-imperial, 
as in international trade, is the lowering of 
tariff barriers and the freeing of trade from 
fettering restrictions; and the preamble to 
the agreement is evidence of a new emphasis 
on the importance of increasing the volume 
of international and intra-imperial trade, and 
a departure from some of the earlier forms 
of preferential policy, which were too much 
concerned with diverting a diminishing volume 
of trade into unfamiliar and uneconomic 
channels. 
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An examination of the changes in the struc- 
tare of the Canadian tariff resulting from the 
application of the provisions of the new 
agreement will show that the emphasis on 
trade expansion in its preamble is not mis- 
placed. Although actual margins of prefer- 
ence on 179 items enumerated in schedule IV 
will be increased, in each case this increase 
is a consequence of a reduction in the duty 
against the United Kingdom. No preferences 
have been enlarged or created by increasing 
rates of duty against third countries, and the 
concessions made to the United Kingdom have 
been by way of lowered duties. It should 
not be necessary to stress the fundamental 
difference between this approach to the prob- 
lem of preferential treatment and that which 
resulted in the 1932 agreement, in which a 
large proportion of the preferences guaran- 
teed to the United Kingdom were created by 
raising the intermediate and general tariffs, 
and coupled, in a number of cases, with higher 
duties against the United Kingdom itself than 
had formerly been in force. 


It will be found, in comparing the tariff 
items in schedule IV on which the preferential 
rate is reduced, with those in schedule I of 
the Canada-United States trade agreement, in 
which special reductions below the interme- 
diate tariff were accorded the United States, 
that there are very few items which occur in 
both schedules. The explanation of the fact 
that enumerated tariff concessions to the 
United Kingdom and to the United States are 
largely made on different commodities lies in 
the complementary rather than competitive 
character of the bulk of Canadian imports 
from our two chief customers and sources of 
supply. 

The reduction in the number of tariff items 
on which margins of preference are bound 
against decrease, from 215 in the 1932 agree- 
ment to 91 in schedule V of the present agree- 
ment, is further evidence of the effort that 
has been made to reconcile the principle of 
preferences with the necessity of removing 
barriers that stood in the way of international 
trade. The new agreement achieves a radical 
and far-reaching revision of the restrictions 
which its predecessor put upon the freedom of 
Canada to negotiate for the reciprocal reduc- 
tion of tariff rates with third countries. Many 
items on which the differential margin be- 
tween the British preferential and intermediate 
tariffs had operated either to limit Canadian 
trade treaty negotiations with foreign countries, 
to maintain prices of imported or domestic 
goods at unduly high levels, or in which five 
years’ experience had shown that United King- 
dom industries had not made, or were not 
likely to make, full use of the preferences 


afforded them, have been dropped from the 
schedule, and, in twenty-one cases, the mar- 
gins of preference on items remaining have 
been reduced. 

In addition to the limited number of fixed 
margins of preference provided for in schedule 
V of article 8, there is provision in article 7 
for a sliding margin of preference on United 
Kangdom goods, which are enumerated in 
schedule IV, dutiable under that schedule and 
“not of a class or kind made in Canada.” 
I might point out that the obligation to main- 
tain preferential margins on goods in this 
special category is terminable at any time by 
the reduction of the British preferential rate 
to free entry. 


Further, either government is free at any 
time to modify or suspend any of the margins 
of preference set out in schedules III or V, if 
it is satisfied that a combine or monopoly of 
exporters is exploiting its domestic consumers 
by virtue of the preferential margins there 
provided for. 


The gradual change and diversification of 
trade between Canada and the United King- 
dom has given a very real point to the 
grievance frequently voiced by British indus- 
trialists who have been heard to complain that 
while competitive Canadian goods could enter 
the British market free of ordinary duty and 
free of dumping duty, and in some cases be 
sold there at prices below the fair market value 
for home consumption of the same goods in 
Canada, if the British manufacturer tried to 
meet dumping by dumping, his efforts were 
effectively blocked by ordinary duty plus spe- 
cial duty, which kept the Canadian market 
a closed and profitable preserve for our pro- 
tected manufacturers. Such situations I know 
were not very frequent, but that they could 
occur is sufficient justification for the inclusion 
in the agreement of a special provision— 
article 12—under which the Canadian govern- 
ment agree that, in circumstances such as I 
have described, they will exempt particular 
classes of United Kingdom goods from dump- 
ing duty. This article is self-explanatory; it 
will, I think, be recognized as neither more 
nor less than an assurance of fair play both 
for the British manufacturer and the Cana- 
dian consumer. I hope that this evidence— 
afforded by the presence of this article in the 
agreement—of the government’s determination 
to give no shelter or protection to unfair 
practice in export or internal trade, will in 
itself lead offenders to abandon the practice 
complained of, and make it unnecessary to 
apply the procedure provided in the agreement. 

From this review of the aspects of the new 
agreement affecting the tariff treatment of 
British goods imported into Canada, it will, 


33 


i 


I think, be recognized that the Canadian 
government has succeeded in translating into 
policy those principles by which, in opposition, 
its leaders measured and criticized the Cttawa 
agreement of 1932. It will be remembered that 
the principal counts on which that agreement 
was then judged and found wanting were, first, 
that preference had been increased by raising 
rates against third countries instead of lower- 
ing them in favour of Britain; second, that 
an inordinate number of tariff rates were bound 
against decreases; and, third, that the term of 
the agreement—it was fixed for five years as 
against three for the new agreement—was un- 
duly long and restricted the independence of 
action of succeeding parliaments and govern- 
ments. Under each of these heads, the new 
agreement meets the conditions which the 
present Prime Minister laid down when Leader 
of the Opposition, and, taken as a whole, I 
think it can be regarded as the complement 
within the Commonwealth to the United States 
trade agreement in the international field. 

Turning now to those provisions of the new 
agreement bearing on the tariff treatment of 
Canadian goods imported into the United 
Kingdom, I need not emphasize the vital im- 
portance to Canada of confirming, for a 
further period of years, the assurance of un- 
restricted free entry into the United Kingdom 
market, which perhaps more than any other 
single factor has assisted Canadian economic 
recovery. In these years of constricted inter- 
national trade, when high tariffs, exchange 
regulations and quantitative restrictions of 
every type hive limited Canadian export 
opportunities, free entry into the United 
Kingdom market has saved the Canadian 
economy from strains that it probably 
could not have withstood. The import- 
ance of external markets to a country geared 
into a world economy needs no expounding— 
and of external markets no other has con- 
tinued all through Canadian history to offer 
to the Canadian lumberman, farmer and fisher- 
man the freedom of access which he enjoys in 
the United Kingdom. 

The assurance in article I of the new agree- 
ment of the continuance of free entry for 
Canadian products is undoubtedly the great 
advantage which we receive from it. In main- 
taining free entry into the United Kingdom 
for Canadian goods, including manufactured 
products, we have kept open for a further term 
of years a door that once seemed to be rapidly 
closing. It is a matter of common knowledge 
that British industrial interests, with appe- 
tites edged by their recent taste of tariffs, are 
anxious to round out their present protective 
system by the imposition of duties on manu- 
factured goods imported from Canada—nor 


are British agriculturists by any means recon- 
ciled to the continuance of free entry for 
Empire produce. The fact that( in spite of the 
influence of these powerful economic groups, 
the government of the United Kingdom were 
prepared to renew the assurance of free entry 
for Canadian produce is evidence of their 
appreciation of the magnitude and value of the 
reductions in duty on United Kingdom goods 
contained in schedule IV to the new agree- 
ment. 

The trade figures that I am tabling in a 
separate document indicate much more clearly 
and vividly than any summary I could com- 
press into this speech, the range of Canadian 
commodities, produce of factory, fisheries, 
forest, farms and mines, that are now being 
exported to the United Kingdom. It is this 
vast physical movement of goods that is in 
the last analysis the test of the value to 
Canada of the free entry into and preferen- 
tial treatment in the world’s greatest import 
market which the terms of this agreement 
assure us. We are all aware of the import- 
ance of the British market for lumber and 
salmon and apples and wheat—we are less 
likely to realize that it is also a market for 
iron and steel products—for motor cars and 
machinery, manufactured goods of many 
kinds. The exchange of goods between Canada 
and the United Kingdom is no longer merely 
an exchange of raw materials for finished 
goods. 

I do not propose to enlarge on the items 
on which the United Kingdom has agreed 
to reduce or stabilize its tariffs. The re- 
duction of duty and consequent increased 
margin of preference on natural silk stockings 
will be of value to an export industry that 
has, in recent years, been supplying an in- 
creasing share of the United Kingdom’s import 
requirements, while the assurance that neither 
the duty on motor cars and their parts, nor 
their content qualification for preferential 
treatment, will be increased without the con- 
sent of the government of Canada will remove 
two sources of uncertainty which have caused 
a major export industry a great deal of anxiety. 
In passing, it might be noted that schedule 
II contains the first reduction of rates by 
the United Kingdom in a trade agreement 
with a Commonwealth country; in most of 
the trade agreements concluded by the United 
Kingdom in recent years that country has 
refused to make any reductions in tariff, 
and confined its concessions to undertakings 
not to increase existing rates of duty. 

As regards those commodities on which 
Canada is guaranteed the benefits of definite 
margins of preference, I might point out thar 
there are no articles in schedule III on which 
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margins of preference were not bound in one 
or other of the agreements concluded by the 
United Kingdom with the dominions in 1932. 
There were a number of commodities on 
which the same margins were guaranteed to 
two or more dominions, and there were other 


commodities on which a margin was guar- 


anteed to one dominion but of which some 
other dominion was actually the United King- 
dom’s largest supplier; for instance, the mar- 
gin on honey was bound in the New Zealand 
agreement but Canada sent more honey to 
the United Kingdom than did New Zealand, 
while the margin on chilled and frozen salmon 
was bound in the Newfoundiand agreement, 
although Canada was as large an exporter of 
this product as Newfoundland. In negotiating 
the present agreement, we not only consoli- 
dated the preferences shown in schedules B 
and C of the Canada-United Kingdom agree- 
ment, but added a number of preferences, 
which the United Kingdom was already bound 
to maintain and which are important +o 
Canada. 


Not only are no new commodities bound, 
but in no ease have existing margins of 
preference been increased. It is as true to 
say for the United Kingdom as for Canada 
that no concessions incorporated in the new 
agreement have impaired the tariff treatment 
of third countries. In this connection, a point 
that is often overlooked by critics of the 
system of preferences might be emphasized. 
The preferences enjoyed by Canada in the 
United Kingdom market are really extremely 
moderate and are much lower in most cases 
than the measure of domestic protection en- 
joyed in home markets of foreign countries 
by competing producers of those commodi- 
ties. The ad valorem preferences are as a 
rule ten per cent, and in no case exceed 
fifteen per cent; the preferences expressed as 
specific duties on foreign goods are approxi- 
mately equivalent, at present prices, to this 
range of ad valorem rates. 


Article 5 falls into two parts—the first part, 
relating to bacon and hams, corresponds to 
article IV of the 1932 agreement, which as- 
sured free entry of bacon and ham up to a 
maximum of 2,500,000 hundredweight or 280,- 
000,000 pounds per annum. The new agree- 
ment continues the assurance of free entry 
and confirms the maximum of two and a half 
million hundredweight (almost double the 
largest actual shipments made by Canada 
in any year to date). It assures Canadian 
farmers an uninterrupted opportunity of ex- 
panding their export trade toward that maxi- 
mum and precludes the United Kingdom from 


bringing imports from Canada within its gen- 
eral system of supply regulation, unless their 
rate of expansion becomes “abnormal and 
such as to endanger the effective working of 
the system of supply regulation”—and then 
only after consultation with the Canadian 
government, which, for its part, agrees to 
continue to furnish as close estimates as pos- 
sible of the forward movements of bacon and 
ham to the United Kingdom market. The 
importance of the assurance of favourable 
entry into the profitable and protected British 
market for bacon—which is, incidentally, the 
only import market for bacon of any conse- 
quence in the world to-day—is clearly shown 
in the supplementary statistical material which 
I propose to have printed for the convenience 
of members of the house. At this time it is 
enough to say that in the last calendar year, 
out of total exports—that is Canadian ex- 
ports—of bacon and ham of 158 million pounds, 
98 per cent of the total, or more than 154 
million pounds, valued in excess of $25,000,000, 
were shipped to the United Kingdom. The 
safeguarding of this market, and the main- 
tenance of our opportunity to expand our 
sales in it, are in themselves major advan- 
tages of the new agreement. 


The special provisions of the agreement re- 
lating to bacon and cattle represent an adjust- 
ment of differing types of economic organi- 
zation. The general assurance of exemption 
from import duty had to be reinforeed—for 
these commodities—by guarantees that the 
system of supply regulation ‘which the goy- 
ernment of the United Kingdom has adopted 
for the protection of its domestic agriculture 
would not frustrate the purpose of the pre- 
ference which they were ready to accord to 
Canadian produce. It was, therefore, neces- 
sary in each case to work out in collaboration 
with the United Kingdom a method of secur- 
ing for Canadian farmers the opportunity to 
develop their exports to the United Kingdom, 
without attempting to dictate to the United 
Kingdom government the form that its 
domestic policy should take. This method we 
think we have finally found in article 5 of the 
new agreement, which safeguards Canadian 
interests and at the same time enables the 
United Kingdom to proceed with a policy of 
marketing organization which they hope will 
result in stable and remunerative prices for 
bacon and beef, from which of course every 
Canadian producer of hogs and cattle will 
benefit. 

The detailed arrangements affecting cattle 
and beef are complicated and I shall reserve 
their fuller discussion for committee. At this 
stage I shall only point out that our producers 
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are guaranteed absolute freedom from import 
duty, the value of which is enhanced by the 
preferential margin created by the imposition 
as from December 1, 1936, of a duty of a 
cent and a half a pound on foreign chilled 
beef, and a proportionate duty on foreign 
frozen beef. Within the framework of the 
general scheme for regulating the import of 
cattle and beef into the United Kingdom, 
Canadian exports of fat cattle and beef would 
be free from all quantitative control so long 
as the annual quantities shipped do not exceed 
what the agreement describes as “recent 
levels,” that is, 1988 and 1934, when the 
number of fat cattle exported to the United 
Kingdom averaged 50,000 head as against 
6,000 odd in 1935 and 33,000 in 1986. In 
passing, I might point out that the irregular 
volume in which Canadian cattle move to the 
United Kingdom market, which in 1934 took 
85 per cent of our exports as against only 7 
per cent in the next year, illustrates the basic 
difficulty of adjusting our interest in reserv- 
ing the right of access to what is now a 
secondary market for our cattlemen, with the 
United Kingdom’s not unnatural interest in 
securing a stable and uninterrupted supply of 
meat from countries whose interest it would 
be to cooperate in its endeavours to stabilize 
supplies and prices at a remunerative level. 
In the light of this situation it should, I 
think, be agreed that the United Kingdom has 
gone a long way to recognize the special 
character of the Canadian cattle export trade 
and to make special allowances for its main- 
tenance under the international meat scheme 
which it proposes to set up. 


The fact that there is no counterpart in 
the present agreement to articles 5 and 18 
of the 1932 agreement does not mean that the 
United Kingdom proposes to revert to the 
conditions which governed the importation of 
live cattle from Canada prior to 1932, or that 
Canada has any intention whatever of alter- 
ing, to the disadvantage of the United King- 
dom; the regulations for the importation of 
pedigreed stock from that country. 


General considerations of the same order 
account for the disappearance of articles 10 to 
17. Surely this country has sufficient interest 
in maintaining an efficient and law-abiding 
customs administration to make one-sided 
provisions, such as article 16 of the old agree- 
ment, entirely unnecessary. Questions of de- 
partmental procedure and organization, which 
are properly each country’s domestic responsi- 
bility, have been returned to its jurisdiction. 
Formal changes of this character are of course 
subordinate to the main purposes of the 
agreement and will not involve any inter- 


ruption of arrangements that have been work- 
ing to the general satisfaction of both coun- 
tries. 

Concessions in the tariff treatment of United 
Kingdom goods which are to be made by 
Canada are chiefly those embodied in 
schedules IV and V to the agreement. 
Schedule IV enumerates the proposed reduc- 
tions in duties, while schedule V sets forth 
such fixed margins of preference as the Cana- 
dian government undertakes to maintain in 
favour of certain specified commodities origin- 
ating in the United Kingdom. For purposes 
of brevity and clarity, it is advisable to refer 
separately to these two schedules. 

Schedule IV enumerates 425 tariff classifica- 
tions of goods on which this country gives 
an undertaking not to increase duties of 
customs against Great Britain in excess of 
those therein set forth. Of the 425 items, 
246 appear for the purpose of binding as a 
maximum the duty at present effective, and 
179 for the purpose of reducing the existing 
rate on United Kingdom products. As an 
indication of the scope of the reductions in 
duty, it may be stated that, in the fiscal year 
ended March 31, 1936, imports from the United 
Kingdom of the goods covered by the group 
of 179 items which are to be reduced were 
valued at between 27 and 28 million dollars. 

Obviously, time at my disposal will not 
permit detailed reference to the great num- 
ber of commodities affected by the reductions 
in rate under schedule IV. Beyond any doubt, 
however, these represent the most extensive 
downward revision of duties on United King- 
dom products made at any one time since the 
inception of the British preference. These 
reductions cover an extremely wide range of 
semi-processed and fully manufactured goods 
of the kind which enter into the daily living 
of our people :— 

In foodstuffs and other edible commodities, 
reduced rates will apply on meat extracts, 
chocolate and cocoa preparations, unsweetened 
biscuits, pickled and preserved vegetables, 
marmalades and preserves, canned herring, and 
confectionery of all kinds. Reductions are 
proposed also on cigarettes, as well as on ale 
and beer. 

A wide field of paper products is affected, 
including greeting cards, camera films, elec- 
trical insulating board, wall-papers, wrapping 
paper of all kinds, and “all manufactures 
of paper n.o.p.,” including envelopes and 
stationery. 

Paints, varnishes and lacquers, as well as 
white lead, oxides and fillers, will bear lower 


imposts on importation from the United 
Kingdom, as will also certain clay products, 
notably firebrick, earthenware churns and 
erocks, tiles and blocks for flooring, sanitary 
earthenware of all kinds, and various types 


of English-made stoneware and earthenware.. 


The duties on glass tableware, cut glass- 
ware, and certain sizes and weights of plate 
glass are lowered, and rates on all unenumer- 
ated manufactured articles of glass are also 
reduced. 


Reductions will apply on numerous primary 
and secondary products of iron and steel, 
including hot- or cold-worked bars and rods; 
rounds and squares of defined sizes; hot-rolled 
strip and hoop stee}; poundage and other 
alloy steels in flat ‘orm; corrugated metal 
sheets and enamelled sheets; saw steel, tem- 
pered; fully finished structural steel; forgings 
of iron or steel; railway axles; cast iron and 
cast steel pipe; wire cloth and netting, includ- 
ing netting for fox-fencing; coal-cleaning 
machinery; ore and rock crushers, grinding 
mills, coal cutters and rotary coal drills; 
blowers and rotary kilns for metallurgical pur- 
poses; office machinery of all kinds; vacuum 
cleaners and sewing machines; lawn mowers 
and ball and roller bearings; nuts, bolts, butts 
and hinges; vitreous enamelled ware and other 
kitchen and dairy hollow-ware; sanitary ware 
of iron or steel, coated or not; steel wheels 
for railway rolling stock; trackless trolley 
buses; aircraft engines; dynamos, trans- 
formers, generators and electric motors; elec- 
trical precision instruments of various kinds; 
files and rasps; buckles, clasps, fasteners, 
needles and pins; and furniture of wood or 
metal. 

In cotton goods, the reductions will affect 
printed, dyed or coloured fabrics; shadow- 
cloth, gabardines and certain cut-pile fabrics; 
cotton handkerchiefs; book-binders’ cloth, and 
certain fine cotton fabrics. 


Practically all the major items in the wool 
schedule figure in the list of proposed reduc- 
tions. The following wool products are among 
those which will enter from the United King- 
dom at lower duties than heretofore; woollen 
and worsted yarns, whether for manufacturing 
purposes or for counter-sale; pressed felt and 
wool filter cloth; blankets of all kinds; wool- 
len and worsted fabrics “in the grey,” im- 
ported for finishing in Canada; practically all 
lines and weights of woollen and worsted 
cloths, including suitings and overcoatings; 
woollen clothing of all kinds, and many un- 
enumerated articles manufactured from or 
containing wool. 

In silk and artificial silk goods there are 
many important reductions, including those 
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on woven fabrics of all kinds, embroideries, 
laces, braids and cords; and clothing and wear- 
ing apparel wholly or in part of artificial 
silk. 

The duties are reduced on knitted garments, 
knitted underwear and knitted goods of all 
kinds; as well as on hosiery, gloves and mitts, 
rugs and carpets, and linoleum. 

Leather and leather products show reduc- 
tions on belting; on gloves and clothing 
leather; and on all leather further finished 
than tanned, n.o.p. Similarly, duties are re- 
duced on boots and shoes; on trunks, bags 
and valises; on fancy cases and boxes, and 
on clothing made from India rubber or from 
water-proofed cotton fabrics. 


Miscellaneous articles upon which reduced 
rates are proposed includes braces, jewellery, 
brushes of all kinds, pens and pencils, tobacco 
pipes and all smokers’ accessories, photo- 
graphic dry plates, abrasives, medicinal and 
pharmaceutical preparations, toilet soaps, 
mucilage and adhesive pastes, surgical dress- 
ings and bandages, manufactured goods of 
celluloid, halibut liver oil, blackings and 
dressings for leather or metal, articles of 
sterling or other silverware, clock movements 
and parts thereof, children’s carriages and sleds, 
picture and photograph frames, and woven 
dress linens. 

An interesting feature is the provision for 
the free entry, from the United Kingdom, of 
goods, other than spirits or wines, more than 
100 years old. 

The undertaking to maintain certain fixed 
margins of preference applies only to the 
items enumerated in schedule V, which sets 
forth in each instance the measure or amount 
of the margin. This schedule contains 91 
items as against 215 in schedule E of the 
agreement of 1932; moreover, in 21 of the 
91 items comprising the schedule the amount 
of the margin to be maintained is materially 
lessened. Among the 125 items upon which 
Canada is no longer (as compared with 1982) 
bound to maintain fixed margins of preference, 
are many which will be of great value in 
trade negotiations likely to be entered into 
with other countries. There is this further 
important difference between Canada’s com- 
mitments as to fixed margins in 1932 and the 
commitments being entered into to-day: that, 
except as regards certain primary iron and 
steel commodities, by far the greater part of 
the scheduled items enumerate commodities 
not produced or manufactured commercially 
at all in Canada, and, hence, entail no ele- 
ment of protection for domestic interests. The 
value of imports from the United Kingdom, 
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in the fiscal year 1936, under the 91 items on 
which fixed margins have been granted, was 
approximately 37 million dollars. 

In the tariff resolutions which I shall table 
on concluding, it is provided that the various 
rates set upon United Kingdom products, 
under this agreement, shall become British 
preferential rates in the customs tariff. This 
is in accordance with the practice followed 
for many years by Canada of generalizing 
within the empire to the greatest possible ex- 
tent concessions in tariff treatment granted to 
any one empire country. This principle is 
so desirable that, in this instance, the govern- 
ment is disposed to apply it without excep- 
tion, in spite of the fact that there are in- 
volved one or two items in respect of which 
the chief beneficiary may be an empire coun- 
try which affords no preference to Canada; 
in such instances, it lies within the power of 
the governor-general in council to withdraw 
from any such non-reciprocating empire 
country the preferential treatment now volun- 
tarily extended to it. 

We regard the agreement as a friendly 
arrangement for closer economic cooperation, 
from which both countries will benefit and by 
which no other country will suffer. A liberal 
and moderate preferential policy such as this 
agreement embodies will supplement and 
strengthen the growing movement for freer 
trade within the world as a whole. 

Other tariff proposals, not directly asso- 
ciated with the United Kingdom agreement, 
while not great in number, are of importance 
to Canadian producing and consuming inter- 
ests, and of considerable significance to coun- 
tries whose trade with Canada has been a 
factor in the recovery to which I have pre- 
viously referred. Revisions in duties which 
extend to intermediate tariff countries include 
reductions in the rates on cotton clothing of 
all kinds, as well as on a wide range of 
articles manufactured from cotton; on various 
gums and resins used in industrial processes; 
on well-casing of steel for oil and gas wells; 
on printing plates and paper used in the pro- 
duction of periodicals; on parts for aircraft 
engines; on a wide range of plastics and plastic 
materials; on plate glass, decorative marble, 
slipper cloth, parts of surgical instruments, 
and certain copper alloys. Provision is made 
for the entry free of duties from all countries 
of small “personal gifts,” as well as for the 
free entry of stringed musical instruments 
certified to be more than 100 years old. Various 
liquorice fibres and products will enter at 
lower rates than heretofore, as will various 
fumigants and disinfectants, egg-cleaning 
machines, electric razors, forged steel rolls, 


silk yarns covered with metallic strip, certain 

motion-picture equipment, corset rivets, and 

cotton laces used in the garment industry. 
TARIFF BOARD REPORTS 


Reports which have been received from the 
tariff board and which find reflection in the 
tariff resolutions moved to-day include those 
on cherries in solution, motion-picture equip- 
ment, steel wool, hard rubber in sheets, and 
plastics, the last named providing for a com- 
pletely new schedule to cover these products, 
now so widely used in industry. The board 
has reported also as regards chiffons and silica 
sand; and all reports received I shall table this 
day. The board will have ready in the near 
future reports on other matters referred to it, 
and it is expected that these will be received 
in time for consideration by the government 
while the house is still in committee of ways 
and means. 

Conclusion 

May I conclude, Mr. Speaker, on a note 
of cheer and of challenge: cheer, because 
the immediate outlook points to a continua- 
tion of the encouraging trends in economic 
activity which I have already reported; chai- 
lenge, because the problems of depression 
we have still to solve and the new problems 
which will emerge with buoyant prosperity 
demand the best that we are capable of in 
wisdom, in forethought and in cooperative 
endeavour. We may rejoice that we have 
been among the leaders in the degree of our 
recovery from the depths of depression. But 
we have special problems inherited from the 
war or arising out of our economic and politi- 
cal structure with which we as a people and 
as a parliament will be confronted for some 
time to come. These problems are by no 
means insuperable; they merely forbid com- 
placency, sectional dissension or relaxation 
of effort. 

They can and will be solved as prosperity 
increases, if only we take care to see that 
such prosperity is soundly based and evenly 
distributed, and if we all put our shoulders 
to the wheel in a common national effort. 
I mention them here not to diminish the 
joy which we naturally feel in the record of 
expanding trade, increasing business activity, 
rising payrolls and improving revenues which 
I have been able to report, but rather as a 
challenge to continued endeavour, to individ- 
ual, corporate and national integrity, to a 
keener sense of trusteeship in carrying out 
our everyday business and civic responsibili- 
ties. If this challenge be accepted by the 
Canadian people, I am confident, sir, that 
better days lie ahead—better indeed than 
we have yet known. 
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RESOLUTIONS 


Mr. Speaker, I beg to give notice that when 
we are in committee of ways and means I 
shall move the following resolutions:— 


SPECIAL WAR REVENUE ACT 


Resolved, That it is expedient to introduce 
a measure to amend the Special War Revenue 
Act, chapter one hundred and seventy-nine of 
the Revised Statutes of Canada 1927, and 
amendments thereto and to provide— 


1. That schedule III to the said act, being 
the list of articles exempted from the consump- 
tion or sales tax be amended as follows: 

(a) by striking out the paragraph reading 
as follows: 

“Wire brick, containing not less than ninety 
per cent of silica; magnesite fire brick or 
chrome fire brick; other fire brick when for 
use exclusively in the construction or repair 
of a furnace, kiln or other equipment of a 
manufacturing establishment, and articles and 
materials to be used exclusively in the manu- 
facture of such fire brick; materials, not to 
include plant equipment, consumed in the 
manufacture or production, and which enter 
directly into the cost of the manufacture of 
such fire brick;” 

and substituting therefor the following: 

“Pire brick, plastic refractories, high tem- 
perature cement, fire clay and other refractory 
materials for use exclusively in the construc- 
tion or repair of a furnace, kiln or other 
equipment of a manufacturing establishment, 
and materials to be used or consumed ex- 
clusively in the manufacture or production 
of such fire brick or refractory materials.” 
(b) by striking out the item reading as 

follows: 

“orain or seed cleaning machines;” 

and substituting therefor the following: 

“orain or seed cleaning machines and com- 

plete parts therefor;” 


(ec) by adding to the said schedule the 
following: 
“Raw and salted hides; 
Photographs, paintings, pastels, drawings 
and other art work and illustrations of all 
kinds, whether originals, copies or proofs, 


and printing plates made to reproduce the 
same for use exclusively as non-advertising 
news pictures or for illustrating non-adver- 
tising articles or stories in periodical pub- 
lieations enjoying second-class mailing privi- 
leges, the pages of which are regularly bound, 
wire stitched or otherwise fastened together; 
mon used as ingredients in canned 
sh; 

Goods enumerated in Customs Tariff items 
236B and 698.” 


2. That any enactment founded on paragraph 
one of this resolution shall be deemed to have 
come into force on the twenty-sixth day of 
February, one thousand nine hundred and 
thirty-seven, and to have applied to all goods 
imported or taken out of warehouse for con- 
sumption on and after that day and to have 
applied to goods previously imported for which 
a entry for consumption was made before that 

ate. 


3. That subsection four of section eighty-six 
of the said act be amended by deleting the word 
“six” and substituting therefor the word 
“ eight.” 

4. That any enactment founded on paragraph 
three of this resolution shall be deemed to have 
come into force on the second day of May, one 
thousand nine hundred and thirty-six. 


EXCISE ACT 


Resolved, that it is expedient to introduce 
a measure to amend the Excise Act 1934 to 
give statutory authority to the validation fee 
of twenty cents per proof gallon upon spirits 
exported, which was imposed by regulation 
approved by order in council dated the second 
day of December, 1933; and that any enactment 
founded on this resolution shall be deemed to 
have come into force on the second day of 
December, one thousand nine hundred and 
thirty-three. 


CUSTOMS TARIFF 


1. Resolved, That the Customs Tariff, bein 
chapter forty-four of the Revised Statutes of 
Canada, 1927, as amended by chapter thirty- 
nine of the acts of 1929, chapter thirteen of the 
acts of 1930 (first session), chapter three of 
the acts of 1930 (second session), chapter thirty 
of the acts of 1931, chapters six and thirty-seven 
of the acts of 1932-33, chapters thirty-two and 
forty-nine of the acts of 1934, chapter twenty- 
eight of the acts of 1935, and chapter thirty-one 
of the acts of 1936, be further amended by 
striking thereout subsection 2A of section 6 
thereof and substituting therefor the following: 
(2A) The governor in council, whenever it 
is deemed expedient to do so, may order that 
import, excise or other duties and taxes, in 
whole or in part, shall be disregarded in 
estimating the market value for the purpose 
of special duty of goods of any kind imported 
into Canada from any specified country. 


2. Resolved, That schedule A to the Customs 
Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended by 
chapter seventeen of the acts of 1928, chapter 
thirty-nine of the acts of 1929, chapter thirteen 
of the acts of 1930 (first session), chapter three 
of the acts of 1930 (second session), chapter 
thirty of the acts of 1931, chapter forty-one 
of the acts of 1932, chapters six and thirty- 
seven of the acts of 1932-33, chapters thirty-two 
and forty-nine of the acts of 1934, chapter 
twenty-eight of the acts of 1935, and chapter 
thirty-one of the acts of 1936, be further 
amended by striking thereout tariff items 8, 
105a, 105b, 120, 160(a), 190, 191, 200a, 219a, 219¢, 
219e, 232d, 235, 235a, 237, 238, 241, 242, 246b, 
254, 287, 320, 321, 328a, 348a, 409e(ii), 410d, 
43lb, 445j, 446d, 447b, 449, 451d, 473a, 476, 
511, 529a, 530, 582, 534, 556b, 577, 588a, 604, 
607a, 612, 616, 618a, 624, 690a, 693, 709, 742, 
754, 755, 806, the several enumerations of goods 
respectively and the several rates of duties 
of customs, if any, set opposite each of the said 
items, and by inserting the following items, 
enumerations' and rates of duty in_ said 
schedule A: 
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4. Resolved, That Schedule B to the Customs set opposite to each of the said items, and by 
Tariff be amended by striking thereout tariff inserting the following items, enumerations and 
items 1060 and 1063, the enumerations of goods rates of drawback of customs duties in said 
and the rates of drawback of customs duties schedule B:— 


Portion of Duty (not 
including Special 
Item Goods When Subject to Drawback Duty or Dumping 
No. Duty) Payable as 
Drawback 


1060 |Paper of all kinds.............. When used by the publisher or printer in 
Canada in the production of periodical 


publications enjoying second-class mail- 
ing privileges, the pages of which are 
regularly bound, wire-stitched or other- 
wise fastened together................. 75 p.c. 


1063 |Materials, including all parts...]When used in the production of engines 
for use exclusively in the equipment of 
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5. Resolved, That any enactment founded upon mentioned in the foregoing resolutions imported 
the foregoing resolutions to amend the Customs or taken out of warehouse for consumption on 
Tariff or schedules thereto shall be deemed to and after that date, and to have applied to 
have come into force on the twenty-sixth day oods previously imported for which no entry 
of February, one thousand nine hundred and or consumption was made before that date. 
thirty-seven, and to have applied to all goods 
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BUDGET SPEECH 


DELIVERED BY 


HON. CHAS. A. DUNNING, M.P. 
MINISTER OF FINANCE 
IN THE 


HOUSE OF COMMONS, THURSDAY, JUNE 16, 1938 


THE BUDGET 


FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. CHARLES A. DUNNING (Minister 


of Finance) moved: 


ANNUAL 


That Mr. Speaker do now leave the chair 
for the house to go into committee of ways 
and means. 


He said: Mr. Speaker, the year which it 
now falls to my lot to review has been an 
eventful, indeed a dramatic, one. In the budget 
speech of last year I stressed the extent to 
which continued economic progress for Canada 
as for other countries depended upon the 
preservation of peace and the lessening of 
international friction. But in February, 1937, 
there were few who were bold enough to pre- 
dict the sudden and, in some countries, drastic 
reversal of world economic trends which began 
last autumn, and fewer still, at that time, 
who could possibly foresee the astounding 
series of crises and near-crises in international 
political relations which the ensuing twelve 
months were to bring. Yet these things have 
come to pass. A new major war has embroiled 
the Asiatic continent and in Europe we have 
had a succession of incidents which at times 
have strained the fabric of peace almost to 
the breaking point. In the last four months 
of 1937, our nearest neighbour experienced 
a decline in business activity more drastic 
than that which followed the collapse of 1929. 
World production, trade and prices have also 


declined but less rapidly than in the United 
| I 
REVIEW OF ECONOMIC AND FINANCIAL 
CONDITIONS 


Functioning under the shadow of these dis- 
turbing world events, the Canadian economy, 
nevertheless, has given a good account of itself. 
The recovery movement which had been under 
way for some time continued with surprising 
vigour almost to the end of 1937. The physical 
volume of business which is our most com- 
prehensive measure of current economic activ- 
ity expanded by 4 per cent from March to 
August and by nearly 4 per cent additional 
between August and November. In Decem- 
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ber a moderate decline set in and by April, 
the index of the physical volume of business in 
Canada was about 9 per cent below that for 
April, 1937. The low point, however, was 
reached in February and since that time the 
Canadian index has risen by 5:3 per cent. In 
the United Kingdom, the index of business 
activity compiled by the London Economist 
rose slightly over 2 per cent from March to 
August, 1937, and began falling in November 
to a point in April 6 per cent below the 
level of April, 1937. In the United States, 
industrial production fell slightly from March 
to August, 1937, then dropped sharply by 
25 per cent between August and November, 
and by April of this year was 35 per cent 
below the level of April, 1937. In neither 
of these two countries which constitute the 
most important markets for Canadian pro- 
ducts has there been in recent months any 
tendency to that reversal of the downward 
trend of the business curve which has been 
evident in Canada since February. World 
industrial production which apparently reached 
a peak in the first quarter of 1937, and main- 
tained a fairly horizontal trend until August, 
has been declining for the last eight or nine 
months, the New York Annalist’s world index 
for March, 1938, being 17 per cent below the 
level of March, 1987. According to the League 
of Nations, the physical quantum of world 
trade was 12 per cent less in the first quarter 
of 1938 than in the last quarter of 1937, and 
in most of the leading countries the level of 
wholesale prices has fallen 5 to 10 per cent 
from the high point reached in 1937. 


Wheat Crop, 1937 


The lag between the downward trend in 
Canada and that in other important countries 
is all the more remarkable when we recall 
that as early as last June or July it became 
apparent that drought conditions on the 
western prairies were to produce a wheat 
crop failure of a magnitude which a few 
years ago would have rendered our then less 
diversified economy almost prostrate. Last 
year Canada harvested only 182,000,000 
bushels of wheat, barely 50 per cent of the 
average of the previous ten years, and the 
smallest crop since 1914. In 1914 we pro- 


duced 90 per cent of last year’s total from an 
acreage which was only about 40 per cent 
of the acreage seeded last year. The havoc 
wrought by this plague of drought reached its 
extreme in Saskatchewan where only 37,- 
000,000 bushels were harvested from an acreage 
of almost the same size which in 1928 had 
produced a crop of 321,000,000 bushels. 

I need not discuss the effect of this disaster 
on the purchasing power of western Canada— 
it is self evident—but I shall have occasion 
later to indicate what it meant to govern- 
mental expenditures. Fortunately, agricul- 
tural conditions in other parts of Canada and 
in respect to other farm products were more 
favourable and preliminary estimates show a 
net value of all agricultural production aggre- 
gating $681,000.000 in 1937, only $9,000,000 
less than in 1936 and higher than in any other 
year since 1930. I recognize, Mr. Speaker, 
that he who ventures to make a crop forecast 
in the middle of June must take his courage 
in his hands, but I think we can safely say 
this much—that by and large in the wheat- 
growing area crop conditions at this stage 
are better than at any time since 1932, that 
in the southern drought triangle the improve- 
ment in moisture conditions has been sub- 
stantial although current rains are needed 
in certain other areas, that the increased 
planting of Thatcher wheat gives a more 
effective insurance against rust than we have 
ever had before, and that the adequate pre- 
parations being made by the prairie prov- 
inces to deal with the somewhat less intense 
but perhaps more widespread infestation of 
grasshoppers should assure that losses on this 
account will be minimized. In other words, 
although we are only at the beginning of the 
critical period for the wheat crop, we may 
agree that there appears to be a sounder basis, 
than at any time in the last ten years, for 
that buoyant optimism which is again evi- 
dent on the western prairies. Even with a 
lower world level of wheat prices, a good 
wheat crop would in my opinion do more 
than any other single factor to revitalize our 
whole economic life, to establish confidence 
and to restore a more normal balance between 
east and west. 


Sound Internal Conditions 


It was inevitable that a wheat crop failure 
to the extent of our 1937 experience would 
exercise a depressing influence on Canadian 
business. Apart altogether from the effect of 
external factors reduced purchases by the 
farming community of consumable goods and 
of farm implements, reduced volume of 
freight traffic on our railroads, the reduced 
volume of wheat and flour for export and 
the unfavourable reaction on _ business 


psychology would in any case have caused 
some slowing up in our rate of progress. 
But the timing and nature of the slowing up of 
business in this country indicate that external 
factors were of predominant importance. 
Certainly it would be difficult to discover any 
evidence of lack of balance or other un- 
soundness in our internal situation which in 
itself would have caused a set-back. In 
spite of a prolonged, consistent and indeed a 
rapid recovery, Canadian industry and trade 
had expanded and developed on a rational, 
well-balanced basis, the tendency for specu- 
lative activity to get out of hand had been 
curbed at an early stage, the normal equili- 
brium between various prices and items of cost 
was being gradually restored, and there was 
no evidence of any undue piling up of excess 
inventories, except perhaps in the newsprint 
industry which again is so dependent upon 
foreign markets. A critical examination of 
all the major factors leads me to the firm 
conviction that, had it not been for economic 
depression and _ political tension abroad, 
Canadian business would have continued its 
upward trend with only a moderate slackening 
in its rate of advance. 


Trade of Canada 


The influence of these external factors may 
best be seen in the statistics of our foreign 
trade, particularly of our exports. Export 
trade is the chief medium through which 
changes in economic conditions in other 
countries affect the Canadian economy. Up 
to August last business conditions throughout 
most of the world had been improving and the 
world price level had been rising. These 
favourable external conditions, coupled with 
the efforts which this government had made 
to widen export markets for Canadian products, 
had resulted in a steady expansion of our 
exports which had been the principal factor 
generating a steady increase in the national 
income of this country during the last few 
years. This expansion was particularly rapid 
during 1936 and the first nine months of 1987. 
Since that time, however, the business depres- 
sion in the United States, the more moderate 
recession in the United Kingdom and several 
other countries, the pronounced fall in the 
world prices of many raw materials and the 
small Canadian wheat crop, have had their 
inevitable effect, a smaller total value of 
Canadian commodity exports each month than 
in the corresponding month of the preceding 
year. There have, however, been certain 
counteracting factors and the surprising thing 
is that the decreases in the latter part of the 
fiscal year were not sufficient to offset the 
gains made in the early months of the year. 


3 


saieescieneeeecemmeeeememmereeseene er ee ee 


Thus for the 12-month period ending March 
31, 1938, our aggregate external trade was 
within $54,000,000 of the two billion dollar 
figure and was $154,684,000 or 8-6 per cent 
above the total for the preceding fiscal year. 
Our total export trade aggregated $1,148,000,000 
or $27,000,000 in excess of that for the year 
1936-37. While our imports have been declin- 
ing since January, they registered an increase 
for the full fiscal year of $127,000,000 to a total 
of $799,000,000. 

In the figures given for our total export 
trade I have included all exports of gold, 
including $22,000,000 of gold which has been 


sold and paid for by foreign purchasers, 
although the gold is still physically held 
earmarked in the vaults of the Bank of 
Canada. I have also included shipments of 
gold coins which are classified as monetary 
gold in our trade returns but which in reality 
are commercial gold, having been shipped in 
substitution for a corresponding amount of 
gold bullion newly produced by our gold 
mines. 

I now desire to place on Hansard a table 
showing the comparative figures for imports, 
exports and total trade during each of the last 
two fiscal years: 


TRADE OF CANADA 


Merchandise (excluding gold)..................2-. 
Commercial rold }ooe.cte Sik eas ee eee, 
Oe COs tio cs ee ee ee ee 


won| OL, 19251097521. 


Fiscal year ended 
or 

Mar. 31, 1937 Mar. 31, 1938 Decrease (—) 
$ $ $ 


Increase (+) 


oe 671,875, 566 799,069, 918 +127, 194, 352 
ae 990, 152,778 989,790, 065 = 362,713 
a 84,091,442 95,031, 139 + 10,939,697 
oe 706, 875 40,440, 096 + 39,733,221 
«ahs 45, 282,860 22,462,195 — 22,820,665 
-.-| 1,120,233,955 | 1,147,723,495 + 27,489,540 


1,946, 793,413 +154, 683,892 


a ee Ee ee 


*Valued at $35 per ounce. 


An understanding of the course of our 
foreign trade during the past year and of its 
effect on the Canadian economy, however, 
must involve an analysis of the changing 
composition of our export trade as well as 
of changes occurring throughout the year in 
the direction of that trade. For instance, if 
we are to make a fair comparison of our 
exports during the last two years to particular 
countries, it is necessary to exclude gold 


movements, changes in the direction of which 
are not primarily related to trade considera- 
tions. For this reason, in the tables which I 
now present showing comparative figures for 
the last two years of the trade of Canada 
with the United Kingdom and other common- 
wealth countries, and with the United States, 
the figures given do not include gold of any 
kind but relate solely to other merchandise 
transactions: 


TRADE OF CANADA WITH THE COMMONWEALTH 


(Merchandise—all gold excluded) 


Imports from United Kingdom.....................4: 


Exports to United Kingdom............... sin eWiasa 
Imports from other Commonwealth countries. . 
Exports to other Commonwealth countries...... 


Imports—T otal Commonwealth..................-+-- 
Exports—T otal Commonwealth............-...+-40+: 
Total trade with Commonwealth.................csseeees 


Fiscal Year ended 
Mar. 31, 1937 
3 $ $ 


Increase 
Mar. 31, 1938 


age 129, 507,885 144,978,493 15,470, 608 
406,825,443 407,797,610 972,167 

68, 657,957 $8,194,545 19,536, 588 

owen 88, 206, 497 : 20,516, 356 
wes 198, 165,842 233,173, 0: 35,007, 196 
«aa 495,031,940 516,520, 463 21,488, 523 
693,197,782 749,693, 501 56,495,719 
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TRADE OF CANADA WITH THE UNITED STATES 


(Merchandise—all gold excluded) 


Imports from the United States..............-... a 
Exports to tue, UMited Staves. qj. vealsleisienacteme ees =e 


Total trade with the United States...... 


From these tables it will be noted that the 
United Kingdom purchased from us during 
the last fiscal year goods to the value of 
$407,798,000. This is slightly in excess of 
41 per cent of our total exports of merchandise, 
excluding gold. Exports to other common- 
wealth countries showed an appreciable im- 
provement, the increase being 23 per cent, 
and the total volume $108,700,000. Common- 
wealth countries as a whole, including the 
United Kingdom, took approximately 52 per 
cent of our total merchandise exports. IJIm- 
ports from all commonwealth countries in- 
creased during the past fiscal year by over 
17 per cent, accounting for about 29 per cent 
of our total purchases from abroad. From 
the United Kingdom alone our purchases were 
$15,000,000 greater than in the previous year 
and amounted to $145,000,000. With the 
United States our total merchandise trade, 
again excluding gold movements, amounted 
to $830,600,000, as compared with $758,100,000 
for the preceding fiscal year. Total exports 
to that country fell six per cent below the 
figure for the previous year to a total of 
$343,300,000, while imports at $487,300,000 
showed an increase of nearly 24 per cent. 

It is significant of the influence of business 
depression in the United States that during 
the first quarter of 1938, our exports to that 
country were only $61,600,000. This is a 
decrease of 31 per cent from the first quarter 
ef 1937 as compared with only a 6 per cent 
reduction for the year as a whole. Imports 
from the United States for the same three- 
month period totalled $106,400,000, a decrease 
of about 3 per cent. During April, exports 
to the United States decreased by 21 per 
cent and imports from the United States by 
14 per cent. An analysis of a few individual 
items will show more clearly the adverse effect 
of restricted United States demand on im- 
portant Canadian industries. Thus, during the 
first four months of this year, exports of 
newsprint to the United States fell by 25 per 
cent, of wood pulp by 41 per cent, of planks 
and boards by 385 per cent, of nickel by 
58 per cent, of live stock by 64 per cent, of 
hides by 77 per cent and of furs by 44 per 
cent. The comparison in each case is with 
the first four months of 1937. 


Increase (+) 
or 


Fiscal year ended 


Mar. 31, 1937 | Mar. 31,1938 | Decrease (—) 
$ $ $ 
eas 393,720, 662 487 , 328,980 + 93,608,318 
oan 364,354,990 343,250,669 — 21,104,321 
a is 758,075, 652 830, 579, 649 + 72,503,997 


Fortunately, economic conditions in other 
markets were not so depressed and important 
increases in exports to other markets of 
various types of products tended to offset 
these substantial declines in shipments to the 
United States. Thus, for instance, during the 
first four months of 1938, Canadian exports 
to the United Kingdom increased by 4 per 
cent as compared with the same period in 
1937, while our exports to Australia and New 
Zealand increased by 35 per cent and to all 
empire countries by over 5 per cent. Similarly, 
if we take the exports of non-ferrous metals, 
other than gold, we find that during the first 
four months of 1988 total shipments to all 
countries were over 12 per cent in excess of 
those for the same period in the preceding 
year. Moreover, examination of exports of 
individual commodities to the British market 
for the last fiscal year as a whole shows such 
striking increases as 17 per cent in the case 
of bacon and hams, 33 per cent in the case 
of coarse grains, 86 per cent in the case of 
tobacco leaf, 49 per cent in the case of fresh 
and canned fruits and 27 per cent in the case 
of iron and steel products. As a result of 
these divergent trends in the trade with par- 
ticular countries and in particular commodities, 
the reduction in our total merchandise exports 
during the first four months of this calendar 
year, when our economy was feeling the full 
brunt of the world depression, has been kept 
to what I regard as the very satisfactory figure 
of 9 per cent. 

Before leaving this discussion of our export 
trade, it is essential to refer to an important 
decrease which is not the result of external 
influences. For the fiscal year ending March 
31st last, our exports of wheat and wheat 
flour are down from the previous year by 
43 per cent, the total amounting to only 
$139,000,000 as compared with $245,000,000 for 
the year 1936-37. This drastic decline reflects 
of course the failure of the western wheat 
crop, and with the small amount of wheat 
now in the country no improvement in this 
export can be expected until the new crop 
comes on to the market. 
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Canada’s Balance of International Payments 


From the figures I have given for total 
exports and total imports, it will have been 
noted that the balance of trade remained 
favourable to Canada during the fiscal year 
and amounted to $348,000,000 as compared 
with $448,000,000 during the preceding year. 
However, the calculations of our international 
balance of payments are made by the Do- 
minion Bureau of Statistics on a calendar 
year rather than a fiscal year basis. For the 
calendar year 1937, their figures show a favyour- 
able merchandise balance of $212,000,000. 
Gold exported or earmarked established a 
further credit of $145,000,000. Visiting tour- 
ists are estimated to have spent no less than 
$290,000,000 in Canada during 1937, which is 
an increase of 13 per cent over the amount 
expended in 1936. After deducting expendi- 
tures of Canadians abroad, there emerges a 
net credit of $170,000,000 on account of the 
tourist trade which, by the way, it will be 
noted is substantially larger than the value 
of our total exports of wheat and flour during 
the fiscal year. Adding up these three items 
we get a total credit of $527,000,000 which was 
sufficient to enable us to meet all of our 
foreign obligations on account of interest and 
dividends as well as various miscellaneous 
debits, and at the same time enabled us to 
pay off foreign indebtedness or repatriate 
Canadian securities held abroad to an esti- 
mated amount of approximately $215,000,000. 
These facts indicate not only a highly favour- 
able position for Canada in international 
payments during the past year but also a 
considerable strengthening of our ability to 
meet any strains that the future may bring. 


Importance of Foreign Trade 


All who have listened to this recital of the 
facts in connection with recent developments 
in our foreign trade will, I am sure, be im- 
pressed with how vulnerable our economy is 
to the impact of adverse external influences, 
and there may also be some who will ques- 
tion the wisdom of any substantial reliance 
upon foreign trade. There is no doubt about 
the high degree of vulnerability in our posi- 
tion. Whether we like it or not, our whole 
economy, including particularly our primary 
industries, is geared to the world economic 
machine and particularly to that of the Brit- 
ish commonwealth of nations and that of the 
United States. It is thus much more than 
the mere friendly interest of a sister common- 
wealth or of a good neighbour which leads us 
to follow with anxious eyes the progress of 
economic conditions in these countries. This 
dependence on other nations inevitably follows 
from the simple fact that Canada is highly 
fortunate in possessing an abundance of what 
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many other countries lack, namely, a rich and 
diversified treasure-house of agricultural, forest, 
and mineral resources. If we desire to capi- 
talize these resources by specializing in their 
development and marketing the products 
abroad in exchange for commodities which we 
cannot ourselves produce or which we can only 
produce at greater cost, we must assume the 
risks inherent in the fact that our well-being 
will to a considerable extent be dependent 
upon the prosperity of our customers and upon 
the fluctuations in that prosperity. We can 
only avoid these risks, if we are content to 
place our economy on a self-sufficient basis. 
This would mean not only tremendous costs 
and wastes in the adjustment process but also 
& permanent and substantial lowering in the 
Canadian standard of living, not merely in 
times of economic depression but at all times. 
There are few in this country, I am confident, 
who are willing to pursue the mirage of national 
self-sufficiency. But, if that objective is not 
to be accepted, the course which should be 
followed by any government charged with the 
administration of affairs in this country is 
clear, and I submit it is the course which is 
represented by the policies which this gov- 
ernment is following. In the field of ex- 
ternal relations, it means not only such action 
on our part as may appropriately be taken 
to lessen the evils of international friction 
and political tension but also active coopera- 
tion in all efforts to re-open the markets of 
the world to the normal interchange of goods 
and services. 


Domestic Factors 


In emphasizing as I have done certain 
external and uncontrollable forces which have 
been influencing our economy, I would not 
have you think that I neglect or minimize 
the importance of the domestic facturs. The 
fundamental fact that in this modern world 
no nation can live unto itself alone does not 
lessen, indeed it reinforces, the necessity for 
Canada to devote its maximum energies to 
the solution of its own internal problems. 
Concentration upon its domestic problems is 
the primary duty of any nation. It goes 
without saying that conditions favourable to 
economic expansion must be maintained. The 
fundamental structure of business in itself 
must be sound. Costs must be in the right 
relationship to prices. There must be a 
properly adjusted balance of factors within 
the price structure. Ample credit acecommoda- 
tion must be available for the needs of trade 
and for business expansion. Speculative 
enthusiasm must not be permitted to get out 
of hand. Maladjustments in the economy 
must not be allowed to develop. Above all, 
under our present economic system, there 
must be a prevailing atmosphere of confidence 


6 


ee 


in regard to our institutions, broad govern- 
mental politics and general conditions. 

I have already expressed my own conviction 
that, measured by these tests, the Canadian 
economy during 1937 was in a sound position— 
that it disclosed no serious weaknesses which 
required the drastic corrective processes of a 
depression or even of a “recession.” I shall 
now give some evidence to support this 
conviction but I do not wish to weary you 
with statistical details and shall confine myself 
to comment on some of the more important 
industries and factors which may have special 
significance for the outlook as to the immed- 
iate future. 

Employment 


In each of the last two years I have had to 
refer to the failure of employment to keep 
pace with the striking gains in business 
activity and to point out that this was a 
condition usually met with in the early stages 
of recovery from business depression. I am 
therefore pleased to be able to report that 
during 1937 the increase in the volume of 
employment was for the first time since 1929 
more rapid than the rise in industrial produc- 
tion, and also that since the downwurd trend 
in business began last December employment 
has declined less rapidly than other business 
indices. Estimates by the Dominion Bureau 
of Statistics of the total number of wage 
earners employed in all industries show that 
the number in employment was higher in 
March, 1938, than in the corresponding month 
of the preceding seven years, and only slightly 
less than in March of 1929 and 1930. The 
estimated number of unemployed wage earners, 
including unemployables, was 456,000 in March, 
1938, which was lower than in the same month 
of any year since 1931. The index prepared 
by the bureau based on reports from 10,550 
firms employing over a million persons, rose 
from 110-4 on May 1, 1937, to 119-6 on 
October 1, 1937, and on May 1 of this year 
stood at 111-5, still about one per cent 
higher than a year ago. The trend disclosed 
by this index is confirmed by the figures 
showing the numbers on urban relief rolls. 
Preliminary estimates of the number of relief 
recipients in April show a total including all 
dependents of 1,038,000 persons, which repre- 
sents a decrease of 121,000 since April, 1937. 
However, if we exclude, as we should, recip- 
ients of agricultural relief whose situation is 
a result of climatic rather than of economic 
conditions, we find that the number of 
persons on relief including all dependents 
declined from 833,800 in April, 1937, to 632,000 
in April, 1938, a decrease of 201,800 persons 
or over 24 per cent during the period. Costs 


of urban direct relief have perhaps not been 
reduced proportionately with the decrease in 
numbers on relief but considerable progress 
has been made in many communities in 
securing a more effective contro] over 
expenditures. 


The Construction Industry 


I know of no better means of expand- 
ing employment in Canada to-day than 
by stimulating building activity. The 
construction industry is the most im- 
portant of our capital or durable goods 
industries and it is the drastic fluctua- 
tions in this group of industries which largely 
account for the wide differences in general 
economic activity as between good and bad 
times. Purchases of consumers’ goods main- 
tain a fairly steady volume, but the durable 
goods industries tend to expand to abnormal 
proportions during boom periods and to lapse 
into comparative stagnation during depres- 
sions. Perhaps in no other industry is the 
range of fluctuation apt to be so great as in 
construction. It is difficult to exaggerate the 
bad effects which this extreme variability 
has upon the general welfare of the commun- 
ity. The reason will be obvious to anyone 
who takes the trouble to examine the mag- 
nitude of the dollar value of the products of 
the construction industry in normal times; the 
long series of industries which produce its 
raw and processed materials—lumber, iron 
and steel, cement, lime, brick, stone, glass, 
heating equipment, plumbing equipment and 
many others; the very large number of skilled 
craftsmen and unskilled labourers to whom it 
gives employment, both directly and in- 
directly; and the fact that its effects on em- 
ployment and business activity ramify so 
widely in every community throughout the 
country. It has been frequently pointed out 
that this industry suffered most from the 
onset of the great depression, that it has been 
the most laggard of our major industries in 
recovering from the depression, and that its 
many branches include the occupations in 
which unemployment has been most heavily 
concentrated. In the eleven years from 1921 
to 1931, the average annual value of all con- 
struction contracts awarded in Canada was 
$370,000,000 and the annual totals ranged, 
during that eleven year period from a low 
of $240,000,000 in 1921 to a high of $577,- 
000,000 in 1929. During the worst year of the 
depression, 1933, the total dropped 73 per cent 
from the ll-year average to less than $100,- 
000,000. From that low point the industry 
has been slowly recovering and during 1937 
this upward movement was accelerated, total 
contracts awarded rising by 38 per cent over 
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1936 to $224,000,000. The increase of residen- 
tial contracts by 31 per cent to $56,000,000 
was very largely attributable to the stimulus 
provided by the Dominion Housing Act and 
the Home Improvement Plan. But, even with 
this increase, the total volume of construction 
during 1937 was still less than half the total 
for 1930, and construction during the first 
five months of 1988 again fell 25 per cent 
below the level of the corresponding period in 
1937. 

The experience of several countries with 
expansionist policies during the last few 
years has proven that only a rise in the rate 
of new investment can provide a durable 
basis for an upswing in business activity. 
Attempts to stimulate consumption by 
government. expenditure or by suddenly im- 
proving labour conditions have been tried on 
more than one occasion but in every case they 
have been found wanting. They produced, 
it is true, an immediate temporary stimulus, 
but they did not awaken the more normal 
and permanent motive forces which are es- 
sential to continuing prosperity and they 
tended to put too heavy a burden upon pro- 
duction which ultimately produced an effect 
the reverse of what was intended. Further- 
more, we have had several conclusive demon- 
strations of the principle that government 
expenditure to create or stimulate employ- 
ment will not have beneficial results if it is 
carried on in such a way or on such a scale 
as to create an atmosphere of fear and un- 
certainty. It is of little use to prime the 
pump of business enterprise with government 
expenditure if at the same time we dry up 
the springs of private initiative which feed 
the well. It may be arguable as to whether 
a system of free enterprise is the most desir- 
able economic and social system but as long 
as we believe in such a system—and few 
of us have seen any other system which we 
would be willing to accept as a substitute— 
we must follow policies that will enable it 
to work in accordance with its essential prin- 
ciples. The most important of these principles 
is that decisions as to whether the individual 
shall spend and consume, or shall save and 
invest, or shall save and hoard, are left 
to the individual’s own initiative. If, there- 
fore, the answers to the questions as to 
whether plants are to be built or extended, 
new houses are to be erected, and industry 
is going to expand or to stagnate, depend 
upon the decisions of tens of thousands of 
individuals who are free agents and not 
regimented sheep, it follows that governments 
must pursue policies which create confidence 
rather than fear and uncertainty—which 
give leadership and guidance and encourage- 
ment rather than stifle initiative and paralyze 


new enterprise. If in order to create employ- 
ment we embark upon expenditures which 
create undue deficits, or if in any other way 
we show no sense of financial responsibility, 
we are certain to find that the relatively 
small amount of employment which we create 
is much more than offset by new unemploy- 
ment resulting from paralysis of private en- 
terprise. Under our system at least, govern- 
ment expenditures cannot take the place of 
private enterprise, and I do not think that 
our people are prepared to accept the alter- 
native system of regimentation under which 
all or practically all expenditures would be 
government expenditures. 

It was this set of principles and the set 
of facts which I have given in regard to the 
construction industry which led the govern- 
ment to ask parliament’s approval of the 
Municipal Improvements Assistance bill and 
of the comprehensive housing program which 
I had the privilege of introducing the other 
day. Two phases of the tripartite housing 
program seek to restore a more normal volume 
of construction activity by removing obstacles 
which have hampered individual initiative and 
by providing facilities and incentives which 
are designed to bring into full play the energies 
and resources of the various branches of the 
industry itself. The third phase provides for 
a larger measure of governmental assistance 
but this is in the field of low-rental housing, 
where such direct governmental assistance 
can be given without the risk of subsidizing 
competition to private builders and thus dis- 
couraging more building than is stimulated. 
Moreover, the program for the most part 
involves government aid by way of loan for 
productive undertakings of a self-liquidating 
character. If there is, as there undoubtedly 
will be, a proportion of loss in respect of 
these loans, that loss will be amply com- 
pensated for not only by the employment 
created during the present emergency but also 
by the permanent improvement in the living 
conditions of our people. 

I said the other day that the program 
constituted a challenge to the building in- 
dustry. I repeat that challenge to-day with all 
the emphasis I can command. I wish to. 
add that I am confident the challenge will 
be accepted. If it is, the contribution which 
it can make to the elimination of unemploy- 
ment, to the stimulation of our whole economic: 
life and to the expansion of the national 
income will be difficult to exaggerate. 


Capital Goods Industries 


While I am dealing with one of our major 
durable goods industries, let me say that 
activity in our factories producing capital or 
producers’ goods was one of the brightest 


spots in the manufacturing field during the 
past year. The output of industries engaged 
in the manufacture of producers’ goods showed 
a gain of 13 per cent in. 1937 over the pre- 
ceding year. The primary iron and _ steel 
industry reflected the revival in the domestic 
demand for industrial equipment and durable 
goods as well as a brisk demand from the 
United Kingdom. The output of steel ingots 
recorded a gain of nearly 26 per cent over 
the preceding year, while the increase in pig 
iron production was over 32 per cent. The 
index of employment in this industry aver- 
aged 18 per cent higher than in the previous 
year. Since the first of the year, activity has 
declined but it is interesting to note that while 
in the United States the steel industry is oper- 
ating at less than 30 per cent of capacity, the 
Bureau’s index of steel production in Canada 
for April was 161-7 and for pig iron pro- 
duction 108°5 as compared with averages of 
178-1 and 148-7 respectively for the boom 
year 1929, 


The Mining Industry 


The industry, however, which during the 
past year has been responsible, and is still 
to-day responsible, for the greatest stimulus 
to an upward movement in our economy is 
the mining industry. In 1937 for the third 
consecutive year it established a new record 
in the total value of its output. Reflecting in 
part a higher level of prices during most of 
the year, total production was estimated at 
$457,000,000, an increase of 26 per cent over 
the 1936 output. The dollar output of copper 
rose by 77 per cent, of nickel by 36 per cent 
and of lead by 43 per cent. Production of 
gold increased by 9 per cent to a total of 
$143,000,000, or more than double the output 
of eight years ago. While prices, particularly 
of base metals, have been substantially lower 
this year, and while the exports of nickel to 
the United States have been affected by the 
depression in that country, the performance 
of the mineral industry during the first four 
months of this year in the face of declining 
trends elsewhere, has been a truly remarkable 
one. The Bureau’s index of physical output 
of the mines rose by 18 per cent from January 
to April and the figure for April was almost 
15 per cent higher than that for April, 1937. 
Particularly noteworthy were the increases 
recorded in April of this year which would 
appear to forecast the impetus to general 
economic recovery which may be expected 
from this industry during the balance of the 
year. In this connection it is estimated that 
thirty new gold mills will come into opera- 
tion during 1938, increasing existing capacity 
by more than 11 per cent. 


Forest Products Industries 


Less encouraging has been the record dur- 
ing the last few months of that other great 
primary industry which is based on the pro- 
ducts of our forests. During 1937, it is true 
there was a rapid expansion of production 
in its various branches, but this rapid pace 
has been slowed down materially because of 
a combination of factors, including the slack- 
ening of the British building boom, restricted 
demand from the United States and from the 
far east, severe weather during the winter 
months in British Columbia, and an over- 
accumulation of stocks in at least one branch 
of the industry. Newsprint output expanded 
during 1937 to a record high point, not far 
from the practical limit of capacity of 
the mills, and reached a total volume for 
the year more than 14 per cent in excess 
of that for 1936. But in the third quarter 
an excess of stocks in publishers’ hands in 
the United States began to appear and sharp 
curtailment of Canadian production became 
necessary. However due to the substantial 
falling off in the United States’ demand con- 
sequent upon the business depression, the in- 
dustry has made relatively slow progress in 
disposing of accumulated stocks of newsprint. 
During the first four months of 1938, total 
output of newsprint mills in Canada was 
down 27 per cent from the corresponding 
period of 1937, and the industry will in my 
opinion do well if it is able to operate for 
the year as a whole on an average basis of 
about 65 per cent of capacity. 

Other branches of the forest industry have 
fared considerably better. Logging operations 
required an expansion in number of employees 
of 36-5 per cent during 1937 while saw milling 
and paper industries recorded an advance of 
11 per cent. Timber scaled in British Colum- 
bia which is a good index of saw mill opera- 
tions showed a gain of 7:5 per cent while the 
exports of all wood and paper products rose 
by 25 per cent to a total of $263,000,000. Dur- 
ing the winter months, however, lumbering 
operations were on a smaller scale than dur- 
ing the previous season and the general level 
of activity to-day is probably substantially 
below that of a year ago. On May Ist, em- 
ployment in logging operations was 12 per 
cent higher than on May Ist, 1937, but in the 
rough and dressed lumber industries it was 
almost 9 per cent lower. Exports of planks 
and boards decreased by about 20 per cent in 
the first four months of 1988. It is difficult 
to forecast the outlook for lumber demand 
from foreign, markets during the balance of 
the year, but the sharp decline in ocean freight 
rates to United Kingdom ports from the 
excessive levels of 1937 will place British 
Columbia lumber on a more advantageous 


basis in that market in competition with 
Baltic timber. The lumber industry should 
also be one of the chief beneficiaries of ex- 
panding activity in the domestic construction 
field which the government’s housing program 
is designed to bring about. 


The National Income 


Summing up the net production of goods 
and services in all fields of economic activity, 
we reach that most significant of the measures 
of national well-being, namely, the total na- 
tional income. By national income I mean 
not the revenues of the dominion government 
but the aggregate of the individual incomes of 
all the people. Unfortunately, the statistics 
of our national income, although the most im- 
portant of all statistics for purposes of analysis 
and policy determination, leave much to be 
desired both in their adequacy and in the 
time at which they become available. I be- 
lieve that the methods used by the Bureau in 
compiling their estimates are being revised 
and their compilations for the year 1937 have 
not yet been completed. Preliminary esti- 
mates from unofficial sources, however, appear 
to indicate that Canada’s national income in 
1937 amounted to $4,830,000,000, which is an 
increase of 13 per cent over the Bureau’s 
revised estimate for 1936. 


Wholesale Prices 


I turn now to a number of considerations 
which are primarily financial in character. 
Last July, the index of the wholesale prices 
of commodities reached a high point for the 
recent movement, only 124 per cent below the 
average level which prevailed in 1926. Since 
that time there has been a gradual downward 
tendency, the index for April representing a 
drop of almost 6 per cent from the high of 
last July. This 6 per cent compares with a 
decrease of 9 per cent in the United Kingdom 
and of about 10 per cent in the United States. 
During the last two years, however, the dis- 
parities which had previously been an un- 
sound and retarding factor in the Canadian 
price structure have been largely corrected. 
For instance, it is significant to note that 
while the index of April of this year for all 
commodities stood at 82-3, that for Canadian 
farm products was 82-5 and for fully and 
chiefly manufactured goods 81-3. In other 
words, the normal equilibrium between farm 
prices and other prices has been restored. 


The Security Markets 


The decline in common stock prices has 
been drastic. Canadian stock markets felt 
the full blast of the hurricane which swept 
the New York stock exchange last autumn 
and security prices in the two countries are 
about on a par. This is true despite the 


highly satisfactory earnings of Canadian busi- 
ness enterprises as a whole last year. A recent 
listing of the net earnings of 522 corporations 
for the fiscal year ending in 1937 gives a total 
of over $450,000,000, which is 17 per cent 
above the aggregate net earnings of the same 
corporations for the previous year. It is only 
natural, however, that our financial markets 
should move closely in sympathy with New 
York. Apart from the important relationships 
in trade and commerce to which I have 
already referred, securities of a value of hun- 
dreds of millions of dollars flow annually 
north and south between the financial centres 
on this continent. Elaborate machinery has 
been developed to facilitate these transactions, 
and the daily intereommunication between 
brokers and financial houses has its effect in 
tending to create the basis for a common out- 
look on business prospects. Obviously, this 
has dangers as well as advantages. Depression 
psychology may affect our financial and busi- 
ness leaders when our own conditions do not 
justify it, and what is more important, if the 
North American investor for any reason loses 
confidence in any phase of the Canadian posi- 
tion, capital may fly from Canada overnight 
and our own securities held abroad may be 
dumped on our markets In enormous quan- 
tities. Fortunately there is no reason for the 
American investor to lose his undoubted 
faith in Canada which has been grounded in 
long and satisfactory experience, but those in 
charge of financial affairs in this country must 
always keep such considerations in mind. 


The Bond Market 


The bond market in Canada has given an 
infinitely better account of itself than the 
stock market during the past year. During 
1937, bond issues were sold by dominion, 
provincial and municipal authorities and by 
private corporations to an aggregate amount 
of $701,700,000, of which $225,600,000 was for 
new cash and $476,100,000 for refunding pur- 
poses. During the first quarter of 1938, the 
total offerings were $162,100,000 of which 
$76,800,000 was for cash and the remainder for 
refunding. These are substantial totals for 
a country of small population and indicate a 
healthy functioning of the capital markets. 
To-day the interest yields of dominion bonds 
are lower than they have ever been before 
in our history except for a short period in 
1936. In another connection I shall give 
details of the favourable basis on which we 
were able to carry out a heavy volume of 
dominion financing last year. 

If hon. members will examine the statistics 
published by the League of Nations on the 
percentage yield of government bond issues 
they may be surprised to find that of all the 
countries of the world only the United States, 
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Great Britain, Holland, Sweden and Switzer- 
land show the obligations of their respective 
governments selling on as low a yield basis 
as the obligations of the government of 
Canada. This is all the more remarkable 
when you remember that these are great 
creditor countries while Canada is one of the 
greatest debtor countries in the world, that 
is to say, has more foreign capital invested 
within her borders than most other countries. 
In making such comparisons, care must be 
taken of course to see that maturity dates, 
coupon rates and tax exemption features are 
reasonably comparable. On a recent date 
the quotations showed the following yield 
basis for a government bond of 17 to 19 
year term in the domestic markets of the re- 
spective countries: Canada, 3:01 per cent; 
United Kingdom, 3:09 per cent; Australia, 
3°76 per cent; New Zealand, 4:31 per cent; 
South Africa, 3:45 per cent; and the United 
States, 2:56 per cent,—but that United States 
issue is free of income tax, and therefore is 
not strictly comparable. No comparable 
quotation could be secured for France, but 
her perpetual rentes were selling in March 
on a 4:43 per cent basis while Canada’s per- 
petuals were on less than a 3:40 per cent 
basis. 


Interest Rates on Government Bonds 


I have also caused to be made certain cal- 
culations showing for the latest available date 
the average rate of interest being paid on the 
outstanding debt of several important coun- 
tries. In the case of Canada, the average rate 
on our outstanding debt including treasury 
bills and allowing for the effects of the con- 
version issue floated in London last January, 
was 3°53 per cent. As the volume of out- 
standing treasury bills and other short term 
debt varies considerably as between different 
countries and as the information regarding 
this short term debt is not available in all 
cases, I will use for purposes of comparison 
the average rate on our Canadian debt ex- 
cluding treasury bills. This was 3-67 per cent 
as at March 31, 19388. Contrast this percentage 
with the following figures for other countries: 
United Kingdom, 3-56 per cent; United States, 
2-69 per cent, but again I must point to the 
tax free feature of the United States obliga- 
tions; New Zealand, 3:79 per cent; South 
Africa, 3:92 per cent; Australia, 3-98 per 
cent; and France, 4°36 per cent. Of this com- 
parison I think Canadians have real reason to 
be proud. 

It may be of interest, Mr. Speaker. to 
make a further comparison with the Com- 
monwealth of Australia. There is frequent 
controversy in this country as to whether we 
should have followed the plan adopted by 


Australia in 1931 when the interest rate on 
outstanding government bonds was cut by an 
average of 224 per cent. I shall not under- 
take to pass judgment on the wisdom of such 
a policy for Canada in 1931 or 1932 but I do 
wish to point out that as at June 30, 1931, 
before the conversion operation took place 
in Australia, the average rate of interest on 
Australia’s outstanding debt was 5-25 per 
cent and as at June 30th last, it was 3:93 per 
cent, a decrease therefore in the average rate 
on the Australian debt of 25:1 per cent. On 
the other hand the average rate of Canada’s 
debt outstanding as at March 31, 1931 was 
4-98 per cent, and to-day the corresponding 
rate is 3-53 per cent, a decrease in the case 
of Canada of 29:1 per cent. 

In other words, by following a different 
and more normal policy, Canada has been 
able to secure a reduction in her average rate 
of interest by a larger percentage and to a 
lower relative figure. 

To keep the record straight, I wish also to 
mention two additional facts. First, the 
arbitrary reduction in interest was applied 
only to domestic holders of government bonds, 
a policy which it was easy to enforce in 
Australia because of the established practice 
of issuing bonds in registered form rather 
than bonds payable to bearer, and bonds 
payable optionally in two or more currencies. 
Secondly, the policy was only one part of a 
comprehensive program designed to reduce all 
costs, including wages, by an approximately 
equal proportion. 

Moreover, the Australian conversion offer 
was originally on a voluntary basis and it was 
only after 91 per cent of the bondholders 
had voluntarily accepted that the conversion 
was made compulsory on the 3 per cent who 
had dissented and the 6 per cent who had 
not been heard from. Canada has followed 
consistently the policy of offering voluntary 
conversions to holders of our bonds as these 
bonds become due or callable. This policy 
has amply justified itself. I have already 
shown the extent to which we have succeeded 
in reduging the average rate of interest on 
our outstanding debt. But rates of interest 
represent small figures and their full signi- 
ficance may not be apparent. Let me state 
the facts in another way. As at March 31, 
1938, our total bonds, debentures and treasury 
bills outstanding amounted to approximately 
$3,315,000,000. This represents an increase 
since 1930 of $1,031,000,000 due mainly to the 
emergency expenditures incident to the depres- 
sion. The annual interest charge, which 
represents the burden of this debt as at 
March 381 last, was $117,063,000 which was 
less than the corresponding figure at the end 
or any other year since the close of the war, 
with the single exception of March 31, 1930. 
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The interest requirement on the funded debt 
outstanding on the latter date was $114,577,000. 
It should be remembered, however, that since 
1930 we have invested a substantial sum in 
additional active loans and investments which 
as at March 31, 1988, accounted for an off- 
setting credit to the treasury of $5,470,000 in 
the form of interest receivable. If this sum be 
deducted, the net interest burden on the 
funded debt is less than in any year since the 
great war, in spite of the increase in the public 
debt itself of over $1,000,000,000 since 1930. 

Let me now sum up the argument I have 
been developing. In the first place we have 
succeeded in getting our interest rates on 
current borrowings down to levels comparable 
with those of the oldest and wealthiest 
countries in the world. Secondly, we have 
been able to reduce the average interest rate 
on our total outstanding funded debt to 
approximately 3% per cent, although much 
of that debt was created in years past when 
interest rates were substantially higher than 
they are to-day, again a level comparable with 
the oldest and wealtiest countries. Finally, 
in spite of the fact that during the depression 
years our funded debt has had to be increased 
by over a billion dollars, the burden of that 
debt in the form of its annual interest charge 
is less than the payment required to service 
our smaller debt in any year since the war 
except 1930. All this I submit is no small 
achievement for a young and debtor nation. 
It reflects careful administration of the govern- 
ment’s finances, a persistent endeavour to 
achieve a budgetary balance at the earliest 
practicable date, a healthy functioning of the 
capital markets, and the results of an easy 
money policy efficiently carried out. 


Monetary Policy 


There are some, of course, who appear to 
believe that the government should not pay 
interest at all or, indeed, should issue debt 
free money to finance its expenditures or to 
retire its interest bearing debt or to do both 
of these things. It is incredible that this 
hoary fallacy should persist after so many 
historical demonstrations of its devastating 
possibilities. Perhaps I underestimate the in- 
sidious appeal of a program which promises 
to make something out of nothing, although 
I must say that for no one more than for a 
minister of finance should such a program 
have seductive charm. How much easier my 
task would be if I could draw on the accu- 
mulated savings of the Canadian people with- 
out paying interest thereon or if indirectly 
I could do the same thing by issuing credit 
against our natural wealth, that is, against 
the resources of farm and forest and mine 
and factory now owned by the Canadian 
people as individuals and not by the dominion 


government. I am sometimes criticized be- 
cause I do not accept the so-called “new 
economics,” which in fact is centuries old. 
It dates back to the first monarch who, finding 
it difficult to replenish the royal coffers by 
taxation, tried to filch the needed funds from 
the pockets of his subjects by debasing his 
currency. When first introduced this currency 
debasement gave some temporary stimulus 
to trade, because there were in circulation 
more of the sovereign’s coins, albeit each had 
a lower intrinsic value. But when the smoke 
cleared away the net result became evident, 
namely, that the sovereign had obtained a 
larger share of the product of his people’s 
labour. It may be that our taxation system 
is not the most scientific, but at least the 
attempt has been and is being made to make 
it progressively more equitable. The kind of 
device to which I have been referring takes 
many different forms, but there is nothing 
more certain than this, that in any of its forms 
it constitutes the most unjust and most in- 
equitable type of taxation that could be de- 
vised. Not only that, but the inflationist 
expansion of currency and credit which it con- 
templates is bound to initiate unhealthy specu- 
lative activity and to result in overexpansion 
of particular industries. When maladjust- 
ments become too pronounced, the speculative 
boom always collapses and depression sets in. 
Surely we have suffered too much, Mr. Speaker, 
from the inflationist experience of the war 
and its sequel to deliberately embark upon 
such a program again. 

This is not the way of sound and healthy 
prosperity. On a recent occasion in the house 
I had the privilege of discussing the monetary 
policy which has been followed in this country 
in recent years and of showing why in my 
opinion that policy was well conceived. It 
has been an easy money policy designed to 
offset any deflationary tendencies and to en- 
sure that ample currency and credit would be 
available to meet the needs of industry and 
trade. Its general objective has been to pro- 
mote the maximum possible sustained level of 
productivity and the minimum possible level 
of unemployment. It is a tribute to the skill 
with which this policy has been administered 
that while currency and credit have been 
expanded at a quite rapid rate, the substantial 
rise in production and trade which occurred 
has been consistent and has taken place with- 
out speculative excesses or other unsound 
features developing in our economy. To mone- 
tary policy must be given at least some share 
of the credit for the health and soundness of 
our internal economic conditions which I have 
already reported. We may feel confident, Mr. 
Speaker, that it will adjust itself with equal 
efficiency to the changing conditions that may 
arise in the future. 


Economic Outlook 


In this review of current economic condi- 
tions during the past year, I have tried to 
indicate the divergent influences at work. The 
net result of these conflicting forces will 
determine the course of Canadian business 
during the remainder of this year. On the 
unfavourable side we find two external fac- 
tors which for us are uncontrollable and un- 
predictable. I refer to the progress of busi- 
ness depression abroad and to developments 
in the field of international relations. It is 
to be hoped that business in the United 
States is now dragging on the bottom and 
that the steps which have been and are 
being taken will promote an up-turn before 
the end of this year. In the United King- 
dom and other European countries, the accel- 
eration of the armaments program should 
exert a favourable short-term influence, al- 
though none of us look forward with con- 
fidence to the more distant results of a 
program which involves so heavy a concen- 
tration of the resources of the leading nations 
upon preparation for war. In the political 
field it is even more difficult to make predic- 
tions. Realism compels us to face frankly 
the fact that the potential dangers are indeed 
great. We can only hope that the forces 
which are striving to prevent war, while main- 
taining freedom, will achieve success. 

Any improvement in conditions abroad will 
strongly reinforce the influence of the fay- 
ourable forces which are at work within our 
own country. As I have already stated, our 
internal economy is sound, our price struc- 
ture is in reasonable balance, ample credit 
accommodation is available for further ex- 
pansion, and our people need not be affected 
by fear and uncertainty. Production in our 
major industries has shown what is relatively 
a moderate decline in the face of depressed 


conditions elsewhere and since February our 
index of the physical volume of business has 
been tending upwards. Moreover, there are 
now important forces at work which in my 
opinion should give a vigorous impetus to 
further recovery later in the year. Most 
important of these is the improved prospect 
for a good wheat crop and for good agricul- 
tural conditions generally. The mining in- 
dustry may also be counted on to provide a 
further stimulus. Finally, I am confident 
that as a result of the government’s program 
in relation to housing, municipal improve- 
ments, and national conservation and develop- 
ment generally, we may expect to see during 
the next few months the beginning of a more 
vigorous revival in the construction industry 
and the many industries which depend upon 
it. These are all powerful influences making 
for recovery, and if backed by the whole- 
hearted cooperation of all elements in our 
population, they should make the current 
year a reasonably satisfactory one. 


II 
GOVERNMENT ACCOUNTS, 1937-38 


Turning now, Mr. Speaker, to the govern- 
ment accounts, I am pleased to state that, 
because of the late date at which the budget 
is being brought down, I am able to present 
the figures for the past fiscal year in prac- 
tically their final form instead of making the 
provisional estimates which are usually neces- 
sary. Following the procedure of last year, 
I shall first, with the permission of the house, 
place on Hansard a number of tables giving 
a complete summary of revenues and expen- 
ditures under the usual categories and of the 
over-all deficit or increase of net debt for 
the fiscal year 1937-38, together with com- 
parative figures for the four preceding fiscal 
years: 


STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 


(000 omitted) 
Le, Estimated 
1933-34 1934-35 1935-36 1936-37 1937-38 
$ $ $ $ $ 
Tax Revenues— 
Customs import CGUGIOSE nay G cone bene 66,305 76, 562 74, 004 83,771 93,456 
BECIse cuties sepa ce ert eclectic orc 35, 494 43,190 44,410 45,957 52, 037 
War tax revenues— 
ani ts A se peelins dees Wiad sta Joctect seniors 1, 336 1,369 1,281 1,210 TO 
TIpsurance companies® s.ijo. pe <2 feiss 742 750 761 775 867 
INGOMOstAXa a tem tae tee oat nee 61,399 66,808 82,710 102,365 120, 366 
Salesttaxve, (ee eh Ot el Fe 61, 392 72,447 7, 552 112, 832 138, 054 
Manufacturers’, importations, stamps, 
transportation taxes, etc.............. 45,184 39,745 35,181 39, 641 42,765 
ax On ZOLA Meets cis ct — 3,573 1,413 — _— 
Total revenue from taxes: .icc¢ dis eeces see. 271, 852 304, 444 317, 312 386, 551 448, 652 
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inna atic tec kee atc ag a a ian ceil aati 
STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(000 omitted) 
=== —oo——————oo——&=—[—[—[—>—EoEEoEEEEeEEEeeeeeEeeETETETeETEeETETEEeTeTeTeeeeeeeeeeeeeeeeeee 


a5 Estimated 
1933-34 1934-35 1935-36 1936-37 1937-38 
$ $ $ $ $ 
Non-Tax Revenues— 
Wanede Graniet sot. shee shld. scien 1, 236 1, 205 1, 233, 1,192 680 
ANITA SA GIDOE EOS « 5 mu sig Bet crx jerern) ca mucistods Freres 56 47 49 48 47 
Po Coe eee a a ee, a ee 878 838 890 1,004 1,866 
RO OEMIEE MEER ORE ras Sorat de alnieis dee aisieoarnias 3, 622 4,337 4,636 6,276 6,598 
Chinese revenue 6s £ i dk RRR on ak dee 6 6 6 i 2 
LSS Che ag et ae a Re Ge, 440 485 542 646 692 
Hines and forfeiteresin /2s)..cc. ees sk bean 178 90 295 134 209 
Cpl: oe eae ee Te eee oe ee ed 39 43 42 56 60 
ae inspections. 2.5 godvee gee... 55. sn. 88k 76 96 91 93 88 
Insurance inspection...............+20-05- 149 139 147 152 162 
Interest on investments.................. 11,148 10, 963 10, 614 11,231. 13,120 
Lands, Parks and Forests................ 419 516 458 478 541 
WMigeING 6.3. eR Me 5c cas Ba ats sock BE 208 218 222 263 336 
Mawinprn’ AS AG. 0s 528 ab sae oh 188 181 187 205 206 
Military college .35 «ss seoeee ews wo cs SS 20 20 20 20 20 
Militia pensions revenue.................. 165 174 178 187 194 
Percinanies Lands: |. is: 6 SER oes cab, BRE 18 16 16 15 16 
Patent and copyright fees................ 429 426 455 464 452 
OBILeNtIANIC ge. ... = od Abe ss REE 98 74 68 62 63 
Host Ofice! wrt. 215s See aed oaR 30, 893 31, 248 32, 508 84, 275 35, 546 
Premium, discount and exchange......... —_— 752 36 — 27 
UDG WOTKBR jhe eee ee ss oe. 250 254 251 274 318 
REA: LiiGenCeS- ei ies 230 ete kav eet eee 1,291 1, 487 1,574 @)990} @) — 
R.C.M.P. officers’ pensions........... 0s. 12 11 1 11 
Weights and measures..............c00ee 400 407 401 396 393 
*Lotal non-tax revenues .%.2..o0...00%0 oo5. bee 52,219 54,031 54,910 58,478 61, 647 
Total ordinary revenues...........2..e00005 324, 071 358, 475 372, 222 445, 029 510, 299 
Special Receipts— 
Pinidry- xBoGkptsos. ek6% accee ees Ge te 409 3,397 320 (2) 8,464 3,009 
Other Credits— 
Refunds on capital account............... 90 80 2a 616 1,542 
Credits to non-active accounts............ 91 21 27 45 819 
Net credit resulting from various adjust- 
ments in Railway accounts authorized 
by Canadian National Railway Capital 
Revision Ach: 1037... G28... 2208 -Ket — — — — 1,023 
Total Special Receipts and Credits......... 590 3,498 374 9,125 6,393 
Grand Total Revenue.............. 324, 661 361,973 372,596 454, 154 516, 692 


(?) As from Nov., 1936, radio licence fees deposited to credit of The Canadian Broadcasting Corporation. 
(?) Includes $8,000,000 from Canadian Wheat Board taken into the accounts as an offset, in part, to the 
disbursements in 1935-36 re losses on 1980 wheat pool and stabilization operations. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS 


(000 omitted) 
ee eT ee 


Aa 1933-34 1934-35 1935-36 1936-37 | Estimated 


1937-38 
$ $ $ $ $ 
Ordinary expenditures— 
Norio] turers mama ccc. tatiana te 6,996 7,107 9,399 8,741 9,017 
Auditor Generals: Of Ceiusc. |. canciveci: 376 377 429 423 463 
Civil Service Commission................ Pil 221 259 305 358 
External A ffairs, including Office of Prime 
(VEINS ber Ser eyes Aen coriieerocos ishormaels 974 1,427 1,290 1,341 1,450 
Finance— 
Interest on Public Debt.............-+..- 139,725 138, 533 134, 549 137,410 132,118 
Cost of Loan Flotations...............- 2,550 2,890 OL Oe 3,839 4,555 
Premium, Discount and Exchange (net) 167 _ _— 400 —_ 
Subsidies to Provinces... +. 100-6 0ce. 13,728 13,769 13, 769 135°735 13,735 
Special Grants to Provinces............ 1,600 1,600 3,975 3,225 7,475 
Other Grants and Contributions........ 396 467 736 540 580 
Civil pensions and superannuation....... 1,032 943 854 787 995 
Government contribution to Superan- 

MUATIONMNUNG « sym Ae eee cre eine eee 1,986 1,948 1,875 2,019 2,065 
@ldvA ge, Pensions. 4.24. .ceee ae ear 12,314 14, 942 16, 764 21,149 28,653 
General Expenditure) ......00..0000 0000 Bi li 3,939 Belo 3,579 3,635 

PRIS OTIOS mtn. ci Saree tae ee 1,596 1,641 1,710 1,691 1,850 
Governor General’s Secretary’s Office.... 136 133 138 143 144 
[Insurance wc cok oh eee aoe 152 156 163 172 187 
TUBtICE ee onc: ee come ear come ATi 2,718 2,748 2,773 2,507 
Penitentianies*tcs. 4.sceee on nieieebis 2,677 2,667 PEPIN! 2,372 Dept itl 
PLD OUTE ea one care Ocean 561 581 660 720 706 
Mechnical Wducation....22..c0..2 sea 129 91 99 76 49 
Government Annuities—Payments to 
INaintaimpreserviemc cece eee ee 184 146 272 541 (*) 5,000 
Legislation— 
HlouseouComrmonsses pean eres 986 1,796 1,486 1,760 1,516 
bibraryiol Parliament... trod. sce ecee 69 71 76 75 79 
GUA tOo, Aste asaus no cecc terre oetaicc 286 491 491 587 i 536 
Generale mae oe 62 95 55 @ 57 
Dominion Franchise Office............. _— 1,545 498 53 76 
Chief Electoral Officer, including elec- 
LIONS sear at Mire tie ee cree 32 146 1,089 W2 45 
Mines and Resources— 
akoboobbrbteqicch 50) Nea sal or wrth oom aae aon oe — — ao —_ (2) 1,518 
Immigration and Colonization.......... 1,374 1,269 To22, Als 53 1, 163 
IndiancA fairs ee cues cattle eae ene 4,380 4,362 4,869 4,904 4,897 
INGTON eet on Seca oe ech eee 2,857 2,750 2,939 2,887 — 
Lands, Parks and Forests.............. — — — = 1,875 
Surveys and Engineering............... — — — — 941 
Mines and Geological Survey............. 909 965 1,040 1,135 658 
Movement of Coal and Domestic Fuel Act abe, 2,124 2,103 WADE 2 e521 
National Defence— 
Militia Serviceman. semeac oni mete 8,773 8,853 10,141 11,346 17, 223 
WavaliSenviconaicce ecko SUA ba Pee 2,380 4,763 4,372 
MIT Service ste octet een 1,685 2,258 3,777 5,822 10, 018 
Suncryaiee nr Cosmas. ease a Pee 847 847 879 992 1,147 
National Revenue (including Income Tax) 10,360 10, 166 10, 963 11, 205 11,870 
Pensions and National Health— 
Treatment and after-care of returned 

BOLDIET Seo cee ey eee 9,571 10, 127 11,060 11,579 12,152 
Pensions, War and Military............. 42,923 43, 232 42,790 43, 067 42,240 
Healthy Divisions erate emo 802 809 993 873 914 

PostiOiMice meee mera acacia eo cirene 30, 554 30, 252 31,438 31,906 33, 762 
TLV Va COUNCIL Pere E reno toi oiiisie tee 49 46 46 45 48 
PU DLUCTATCIIVeS feeereen ia Tene eee ee 157 209 165 160 170 
Public Printing and Stationery........... 172 368 169 169 161 
IRiblichWorkserk ra onathaa jase « 10,827 9,905 12,945 14,519 12,385 
Royal Canadian Mounted Police......... 5, 528 5,970 6,165 5,635 6,308 
DSOCTEtATY Ol; SUATO Myce hes eace. cee meters 387 395 705 655 692 


(1) This represents a tentative estimate pending definitive calculations by Department of Labour on an 
actuarial basis. ; 

(2) Prior to 1937-38 general administration expenses were not segregated from other expenditures of the 
respective Services of the Departments which were amalgamated to form the Department of Mines and 
Resources and the Department of Transport. 


15 
Ee 


STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 
aeaeaeaCeaa(eqaxNvauarooaqaQoQqquququeeememeemeee 
Ps Estimated 
1933-34 1934-35 1935-36 1936-37 1937-38 
’ ; $ $ $ $ $ 
Ordinary expenditures—Concluded 
Soldier Settlement................savs00. 810 746 762 806 801 
Trade and Commerce.................... 3,007 8,057 3,458 5,523 4,070 

eanddaiGrei Actes. 108 ees, 1,759 1,679 1,848 1,739 1,675 

Mail Subsidies and steamship subven- 

MIODS co cesta « iin od crete tis okie eee 2,221 2,274 2,426 2,120 2,029 
Transport— 

Adrainsstrating.. . 86) eee ha ecko. — — — —_ () 358 

aE IQR OROG ook « Moe is OM ce _— _ _— — (2) 2,961 

MORO er ee ea 5,439 5, 742 5,857 5,614 4,308 

Canadian Broadcasting Corporation... . 1,025 1,249 1,500 878 _ 

Railways and Canals................... 2,315 4,581 4,250 4,019 3,927 

Maritime Freight Rates Act........... 1,989 2,529 2,348 2,506 3, 182 

Railway Grade Crossing Fund......... 310 275 128 54 180 

Total ordinary expenditure..... 351,771 359,701 372,539 387,112 410, 954 
Carita EXPENDITURE 
SS Bee See ee ee ee a 1,986 338 458 52 — 
IPT AS a SEM OSY e ucar cous oh SORE. 754 526 287 203 71 
EMIS VOEEB eon sa cee, tee 3,840 6, 243 5,799 3,237 4,359 
Total capital expenditures...... 6,580 7,107 6,544 3,492 4,430 
SrectAL EXPENDITURES 
Unemployment Relief Act, 1930............ 4 26 — _- 
Unemployment Relief Act, 1931............ 564 52 26 — —- 
Unemployment Relief Act, 1932............ 6,948 399 111 _— -- 
Unemployment Relief Act, 1933............ 28,382 2,420 494 ~- _ 
Unemployment Relief Act, 1934............ —_— 49,114 1,152 = — 
Unemployment Relief Act, 1935............ _ — 48,027 — - 
Special Supplementary Estimates— 
Administration—Relief Acts, 1936 and 

BST 5 bo canlen yet ak Ae Re ah ee — — -~ 194 378 
Grants-in-aid to Provinces............... _ — — 28,930 19,493 
Dominion share of joint Dominion-Provin- 

RIAL HEOIGHA). rakinnniac mane reat ee _ — — 12,692 8,841 
Mominron F voecws coasts eee ae ee _ _ _— 23,554 13,911 
Transportation facilities into mining areas ~ — — 1,221 1,324 
Railway Maintenance Relief Work........ — _— — 2,662 —_— 

35,898 51,987 49,836 69, 253 43,947 
Western Drought Area Relief— 
BPOUG UCLIBL fe aire aco ee ee eee aod -- — 5,144 11,925 
Feed and fodder and freight thereon..... — — —_— So) OL7 11,352 
Freight charges on movement of cattle... — _ _ 90 — 
Expenses of marketing cattle............ -- — a a 337 
Purchase and distribution of foodstuffs. . — -- — _- 971 
— _ _ 8,751 24,585 
Public Works Construction Acts............ _— 8,673 29,581 — -—- 
1930 Wheat Crop Equalization Payments 
YL I Ee Oe AE ES YE SOR to. — _ 6, 600 — _ 
Loss on 1930 Wheat Pool and stabilization 
operations— 
Payment to Canadian Wheat Board of net 

liability assumed as at Dee. 2, 1935.... _— — 15,856 — = 
Loss on 1930 oats pool under guarantee of 

bank advances to Canadian Co-oper- 

ative Wheat Producers, Limited...... _— _ 174 _ — 

Total special expenditures...... 35, 898 60, 660 102,047 78,004 68, 532 


(@) Prior to 1937-38 general administration expenses were not segregated from other expenditures of the 
respective Services of the Departments which were amalgamated to form the Department of Mines and 


Resources and the Department of Transport. 


(2) Prior to 1937-38 expenditures on civil aviation, now the Air Service Branch of the Department of 
Transport, were included under expenditures for the Air Service Branch of the Department of National Defence, 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Concluded 

(000 omitted) 
Ne 


A : Estimated 
— 1933-34 1934-35 1935-36 1936-37 1937-38 
$ $3 $ $ $ 
GovERNMENT OWNED ENTERPRISES 
Losses charged to Consolidated Fund— 
Canadian National Railway System, 
BLCAStSRMULINGR a Aemcailerier a cies /ss 6 hia orci sts 52,264 42,590 41,796 37,449 37,882 
MASteDO Me Seatac ciate che <feicis «lsyrdaaehes 6, 692 5,818 5,625 5,854 4,464 
Canadian National Steamships........... —_— — 270 — — 
National Harbours Board................ — — 1,126 250 289 
panies @ana da Atm LANCE. ciecccice +e 52 aster —_ _— _- — 111 
Total charged to consolidated 
TRUGING lip NR Sn 35 Cae ERO Ooch 58,956 48,408 48,817 43,553 42,746 
Loans and advances non-active— 
Canadian National Steamships........... () 14 487 (4) 333 (4) 1,754 104 
National Harbours Board................ 2,110 1242 2,456 2,419 1,983 
Total non-active advances...... 2,096 1,729 2,123 665 2,087 
Total government-owned enter- 
RISES bash satin ari oer 61,052 50,137 50, 940 44,218 44,833 
OTHER CHARGES 
Write-down of assets chargeable to Consoli- 
dated Fund— 
Reduction in soldier and general land set- 
MlloTMe Mtl OSU eee cere che auth suieceets ose) ey Naan 1,766 469 488 628 750 
Yearly established losses in seed grain 
and relief accounts—Department of 
Mines aud Resources: ..da..6...-- esac. 91 21 27 44 14 
Cancellation of Canadian Farm Loan 
Board— Capital Stocke...eg.ss.2-00 56 _— —_ _ 20 10 
Province of Manitoba Treasury Bills.... _ _ _— _ 805 
Non-Active Accounts— 
Canadian Pacific Railway advances (Re- 
TRAST) tener ye taauct: rueitrcnr oe cereus 1,000 —— -- — — 
Active assets transferred to non-active... _— 11 _— (2) 18,487 139 
Total other charges............ 2,857 501 515 19,179 1,718 
Grand total expenditures....... 458, 158 478,106 532, 585 532, 005 530, 467 


(2) Credit. (2) Dominion contribution to Voluntary Debt Adjustment Program effected in Provinces of 
Manitoba and Saskatchewan respecting Drought Area Relief that was financed by the Dominion to January 
1, 1935—Manitoba $805,000, Saskatchewan $17,682,000. 


SUMMARY OF REVENUES AND EXPENDITURES 


(000 omitted) 

Pe a ak er ek 
Ordinary expenditures...........0sesseeeese 851,701 359, 701 372,539 387,112 410,954 
COlwohtatar eaten Renda) Miko ees ae pe OOO ECs 324,071 358, 475 372,222 445,029 510, 299 

Deficit (—) or surplus (+) on ordinary 
DECOULL ME. ese eerie sede ties —27,700 —1,226 —317 +57,917 +99, 345 
Special expenditures.............-+-.++s0+- 35, 898 60, 660 102,047 78,004 68, 532 
WOss EPSCIANTECEIDtSs ce ein. cieielse ls ve tons > © 409 3,397 320 8,464 3,009 
Balances tescen Sere 378 COAG MS SO Oe 35, 489 57,263 101,727 69,540 65, 523 
Add—Capitall expenditures................. 6, 580 7,107 6,544 3,492 4,430 
“~~ Government Owned Enterprises...... 61,052 50,137 50,940 44,218 44,833 
co Onherpeharoosseeee sable rss riiccrtls aan 2,857 501 515 19,179 1,718 
: 105,978 115,008 159,726 136,429 116, 504 
Thess obMenGredeussenemmree ei icietstaeletlaterks 181 101 54 661 5,384 
ie, 105, 797 114,907 159, 672 135, 768 113,120 
Add deficit or deduct surplus as above...... 27,700 1,226 317 57,917 99,345 


|__| 


Over-all deficit or increase of direct net 
ros) 0% Rae ee niga Ma cee east emia ioab rote 133,497 116, 133 159, 989 77, 851 13,775 
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Revenues, 1937-38 


With regard to revenues for the fiseal year 
1937-38, the last fiscal year, our revenues from 
taxation and all other sources aggregated 
$516,692,000. This total exceeded that of the 
previous year by some $62,538,000, and 
surpassed by $55,835,000 the previous high 
total of the fiscal year 1928-29. The extent 
of our recovery from the low point of the 
depression is strikingly illustrated by the fact 
that our total revenue for 1937-38 represented 
an increase of more than 65 per cent over 
that for the low year 1932-33. 


Total revenue from taxation amounted to 
$448,652,000, and exceeded the total for last 
year by over $62,000,000. Every major tax 
source contributed to this increase. 

The sales tax for the second successive year 
led the field as a revenue producer. The 
total of $138,054,000 was $25,222,000 in excess 
of the previous year, and this increase resulted 
almost solely from a heavier turnover of 
merchandise and a higher price level, as the 
rate of tax has remained unchanged since 
May 1, 1936. 


The income tax, which along with the 
sales tax now provides over one-half of 
our total tax revenue, was the second largest 
producer. Receipts from this source amounted 
to $120,366,000, an increase of $18,000,000 over 
last year, and much the highest total on 
record. There is no more conclusive evidence, 
Mr. Speaker, of the substantial improvement 
in both individual and corporate incomes. 
Of the total receipts, $69,769,000 was derived 
from corporations, $40,445,000 from the tax on 
individual incomes and $10,152,000 from the 
five per cent tax on interest and dividends. 


Excise duties, levied principally on liquor 
and tobacco, increased $6,080,000 over the 
previous year, to a total of $52,037,000. 


Customs duties accounted for $93,456,000, 
a substantial increase over last year when the 
total was $83,771,000. Although this revenue 
falls far short of previous high totals in 1929 
and 1920, it must be noted that the proportion 
of imports entering this country entirely free 
of duty is larger at the present time than it 
has been since the turn of the century. In the 
two high revenue years mentioned, 1929 and 
1920, for example, duty-free imports accounted 
for only about one-third of the total, whereas 
last year and the year before free imports 
amounted to almost one-half of our total 
imports. 

Special excise taxes, of which the three per 
cent tax on imports is the most important 
as a revenue source, showed an increase of 
$3,124,000 over the previous year, the total 


receipts amounting to $42,765,000. The bank 
note circulation tax continues to decline from 
year to year due to the statutory decreases 
in the note circulation of the chartered banks. 


Non-tax revenues, that is to say, the revenues 
derived from investments and from various 
departmental services, aggregated $61,647,000 
during 1937-38, and increase of $3,169,000 over 
the previous year. This increase took place 
despite the fact that radio licence fees, previ- 
ously shown as non-tax revenue, were elimin- 
ated from the government’s accounts in 1937- 
38 and credited directly to the Canadian 
Broadcasting Corporation. The largest single 
item in this group of non-tax revenues is 
Post Office receipts which totalled $35,546,000, 
an increase of $1,271,000 over 1936-37. The 
nominal surplus on Post Office operations is 
estimated at $1,784,000. The other major 
source of non-tax revenue, interest on invest- 
ments, totalled $13,120,000, as compared with 
$11,231,000 during the preceding year. This 
increase is largely accounted for by the receipt 
of $1,700,000 from the Canadian National Rail- 
Ways representing interest paid on capital 
advances made to the railway by the govern- 
ment. It will be remembered that payment 
of interest on these advances was provided for 
in the C.N.R. Capital Revision Act passed 
at the last session, so that this represents a 
new revenue item in our accounts. 


Special receipts and other credits for the past 
fiscal year totalled $6,393,000, as compared with 
$9.125,000 in the previous year. The excep- 
tionally large figure for 1936-37 was accounted 
for by the $8,000,000 payment from the Cana- 
dian Wheat Board for which there is no 
counterpart in the year under review. The 
total this year is comprised mainly of refunds 
on relief and capital expenditures and a net 
credit of $1,023,000 resulting from adjust- 
ments made in the railway accounts under 
authority of the C.N.R. Capital Revision Act. 


Expenditures, 1937-38 


In dealing with expenditures, I shall, for the 
purpose of analysis and comparison with previ- 
ous years, use the five main categories in 
which expenditures are now classified in the 
public accounts, but I wish again to emphasize 
the importance of concentrating our attention 
on the aggregate of our expenditures of all 
kinds, and on our over-all deficit rather than 
on ordinary expenditures and the surplus or 
deficit on ordinary account. 


ORDINARY EXPENDITURES 


The ordinary expenditures for the year 
totalled $410,954,000, an increase of $23,842,000 
over the previous fiscal year. As ordinary 


18 


SSE 0 oom 


revenues amounted to $510,299,000, the so- 
called surplus on ordinary account was almost 
$100,000,000. As I have already stated, how- 
ever, this surplus on ordinary account has only 
slight significance under present conditions 
which require substantial expenditures for 
relief and other purposes. 

The largest increase in ordinary expenditures 
was accounted for by the new defence pro- 
gram initiated last year. Total expenditures 
of the Department of National Defence dur- 
ing 1937-38 amounted to $32,760,000, an in- 
crease of $9,837,000 over the previous year. 
The dominion’s share of the cost of old age 
pensions increased by $7,504,000 to a total of 
$28,653,000. Special grants to provinces in- 
creased by $4,250,000, reflecting depressed 
conditions in western Canada. The cost of 
running the Post Office, due chiefly to in- 
creased business, rose by $1,856,000 to a total 
of $33,762,000. I wish to call special atten- 
tion to an item of $5,000,000 representing the 
estimated amount required to be transferred 
to the Government Annuities Fund to main- 
tain the reserve. This amount is very much 
larger than the provision made in any previ- 
ous year and the increase results from the 
necessity of valuing our liabilities under 
annuity contracts in force as at March 31, 1937 
on the basis of the increased rates now in 
effect. I should add that the figure mentioned 
is only a rough estimate pending completion 
of the actuarial calculations by the Depart- 
ment of Labour. It is obvious also that this 
item adds to our expenditure for the past 
year an estimated $5,000,000 which is really 
attributable to the operations of many prior 
years. Other increases in ordinary expendi- 
ture were of minor significance. 

Fortunately I am also able to report a 
number of decreases in ordinary expenditure. 
Of these the most important were declines 
of $2,134,000 in ordinary expenditures on 
public works, $1,306,000 in the cost of opera- 
tions of the marine branch of the Department 
of Transport, and $5,292,000 in interest paid 
on public debt. This last-named decrease 
in annual interest charges is one to which 
I will have occasion to refer later. 


CAPITAL EXPENDITURES 


Total expenditures charged to capital ac- 
count amounted to $4,430,000, an increase of 
$938,000 over the previous year. Of this 
amount $4,359,000 was spent for public works 
construction. 


SPECIAL EXPENDITURES 


The next category of expenditures which 4 
wish to discuss is that important group or 
items which are classified as Special, anil 
which this year, as last year, relate solely to 
disbursements made for unemployment relief 
purposes. The aggregate of these expendi- 
tures for the year 1937-38 amounted to $68, 
532,000, a decrease of $9,472,000 from the 
previous year. 

Direct grants in aid to provinces declined 
from $28,930,000 in 1936-37 to $19,493,000 in 
1937-38, and the dominion’s share of joint 
dominion-provincial projects, including trans- 
portation facilities into mining areas, de- 
creased from $13,913,000 to $10,165,000. The 
total cost of public works and other projects 
sponsored by the dominion alone amounted 
to $13,911,000 last year as compared with 
$23,554,000 during the preceding year. 


The largest single item of special expen- 
ditures, however, was necessitated by the 
disastrous drought in Saskatchewan and Al- 
berta to which reference has already been 
made. To meet the emergent and unforeseen 
problems created by this renewed drought 
condition, the dominion government felt ob- 
ligated to appropriate funds by governor 
general’s warrants in order to pay the ex- 
penditures involved in purchasing and dis- 
tributing feed and fodder for live stock in 
the drought-stricken areas, and in providing 
direct relief to farmers living in these areas. 
Agreements were entered into with the pro- 
vinces of Saskatchewan and Alberta under 
which the dominion agreed to bear 100 per 
cent of the cost of direct relief in the drought 
areas as defined, and 100 per cent of the cost 
of feed and fodder for live stock, including 
the net freight charges incurred on live stock 
shipped from the drought areas to suitable 
feeding ground and return therefrom. Ar- 
rangements were also made for the marketing 
of surplus live stock which cost the dominion 
treasury the sum of $337,000. The amount 
spent for direct relief was $11,925,000 in the 
drought area; for feed and fodder $11,352,000; 
and for the purchase and distribution of food- 
stuffs $971,000. The total of these special 
expenditures for western drought area relief 
amounted to $24,585,000, which compared with 
an expenditure of only $8,751,000 for similar 
purposes in the fiscal year 1936-37. Of this 
total, the sum of $19,232,000 was expended 
from the moneys provided by governor 
general’s warrants. 

The following table which I will place on 
Hansard compares the expenditures made for 
direct relief and various unemployment re- 
lief projects during each of the last two 
fiscal vears:— 
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UNEMPLOYMENT RELIEF EXPENDITURE 


Grants-in-aid to Provinces...............0c2eeeeeeees 


Dominion’s share of joint Dominion- 


Pepa yemeial PrOOCES. «<< <5)... adn urdecreae eee ener 


Railway Maintenance Works 
Dominion Projects:— 


Department of Public Works..............-0.008% 
Department of National Defence................. 
National Harbours IB ain. occ cetas., alt hva atl a eevee 


Department of ih eecatties Lats Aes SOU RR eee 
Department OF TR wanepork Me snniten. ack ban hins e 
Miscellaneous and Sundry Departments.......... 


Special Drought Area Relief:— 


PeCRG, AUOIO’.— ¥, boc! tower, Seimei s clas oa barge brat + 
Agricultural Relief (feed and fodder and freight on live stock)......... 
cig of HOT Rh (et Sen Oke Minit Ne ot are pa 


1936-37 1937-38 
$ $ 
+a Sian Ria es as 28,929, 774 19,493,000 
2aL DO, Ae 13,912,623 10, 165, 000 
Ss nee Ea RISER 2,662,084 — 
Pe mers arses Roce Ge 10, 043, 785 7,098,000 
2a MA AS eee te 3,746,849 75,000 
< Pea -ceouey ae oe 4,733,256 1,565,000 
ee ne eer 2,182,794 1,474,000 
eo eens te 1,048,738 1,937,000 
oi: OR ee a ee 1,152,035 882,000 
eos rene oop 840,773 1, 258, 000 
ond gvclel co eee REE Rte 5,143, 658 11,925,000 
3,607,333 11,689,000 
A cot katy R45 _ 971,000 
78, 003, 702 68, 532,000 


GOVERNMENT OWNED ENTERPRISES 


The next main category of expenditures to 
which I wish to call attention comprises 
the losses of, and non-active advances to, 
government owned enterprises which are oper- 
ated as separate corporations. 

Canadian National Railway System 

Operating revenues of the Canadian National 
Railways amounted to $198,396,000, an in- 
crease of $11,786,000, or 6:3 per cent over the 
corresponding figure for 1936, in spite of the 
falling off in grain traffic in the late months 
of last year resulting from the crop failure 
in western Canada. 

Operating expenses of the railway increased 
by $9,311,000 or 5-4 per cent, to $180,789,000, 
although wage cuts were partially restored 
in 1937, the increase in the railway’s payroll 
amounting to $6,584,000. This moderate in- 
crease in operating expenditures for the higher 
volume of traffic carried, compared favourably 
with the showing made last year by other 
railway systems on this continent. 


The net revenue available for interest on 
the railway’s debt was $8,287,000 compared 
with $6,409,000 in the preceding year. After 
payment of interest charges of $50,633,000, 
including $1,685,000 to the government on 
capital advances not paid in previous years, 
there was a net income deficit of $42,346,000 
for the year, a decrease of approximately 
a million dollars from the comparable figure 
for 1936. 

Under the provisions of the Canadian 
National Railways Capital Revision Act, cer- 
tain changes were required to be made in 
the books of the dominion. These reflected 
the transfer to the securities trust of certain 
indebtedness formerly held by the minister 
on behalf of his majesty in exchange for 
capital stock of the trust, together with other 
adjustments in non-active accounts which re- 
sulted in a net credit of $1,023,000 as shown 
in the table of revenues. A recapitulation of 
these changes is given in the table which 
I now place on Hansard: 


Adjustment in Public Accounts resulting from Canadian National Railways Capital 
Revision Act, 1937 


Credit— 
Non-active assets: 
Railway accounts (old).. A 
Railway accounts (loans non- -active) .. 


Investments in Canadian government railways. . 


Active assets: 


Canadian government railway stores and open accounts.. 


. $ 25,607,393 

655,527,456 

589,708 
$681,724,557 


15,748,922 


$697 ,473,479 


20 


Adjustment in Public Accounts resulting from Canadian 


National Railways Capital 


Revision Act, 1937—Cone. 


Debit— 
Non-active assets: 


Canadian National securities trust stock account.. .. 
Canadian National stock account... .. 2. «2.0 ss we a 4: 
Investment in Hudson Bay railway.. .. .. 


Active assets: 


Canadian government railways working capital... . 
@hargesisomcousolidated, funds. tie crseeses os creme ew cmstarnaie ee ort ere 


.. .. $269,325,706 


18,000,000 
457,527 

_ $287,783,233 

16,771,980 

392,918,266 


$697,473,479 


The increase of $1,023,058 in active assets shown by the above table is due to a transfer 
from Canadian government railways capital account to active assets—Canadian government 


railways working capital. 


CANADIAN NATIONAL STEAMSHIPS 


The operations of the Canadian National 
(West Indies) Steamships Limited in 1937 
after payment of bond interest to the public 
but before depreciation and interest on gov- 
ernment advances, resulted in a surplus of 
$189,000, which was paid to the government 
in partial reimbursement of prior deficits and 
interest. The corresponding figure in 1936 
was $87,000. 

An advance of $16,000 was made to the 
company for capital improvements on vessels 
under its control. In addition to this non- 
active advance, the table of expenditure also 
shows a further amount of $88,000 which 
represents an adjusting entry in connection 
with the 1936 surplus which was credited in 
1936-37 to loans and advances, non-active. 


HARBOUR COMMISSIONS 


The operations of harbours under the new 
national harbours board again showed an im- 
provement over the results obtained during 
the preceding year. Operating income for 
the calendar year 1937, after payments of 
interest to the public but before depreciation 
and interest payable to the government, 
totalled $2,872,000 or an increase of $598,000, 
as compared with 1936. This does not take 
into account the operations of the Prescott 
and Port Colborne elevators and of Churchill 
harbour, which were placed under the con- 
trol of the board during 19387. 


Government assistance to harbour commis- 
sions charged to expenditure during the fiscal 
year totalled $2,272,000. Of this amount 
$289,000 represented the operating deficit of 
the harbours at Quebec and at Churchill and 
of the elevator at Prescott. The remainder 
comprised non-active advances of $367,000 for 
the deficit on the Jacques Cartier bridge at 


Montreal, $1,269,000 for retirement of obliga- 
tions of the harbour commissions at Halifax 
and Saint John, and $347,000 for capital pur- 
poses at Saint John, Three Rivers and 
Churchill. 

In addition to the foregoing items an ex- 
penditure of $1,565,000 on various works at 
certain of the harbours was made under auth- 
ority of the special supplementary estimates 
and charged to special expenditures. 


TRANS-CANADA AIR LINES 


A new item of expenditure appeared for 
the first time last year in our accounts under 
the heading of government owned enterprises. 
This was the net deficit of the Trans-Canada 
Air lines for the period June lst to Decem- 
ber 31, 1937. The amount of the deficit con- 
tributed by the government and charged to 
expenditure was $111,000. 


To sum up, the total amount of assistance 
to the various government owned enterprises 
which was treated as expenditure in our ac- 
counts was $44,833,000. For 1936-37 the total 
was $44,218,000, the slightly smaller amount 
being accounted for by a substantial credit 
from Canadian National Steamships because 
of the winding up of the Canadian Govern- 
ment Merchant Marine. Advances to govern- 
ment owned enterprises which are treated as 
active assets I shall refer to later. 


OTHER CHARGES 


The final category of expenditures, namely, 
Other Charges, accounts for a total of only 
$1,718,000 last year as compared with over 
$19,000,000 in 1986-37. This is comprised of 
the usual write-offs of soldier and general 
land settlement loans and the old seed grain 
and relief accounts, amounting together to 
$764,000, ascertained losses and concessions 
granted and credited to settlers’ accounts 
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under the New Brunswick 500 British 
family settlement scheme, amounting to 
$139,000, and the final charge to consolidated 
fund of $805,000 of Manitoba treasury bills 
which were written down to non-active assets 
last year as the dominion’s contribution to 
the voluntary debt adjustment program in 
that province. As the write-down to non- 
active assets took place last year, the charge 
to consolidated fund this year is offset by a 
corresponding credit. 


SUMMARY OF EXPENDITURES 


If we add together ordinary, capital and 
special expenditures as well as expenditures 
in connection with government owned enter- 
prises and the other charges to which I have 
just referred, we find that the grand total of 


expenditures for which the government is 
responsible aggregated $530,467,000 during the 
fiscal year 1937-38. This is approximately 
$2,000,000 less than the total for each of the 
two preceding fiscal years. 

I wish again this year to place on Hansard 
a table showing the percentage distribution 
of revenues and expenditures, that is to say, 
the percentage which each major source of 
revenue and each major item of expenditure 
bears to our total revenue as well as to our 
total expenditure. This table is subject to 
the same defects to which I called attention 
last year, but with the new form of estimates 
which we introduced this year I am con- 
fident that in future years most, if not all, of 
these defects can be removed. 


PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1937-38 
(000 omitted) 


ee ee 


Revenues 


Ordinary Revenue— 


Lilja) 20) coe IEE eR: SERA RP e Bras jer 
Wpasbo Ss DUIGHS. (ones ceeds sated caine eee = 
LET Clog! Deni: Ree 4 a ane ene rts. gear 
PII AS. Wane See tae ree es ok Ae eRe eR ee 


Total Revenue from taxes..............-- 
Non-tax Revenues............- es ee ee 


Total Ordinary Revenues...........----- 
Special Receipts and Credits............2-e+eseeeeeee 


Other Receipts and Credits— 


Refunds of capital expenditures and receipts on non- 


AGI AGCOUMG: «<5. ovacdagr ss phase nme cere p eels 


Grand Total Revenues.............+.0005 


Amount Percentage Percentage 
(estimated) of total to total 
Revenues Expenditures 
$ $ $ 

= 120, 366 23-29 22-69 
ony 93,456 18-09 17-62 
aon 52,037 10-07 9-81 
a 138, 054 26-72 26-03 
ee 42,765 8-28 8-06 
nd 1,974 0-38 0-37 
ses 448 , 652 86-83 84-58 
sare 61, 647 11-93 11-62 
a 510, 299 98-76 96-20 
wee 3,009 0-59 0-57 
“ 3, 384 0-65 0-64 
Ke 516, 692 100-00 97-41 


= ESSE 


————————————————————————————————————————————————eeucReaeOoOoD>EOOvN((—{w—oaa>>=j_a=_=—m=—] 


Expenditures 


Ordinary Expenditures— 


Interest on public debt.........--.++s-eeeeeeeeeee 


Cost of loan flotations— 


Amortization of bond discount, etc........... 
Charges of management...........0+00se+eseeeees 


Total public debt charges...........--++- 
Subsidies and special grants to Provinces......... 


Old’ Bae Pensions... ......+- ++. Betti roereee 
Civil Pensions and Superannuation charges........-.- 


Pensions and after-care of soldiers— 


Pensions, War and military............... ae 
Treatment, and after-care of returned soldiers... . 


Amount Percentage Percentage 
(estimated) of total to total 
Expenditures Revenues 

$ $ $ 
Sar 132,118 24-91 25-57 
nae 4,555 0-86 0-88 
aa 202 0-04 0-04 
i. 136,875 25-81 26-49 
sp 21,210 4-00 4-10 
ee 28, 653 5-40 5-55 
995 0-19 0-19 
sae 42,240 7-96 8-18 
12, 152 2-29 2-35 
sae 54, 392 10-25 10-53 
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PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1937-388—Concluded 


(000 omitted) 
Amount Percentage Percentage 
Expenditures (estimated) of total to total 
Expenditures Revenues 
$ $ $ 
Ordinary Expenditures—Concluded 
Roca BEN, Ae a enh ee Be eins Shot aa 9,017 1-70 1-74 
Fisheries..... £1 A ac tn tl ORE ane ed ord am ae RO 1,850 0-35 0-36 
serislatlonves Wes See eet c thes cc at Abin ere terns a 2,309 0-44 0-45 
Minesiandmresonunces satel iceor a ieccltacae saoreciaet ahd 13,573 2-56 2-63 
INSTION SLE) CLEN Cem mrt cien: cus entxGee mee inieroeeuein sree 32,760 6-17 6-34 
ROStO PICOle Bue tke heater. Haactnahbste eal ctne stoke ne ear actee 33, 762 6-36 6-53 
US LICR WOT Sa. etn cat alee tree Reet eae ste eve are ake 12,385 2-33 2-40 
MEAN SOOM baer ias ver as cree radar e rik oiaua te eay a mea enenrie 14,916 2-81 2-89 
NIM Gye Oey ss Regie taen ets 4 8 a le desl iets athe hash it eet tow ey eran 48 , 257 9-10 9-34 
Total Ordinary Expenditures................ 410, 954 77-47 79-54 
Capital Expenditures— 
RAUIWAYS:. botets Sole mne Ge Romer. Me inh naw on oaths sa eons 71 0-01 0-01 
PU LICNWiOR KG x Ak ie cha hee nie Mismcn te oneal cae tae 4,359 0-83 0:85 
Total/Gapival Hxpenaduunes. 2m scsi a: 4,430 0-84 0-86 
Special Expenditures— 
Grants-10-a10) tO denOVINCeS... ace saci slehis -oenioeecar no: 19,493 3-67 3-77 
ID OMMMATO NETO Je CUS ares) ateacer ection eecreyderce eerste egies toe 13,911 2-62 2:73 
Western Drought Area Relief..............0...00005 24,585 4.64 4-76 
MMs cell an eQuG meme raise atcrereis crane erences 10,543 1-99 2-00 
Total Special Expenditures.................. 68 , 532 12-92 13-26 
Government Owned Enterprises— 
Losses charged to Consolidated Fund— 
Canadian National Railways. ...........c+.-.0.. 42,346 7-98 8-20 
National Harbours Board and Trans-Canada 
(Arp GIN CSMEN aticr bac cc Be ee eee rae: 400 0-08 0-08 
Loans and Advances Non-active— 
National Harbours Board and Canadian National 
Steanishipg eee nse een eae ot moe yar 2,087 0-39 0-40 
Total Government Owned Enterprises....... 44,833 8-45 8-68 
Other Charges— 
Wanite-d Owrrowasse tater ic oc meee container ae 1,718 0-32 0-32 
Grand Total Expenditures................... 5380, 407 100-00 102-66 


Over-All Deficit 


As I have reported our total revenues at 
$516,692,000 and our total expenditures at 
$530,467,000, it is apparent that the over-all 
deficit, in other words, the increase in net 
debt, for the fiscal year which ended on March 
31 last, was $13,775,000. 

While naturally I am disappointed to have 
to report any deficit, I believe there is cause 
for gratification over this close approach to a 
balanced budget after eight years of very 
large deficits. It will be recalled that for 
1936-37 the realized deficit was $77,851,000 and 
that when I delivered the budget speech last 
year I did not venture to forecast a deficit 
for 1937-88 of less than $35,000,000. That we 
have done so much better than that forecast 
is all the more gratifying when we consider 
the abnormal item of $5,000,000 added to the 


annuities reserve and the substantial unan- 
ticipated increase in our expenditures result- 
ing from the crop failure in western Canada. 
As I have already indicated, the increase in 
our special expenditures resulting from in- 
tensified drought conditions was over $20,- 
000,000, and the increase in the C.N.R. deficit 
arising from this cause was at least $7,000,000. 
Had it not been for this unfortunate catas- 
trophe, it is clear that to-day I would have 
been able to report an over-all surplus. 


The progress which this government has 
made in approaching its objective of a balanced 
budget within the shortest practicable period ig 
indicated by the fact that, while the over-all 
deficit in our first year, 1935-36, was $159, 
989.000, the deficit was reduced to $77,851,000 
in 1936-37, and to $13,775,000 during the past 
fiscal year. 
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Loans and Investments 


Active Assets 

In addition to the expenditures for the year, 
as outlined, we should also take into account 
loans and investments which are treated as 
active assets in the public accounts. For the 
year under review, the transactions in loans 
and investments resulted in a net credit to 
the dominion treasury of $4,202,000 as com- 
pared with a net debit during 1936-37 of 
$21,457,000. In other words, total repayments 
of loans and advances made in previous years 
exceeded new advances made during the year 
by a substantial amount. 


LOANS TO PROVINCES 

The total of loans made to the four western 
provinces for-relief purposes during the fiscal 
year 1937-38 was slightly higher than the 
total advanced in 1936-37. The net amount 
of such loans was $16,298,611 which compares 
with $15,462,477 made during the preceding 
fiscal year. The Unemployment and Agri- 
cultural Assistance Act of 1937 restricted such 
assistance to a maximum amount to be 
measured by the provincial share of the cost 
of unemployment relief and relief projects 
incurred under agreements with the dominion 
entered into pursuant to the act. Further 


more the terms of the act required any provy- 
ince desiring assistance by way of loans to 
establish the necessity therefor by the sub- 
mission of detailed statements of the financial 
position of the province. 

As at March 31, 1938, loans made to the 
four western provinces under authority of the 
various relief acts were outstanding in the 
dominion’s books to an aggregate amount of 
approximately $129,800,000. The totals for 
the various provinces, in round figures, were 
as follows: Manitoba, $22,285,000; Saskatche- 
wan, $48,350,000; Alberta, $26,079,000; and 
British Columbia, $33,087,000. In the case of 
Manitoba, the total which I have given is 
the amount outstanding after deducting the 
sum of $804,897 written off in accordance 
with vote 392 of the further supplementary 
estimates for 1936-37, and in the case of Sas- 
katchewan the total given is after deducting 
the sum of $17,682,158 written down to non- 
active assets pursuant to vote 393 of the 
further supplementary estimates for 1936-37. 

I desire now to place on Hansard tables 
showing the net loans made to each province 
during each of the last seven fiscal years, 
and a classification of such loans on the basis 
of the general purposes for which the loans 
were obtained. 


NET LOANS TO PROVINCES UNDER RELIEF ACTS BY FISCAL YEARS 


: British 
a Manitoba |Saskatchewan Alberta Golan Total 
$ $ $ $ $ 
2,788,812 10,934,341 4,097,740 4,813,124 22,634,017 
5,171,904 7,578,556 1,902,041 912,636 15,565, 137 
2,273,283 5,469, 240 4,050, 743 Loo) 7 OL 13,115,027 
2,874,631 10,141,014 1,926,476 7,966, 714 22,908, 835 
2,396, 226 14, 245,478 13, 104,000 12,558,445 42,304,149 
4,626,000 6,058,879 805,198 3,972,400 15,462,477 
2,959, 188 11,604, 787 193,000 1,541, 636 16,298,611 
23,090,044 66,032,295 26,079,198 33,086,716 148, 288, 253 
Less reductions as provided by 
votes 392 and 393 of further 
supplementary estimates 1936- 
. a ere ere orn 804,897 17, 682, 158 _— _ 18,487,055 
22,285, 147 48,350, 137 26,079,198 3,086,716 129,801,198 


en eee UE UEIUtIEEIEIESIEIEIEEEEE SESE 
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NET LOANS TO PROVINCES UNDER RELIEF ACTS CLASSIFIED AS TO PURPOSE 


ee ee eee ee 
SS —eeeoaoaooaEoESESESEaanaBaElOoOSSaSQQQQQQQGQGQGLGLGLGLGLGLLSSaaa Te SS 553838583838 


Loans Loans for 
Loans specifically for Provincial 
specifically agricultural purposes 
—_— to meet relief generally Total 
maturing including including 
obligations purchase direct relief 
and interest of seed and 
grain public works 
$ $ $ $ 
Migmtto lo sieves. cbse sutras enans vss" Ie deOe4oo 234,819 Pulp auspice) 23,090, 044 
SAAKAUCHEWSAIECce er sree ee ote 3,934,341 15, 134, 633 46,963,321 66,032,295 
Atl Dental eraeteas 4. fanats asian olla: 8,577,000 3,152,748 14,349, 450 26,079,198 
Britishy Colum brar cet seine 9,818,845 —_ 23,267,871 33, 086, 716 
23,469, 641 18,522,200 106, 296, 412 148, 288, 253 


Less reductions as provided by votes 392 and 393 of 
further supplementary estimates 1936-37, Manitoba 


$804,897 and Saskatchewan $17,682,158.............. 


18, 487,055 
129,801, 198 


LOANS TO CANADIAN NATIONAL RAILWAY SYSTEM 


In addition to paying the net income deficit 
of the Canadian National Railways, the gov- 
ernment advanced to the Railway $11,035,000 
for capital purposes and for the retirement 
of miscellaneous obligations. This amount, 
together with advances of $41,358.000 made for 
similar purposes in the years 1932 to 1936, 
were repaid to the extent of $50.000,000 out 
of the proceeds of a dominion guaranteed bond 
issue marketed in January, 1938. This issue 
took the form of $20,000,000 2 per cent four- 
year bonds yielding 2:20 per cent and 
$30,000,000 38 per cent thirteen-year bonds 
yielding 3:29 per cent. An amount of 
$2,393,000 of temporary loans remaining 
unpaid is carried on the books of the dominion 
as an active asset. 


There was also advanced to the Canadian 
National Railway Company $3,390.006 for the 
construction of the Senneterre-Rouyn branch 
line, $1,500,000 for the purchase of the capital 
stock of the Trans-Canada Air Lines and 
$7,040,000 as a temporary loan pending the 
passing of the 1938 budget of the Railway 
Company. A repayment of $394,000 was 
received on account of loans made in prior 
years for betterment and repairs to railway 
equipment. The net result of these various 
transactions was a reduction in government 
loans to the Canadian National Railways of 
$27,429,000, but an increase in our indirect 
liabilities of $50,000,000. 


OTHER LOANS AND INVESTMENTS 


During the fiscal year, the government’s 
purchases of Canadian Farm Loan Board 33 


per cent bonds amounted to $3,550,000, and 
of the board’s capital stock to $282,000. An 
amount of $10,000 was advanced to the board 
as initial capital under the authority of the 
Fisherman’s Loan Act. A further amount 
of $6,000 was advanced to the board to cover 
losses on operations in respect of loans made 
under the provisions of part II of the 
Canadian Farm Loan Act. As at March 31, 
1938, the total investment by the Government 
of Canada in the farm loan board had reached 
$31,598,000. 

An amount paid out by the government 
during 1937-38 on loans approved under the 
terms of the Dominion Housing Act totalled 
$1,679,000. The dominion’s share of such 
loans is not in excess of 20 per cent of the 
lending value of each property financed under 
the act and is paid out from time to time as 
required after loans are approved. 

During the year $1,891,000 was advanced 
to the National Harbours Board for the ports 
of Montreal and Vancouver for capital 
purposes. These loans are considered as active 
assets, as both these ports have paid a 
substantial part of the interest accrued on 
their obligations held by the government. 

A loan of $500,000 was made to the 
Canadian Broadcasting Corporation to assist 
in the building of two broadcasting stations. 

Owing to the winding up of the Canadian 
Government Merchant Marine, it was neces- 
sary to provide $450,000 by way of loan to 
the Canadian National (West Indies) Steam- 
ships Limited for working capital purposes. 


25 


Loans to the Canadian Pacific Railway 
Company made in previous years for relief 
purposes were reduced by $211,000. In addi- 
tion, railway equipment was purchased to a 
value of $89,000 which in turn was leased to 
the Canadian Pacifie Railway Company. 

The dominion’s investment in the govern- 
ment of Roumania’s bonds was increased by 
$359,000 due to the receipt of bonds represent- 
ing an adjustment for interest unpaid in 1931. 


A repayment of $1,422,000 was received 
during the year in reduction of loans to 
provinces for housing purposes, made under 
the Act of 1919. The increase in active loans 
to the soldier settlement board amounted to 
$505,000, which was more than offset by a 
write-off of $750,000 to consolidated fund. 

The following is a statement of the amount 
of loans and investments made during the !ast 
fiscal year which are regarded as active assets, 
and the comparable figures for the four 
preceding years: 


LOANS AND INVESTMENTS, ACTIVE 


(000 omitted) 
Estimated 
i 1933-34 1934-35 1935-36 1936-37 1937-38 
$ $ $ $ $ 
Canadian National Railways............... 2,628 16,579 3,689 4,573 |Cr. 27,429 
Canadian Pacific Railway.................- _— — 1,270 55p ICr. 211 
Canadian Farm Loan Board...............- 416 353 7,933 10,991 3,848 
Dominion Housing Loans................-- — — 82 995 1,679 
National Harbours Board.................- 1,677 393 1,438 323 1,891 
Provinces—under relief legislation.......... Sy Os 22,909 42,304 15,462 16,299 
Provinces—housing program 1919........... Cr. DIS Her: 397 |Cr. 38,003 |Cr. 2,088 |Cr. 1,422 
Railway equipment purchased............. _ _ 7,244 5,120 89 
Soldier and general land settlement......... Cr 726 |Cr. 102 | Cr. 566| Cr. 489 505 
Roumanian government.................0.- _ ~- _ — 359 
Bank of Canada—Class ‘'B”’ shares......... — — —_ 5,100 = 
Canadian Broadcasting Corporation........ “= — _ — 500 
Canadian National (West Indies) Steam- 
SIG Perera oar rere a eee _— _ _ = 450 
Net Advances; . 44... 0.20905 16,897 39,735 60,391 40,592 |Cr. 3,442 
Less write-offs— 
Soldier and general land settlement 
to ces Se a ee ke ee ae a Oe —1,766 —469 —488 —628 —750 
Canadian Farm Loan Board—capital 
SEDGE aes oR SAD con at See ae _ — — —£0 —ty 
Write-down to non-active assets— 
Manitoba and Saskatchewan treasury 
ae aS eter ee ata Meegty — — _— —18,487 ~- 
Net change in active investments...... 15,131 39,266 59,903 21,457 |Cr. 4,202 


Loan Flotations 


The fiscal year under review witnessed a 
heavy’ amount of government financing. 
Obligations of the government falling due 
during the year, including $52,000,000 of 
sterling issues maturing on July 1, 1938 
which it was considered wise to provide for 
by prior financing, totalled $321,920,508 and 
both my predecessor and myself had looked 
forward, perhaps at times with a little mis- 
giving, to the magnitude of the task which 
the year 1937-38 would bring. I am now 
pleased to be able to report that all this 


financing was successfully accomplished, and 
the maturing obligations were paid off or re- 
funded at. a substantial interest saving to 
the country. New dominion obligations were 
floated to a total amount of $295,460,138, and 
the maturing obligations were redeemed out 
of the proceeds of these new issues and out 
of cash of $26,460,370 supplied directly from 
the treasury. 

In the table which I now place on Hansard 
full details of the amounts and terms of each 
of the new issues and of the prices at which 
they were sold are set forth. 
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SSS 
LOAN FLOTATIONS, 1937-1938 


Ne eee nnn 


Price Yield at ue d 

BPs hee yer Payette To To Public Price to oe Int 

Public Cee Price Sees Amount Rate 

1937 % . To To To 
June 1....JJune 1, 1939 1 Canada 99.25 | 99.125 1-38 1-45 | $20,000,000 

June 1..../June 1, 1942 2 Canada 98.25 | 98.00 2-375] 2-43 | 60,000, 000}/$113, 500,000 53 
June 1..../June 1, 1949 34 Canada 99.00 | 98.25 3-35 3-43 | 33,500,000 

July 1....jJuly 1, 1938 4 Canada — {100.00 = 4-00 | 33,293,471 | 33,293,471 4 
Nov.15....| Nov. 15, 1944 24 CE emer 98.50 | 98.125 2-74 2-80 | 20,000,000 

Nov.15....]Nov. 15, 1951 34 Canada 99.00 | 98.25 3-34 3-41 | 60,000,000;) 122,799, 800 54 
Dec. 1....|June 1, 1939 1 Canada 99.125) 99.00 1-59 1-68 | 20,000,000 

1938 
July 1**..\July 1, 1963 33 London 98.50 | 97.18 3-34 3-42 | 48,666,667 |{ 37,271,230 3 
15,056,007 34 
$295, 460,138 |$321,920,508 


*Price to public, less commission to underwriters and dealers. 


**JTssued in January, 1938, to provide funds to pay off 
July 1, 1938. 


bonds aggregating $52,327,237, which are to mature in London on 


cn Ln nn nee Set ttt ttIIIItISISSSSISISdSSSSSSSSSSaS aaa 


As a result of these refunding operations 
during the past fiscal year the government has 
effected a saving in interest charges of $6,- 
342,000 per year. Since the present govern- 
ment took office in October, 1935, the refund- 
ing operations which have been carried out 
have effected an annual saving of over $10,- 
200,000. In addition the calendar year 1937 
saw the elimination of the last two tax-free 
bond issues sold to the public during the 
war period. These two issues—the five per 
cents maturing on March Ist, 1937, and the 
five and one-halfs maturing on December lst, 
1937—had been outstanding in total amount of 
over $326,000,000, and they required an annual 
interest payment of over $17,485,000. The fact 
that these tax-free issues have been replaced 
by taxable issues means that in future years 
our income tax revenues should be substan- 
tially increased. It is impossible to determine 
precisely what. this increase should be, but if 
we assume that the cash proceeds of the two 
tax-free issues were reinvested by their former 
holders to yield an average return of 34 per 
cent and if we assume that these holders paid 
an average rate of tax on this income as low 
as the corporate rate, namely, 15 per cent, the 
estimated annual increase in income tax 
revenues would be over $1,700,000. 

During the year we continued the estab- 
lished practice of offering fortnightly issues 
of three months’ treasury bills. While the 
primary purpose of these offerings is to assist 
in the effective functioning of the short-term 
money market by keeping available at all 
times a reasonable amount of liquid credit 
instruments of the highest grade, they also 


serve, of course, to provide a revolving fund 
of cash which is available at very low interest 
rates. The last issue of treasury bills during 
the fiscal year 1937-38 was sold at what was 
up to that time the record low yield of -524 
per cent. Since that time, however, rates 
have tended still further downwards, and our 
latest offering, dated June 1st, was sold on 
a yield basis of -466 per cent. The average 
cost to the treasury of funds obtained by the 
twenty-four offerings made during the fiscal 
year was a yield basis of -689 per cent. The 
total amount of treasury bills outstanding on 
March 31st, 1938, was $150,000,000, the same 
as was outstanding a year previously. 


National Debt 


As of March 31st, 1938, the outstanding un- 
matured funded debt and treasury bills of the 
dominion, less sinking funds, amounted to 
$3,248,900,000. Adding to this amount $287,- 
400,000 of other liabilities, consisting chiefly 
of annuity, insurances and superannuation 
funds, post office saving deposits and certain 
trust and contingent accounts, we arrive at 
gross liabilities for the dominion of $3,536,300,- 
000. Active assets, including cash on hand 
and investments, amounted to $438,573,000. 
After deducting the latter figure from the 
gross liabilities we reach an estimated net debt 
of $3,097,727,000 as at the close of the fiscal 
year. The increase over last year of $13,775,- 
000 represents, of course, the amount of the 
over-all deficit to which I have previously 
made reference. 

I now place on Hansard a statement show- 
ing the assets and liabilities of the dominion 
as estimated as at March 81st, 1938. 
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LIABILITIES—MARCH 31, 1938 


(estimated) 
Bank Circulation Redemption Fund................cecce cece cee e eee e tenet eeeeeeeeenees $ 5,967,000 
Post Office money orders, postal notes, etc., outstanding.........-....see eee erect eee eee 3,665,000 
Post Office Savings Bank Deposits.........0.. 0c. cece essen ocean nce eeseeceeecesceacenses 22,588,000 
Insurance and Superannuation Funds— 
Governmant Annuities. <o.43 oo ae0ce >) wacsewenea pemroetoe stance $ 103,703,000 
Taserance Fund, Civil Services. .2.5...¢.cessceccntnocke eaeen eae. 11,585, 000 
Insurance Fund, Returned Soldiers..............-0ssesseceeeseees 16,827,000 
Retirement Pynd ob) 2k 6s ok e coke an oes cka ons Os Rea aeons 9,126,000 
Superannuation Bends ages sv cniewh sen tau ee yee eee mayne 8 56,151,000 
SSS aa 197,392,000 
Trust Funds— 
Pye eas EWS ae Cee a rita ee wet ata cine ava Xaw arn wa ate mana a eee 14, 082, 000 
Caximon School FRBGS..< .«. ssclas geese ttn rennet moments 2,677,000 
Contractors’ Securities Deposits. ...........000cneesnes ese eeuebens 1,157,000 
ies T rst ands: 2 <.tvsis cine ane’ wa gis ole nk fan we slic 2 ee eer ee 3,036, 000 
20, 952, 000 
Contingent and Special Funds..........6.000.ecssesecetet cep enscge cere en eeenee renews sae 2,981,000 
Pyutatandmg Chequeceac...<). ace shea ce «ae ars os Se eae Seat erete a crate hats eirinrecr ates aalacarelae 9,885,000 
London Loan Suspense (registered stock 1958-63) ........... eee eee eee e ete eee n eee es 8,988,000 
PrGViINce Debt W.CCOUMES eee oe os sce v0.5 sist Soo ale a aca oes ER pS Seip wise atte Ble aya atete afer 9,624,000 
Tnterest due and: outstanding. 0... <.c.2c%s fancies coke eek asiealsls eo metals «© Meigen pin aratele ie 1,680,000 
Funded Debt— 
Unmatured less sink Finds: oi cise ss.c0 5s on ees eee we tiee Sieies 3,248,900, 000 
Matured and outetanaime:. oo cdccs. sav views ene ve ane es geen Saale 3,678,000 
3, 252,578,000 


$ 3,536,300, 000 
ASSETS—MARCH 31, 1938 


(estimated) 
Active Assets— 
Cash, working capital advances and other current assets........+-s+s+eeeseeeeeeeeee $ 16,665,000 
Bank of Canada. class "8 BRArGs. .0o6 0c ocecc reese: 0's apsia.e nina ein nieve isieceieioie)eienalsois)s>siaiaien)siave 5,100, 000 
Gold: Bullion account... /.. fees ocean carte ee rich banels Mersin ies wi siploniensastbens ss 16,000 
Loans to Provinces— 

BS foots) 1 ae Rn Se Seen oe Sgean ator eee. ob SHO OO UO ir $ 3,308,000 

2 ON eT heey Oa ee RRP SS CL ORE 6 Stee ASR eea ae 129,801, 000 

Subsidy A.ccount, Alberta. os.:.c.c5 sce. oneue vine eeceeh peels 9s 469, 000 

TT 133,578,000 
Loans to Foreiga Governments— 
PIS oes wachn hee o Para rien whetare tutta: mantra: SOI win =Sepeeeaanar stern Soke 6,525,000 
Row anige sds core sor eo Ore ea ee Te ates 24,329,000 
_ 30,854, 000 
Loans to National Harbours Board— 
Masntrcale. ). f Sr as ee at ein een ie simi ates 60,114,000 
Meiricouver: s.csee ci Kae k c Gp Rea A I ae Mesto 24,977,000 
—_ 85,091, 000 
New Westminster Harbour ComMmissioners...........::: sec cee cee e eee ener e een eeee 275,000 
Dominion Housing Act—L0ams....sceccecce cece ern nner ree teen eee e snes ace saceene 2,755,000 
Canadian Farm Loan Boards. occ: cea eons see ey ee wie aceite elssata ses 31,598, 000 
Soldier and General Land Settlement...............scscce ete eee er enn esecenes 42,233,000 
Loan to Canadian Broadcasting Corporation........... 006.0 cece eect eee ees 500, 000 
Loan to Canadian National (West Indies) Steamships 450, 000 
Seed Grain and Relief Advances............2 20 cc cece ene eee n cree e ens e eee eseenneee 2,364,000 
Canadian Government Railways working capital..............6-.sseee eee e reece ees 16,772,000 
Deferred debits— 

Unamortized discount and commission on loans..........+.0e.eeeenee nescence $ 41,209,000 
Bond Holding Account......0c. ec cecsccee wenn ea cease cere wsccen resent esses sntanecces 328,000 
Railway Accounts— 

Canadian National Railways— 

Advances, Financing and Guarantee Act, 1937............ 2,393,000 
Senneterre—Rouyn Railway Line............-.++--++--++ 3,390,000 
Trans-Canada Air LanGBs crces an Se ae oka eeta meee ars wate ete 1,500,000 
Tomporary LOAMS....ceusccs sn canine ay amet aac sieleinss ona 7,040 000 
Loans for betterment or repair of railway equipment...... 395, 000 
Purchase of equipment—leased.........-....0seeeeeeeeeee 6,723,000 
a 21,441,000 
Canadian Pacific Railway— 
Loan for betterment or repair of railway equipment..... 1,170,000 
Loan for wages on special works program............-+5+: 444,000 
Purchase of equipment—leased...........--+--eeeeeee wrens 5,730,000 
7,344,000 


$ 488,573,000 
Net debt, March 31, 1938..........cccseecerccerccnrernseecersreeesenes «. $ 3,097,727,000 
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ASSETS MARCH 31, 1988—Concluded 
(estimated) 


Net Debt represented by— 
A. Expenditure and non-active assets, March 31, 1938 (estimated). 


Capital expenditures— 
Public Works— 


GEIS orn? oie Siccs Ore. che coe Oe Eee RO eI A TOT erenae enon ec 240,350,000 
Rail Wanvis. Mee eee cee s ocies cae aye ae Sa ete eae Waid cs RPT 429,691,000 
Public buildings, harbour and river improvements..........- 286, 507, 000 
Milttany: propenuynanGasuOresaos . cane lerecama yas mercer = 12,050,000 
PRerri bor ala CCOUNUB seals MICs retro mee meen aie ateyacaieeayeraaicne 9,896,000 


$ 978,494, 000 
Loans non-active— 


Ganadian National Railways Security, Wists cose speci oc ici costes eee etetegtierel tele tey tert 269,326,000 
Ganadian National bvamlwerys S tO ke tc cihe cts tole ele ke: eaaie egentishe ouoyeneteregsie ts ee eaa 18,000, 000 
Ganachan Na tlonalusteamshipe sea. nccme eens emcee iatae acts sieralaieraectiarater ein seekerer inet ats 13,858,000 
invent wrany Accounts! (OlGI)sasepeiatee yet ee pate mae ee tees et accel tee et Ge deal ener- tae nega 62,791,000 
Loans to Province of Saskatchewan (Relief Acts).............0-. eee eee cece eee t ees 17, 682, 000 
National Harbours Board— 
(ONO p ae ee cocoa nude a meando ge tan sobh oo gases ccuUmdeanans 4 26, 293,000 
(CliclXolinboat eer ener aaah Beenie con Gone aanen BRon Aare po aeUeE CSUs 3,796,000 
(GA ois iO Ch YN eee As ee era ha enn Meares Be ent oon mh coe Go ane Bo 9,000 
TEI GLE > SRG ots Acro ARE Cer Pirie erarem ene aa 4 WISER Oe 10,468, 000 
Sanco as tpeneen® cco US cals Ac CIM A enn Aah a Sia NM cece eS epee eG Gor) 16,003, 000 
LR abare (ool Rtn Aae OCT ela) ee nn Ger AR nn ear MCU RIS Gia mmthenc 3,554,000 
Woutreall Vaccues\GartionBridee) scene ie iert anita sierra 3,313,000 
— 63,436,000 
SocaGraimand Mellen ad Vian CoStar cnet hersi tee eetates sere Cisse ie oo at nyu here eee ces 478,000 
Soldierand:Generall land Settlement: ence eid eheeete ee erste) ott <a ieeer notaries 16,653,000 
Miscellaneous AG WAnCGSen 5 jee e cs sateierstenls ice ee reer oie venrie etre alten eisnegekereeraneae 3,536,000 


B. Consolidated Fund— 
Balance, consolidated fund brought forward from March 31, 


OE crak Ba te deed eee iain ail era Ani b scnevicrm ieee mic! laliain Autores 1, 250, 051, 000 
Excess of expenditure over revenue, fiscal year ended March 31, 

POSS s(SSHUMBGE Cd escyers ews. <papeseycteereani v2.9 eRe sateen ea vote omer ars 10,503,000 
Charges authorized by C.N.R. Capital Revision Act, 1937... 392,919,000 


1, 653,473, 000 
$  3,097,727,000 


The following table, which I also wish to place on Hansard, gives a statement of the 
unmatured funded debt and treasury bills of the dominion outstanding as at March 31, 
1938, and the annual interest charges thereon: 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1938 AND 


ANNUAL INTEREST CHARGES 


Amount of Loan 


Annual 
Interest 
Charges 


Date of Maturity Rate Per Cent pene. 
TORR ES hn. x tis art was Ses 4 Canada 
SGN, ay ccc cca 3 London 
OTe TAS hc kic ee tae wee 3 London 
PO eke atte siisilaatinnion sie. 3 London 
EH Ph stn soa, Gale ee seers 34 London 
CWE Le ect ke Neh ein 5 2 Canada 
BROU S Oa. iets ack «tic oa eee 2 New York 
REMAN Ts cris oi ats vn deer tn mss L Canada 
RUE MRR Mee crite. cu cialsls 1 Canada 
2 eb be St Be ga eee ee 4 Canada 
oo i Ea ae A eee 24 Canada 
WG Rhee «whichis don, oes 2 Canada 
Wy RGD Beet cen. renee 3 Canada 
BUDGE tus Seeche et os Ae ch 13 Canada 
Presi lis Bone cbt oaks Cica'« Rites 43 Canada 
WOR a Meee LON. x os ccm omc ae os 1 Canada 
Lay a | aa ee ae as See 5 Canada 
Pee FAD. 5... spite oe sichaactaces 2 Canada 
OC ORR Sea cS 5} Canada 
SgMUING | A. aa ce cose oe 24 Canada 
Ct t W6b Fh sac. ees ae 5 Canada 
eee Tan. TG on. oc be gate Gitacetat > 24 New York 
Oe OF SARS An Ace err 7 43 Canada 
TOS vcd Ue are Sele Rate 24 Canada 
NG ARO iss rtann eins sinker’: 23 New York 
Ss SROs se eter ae le tai tige 4 Canada 
WOAG OCDE. Lotte cota cate nae 43 Canada 
POET Octet. HAL. Se. ead 24 London 
BRERA ATO ahiec ction sivas vee wats 3} Canada 
ORG RU yee Pte sec nccacrste one 34 Canada 
WO Ong 8. dels nee one 34 London 
WOR Move i0; -. Keebeta- eases oe 34 Canada 
pT A ae Ne ae ee 5 New York 
LAs Tagen Ag Ay Sree 4 Canada 
TOHRU May. 20s oss oh 5S Palais 3} London 
1 ee ee ee 3 Canada 
SUNG: CL te aa es eae 3 Canada 
PROB NOW M1 eR. Coes 4h Canada 
LET aL el, Ome ee ee ee, erie ae 44 Canada 
PDD. ROO loin hae Ocstece ann ep 4 London 
OVS Beicerdane nscs deems 4} Canada 
20504 Mov. Ui eaves r cate ser aeeee 4h Canada 
1960, ithe eG Sea eee 4 London 
itis: Ds ca, mete Mase a tartare + New York 
1000 cjan. 3660 ees eee 3} New York 
1966, “Jane. P eee dec Coe aee ae 3} Canada 
Perm. Pept: 165.23. i556 elemerase ven 3 Canada 
10025. Jai (lle. sce ee ee 3 New York 
Demand. xscape tee 6 Canada 
Detant... .. a. 2.d-ese oc eon 6 Canada 
Demand Apts ee ee Ne 34 Canada 
Treasury Bills due April 1, 1938... -744 Canada 
Treasury Bills due April 14, 1938. . +726 Canada 
Treasury Bills due April 30, 1938.. -700 Canada 
Treasury Bills due May 16, 1938... 648 Canada 
Treasury Bills due June 1, 1938.... +584 Canada 
Treasury Bills due June 15, 1938... +524 Canada 


cts. 


$ 

33,293,470 85 
8,071,230 16 
18, 250,000 00 
10,950,000 00 
15,056,006 66 
90,000,000 00 
40,000,000 00 
20,000,000 00 
20,000,000 00 
47,269,500 00 
7,933,000 00 
20,000,000 00 
115,013,636 82 
80,000,000 00 
75,000,000 00 
45,000,000 00 
141,663,000 00 
60,000,000 00 
40,409,000 00 
20,000,000 00 
147,000, 100 00 
30,000,000 00 
50,000,000 00 
20,000,000 00 
76,000,000 00 
88,337,500 00 
45,000,000 00 
4,888,185 64 
33,500,000 00 
138,322,000 00 
137,058,841 00 
60,000,000 00 
100,000,000 00 
56,191,000 00 
48,666,666 67 
40,000,000 00 
55,000,000 00 
43,125,700 00 
37,523,200 00 
73,000,000 00 
276,687,600 00 
289,693,300 00 
93,926,666 66 
100,000,000 00 
48,000,000 00 
54,703,000 00 
55,000,000 00 
55,000,000 00 
4,000 00 
11,827 40 
9,600 00 
25,000,000 00 
25,000,000 00 
25,000,000 00 
25,000,000 00 
25,000,000 00 
25,000,000 00 


$ cts. 
1,331,738 83 
242,136 90 
547,500 00 
328,500 00 
526,960 23 
1,800,000 00 
800,000 00 
200,000 00 
200,000 00 
1,890,780 00 
198,325 00 
400,000 00 
3,450,409 10 
1,200,000 00 
3,375,000 00 
450,000 00 
7,083,150 00 
1,200,000 00 
1,212,270 00 
500,000 00 
7,350,005 00 
675,000 00 
2,250,000 00 
500,000 00 
1,900,000 00 
3,533,500 00 
2,025,000 00 
122,204 64 
1.088,750 00 
4,841,270 00 
4,797,059 43 
1,950,000 00 
5,000,000 00 
2,247,640 00 
1,581,666 67 
1,200,000 00 
1,650,000 00 
1,940,656 50 
1,688,544 00 
2,920,000 00 
12,450,942 00 
13,036,198 50 
3,757,066 67 
4,000,000 00 
1,560,000 00 
1,777,847 50 
1,650,000 00 
1,650,000 00 
240 00 

709 64 

336 00 
186,000 00 
181,500 00 
175,000 00 
162,000 00 
146,000 00 
131,000 00 


3,314, 558,031 86 117,062,906 61 


Payable tx Canadie cae sane spec vuw er ivi s Seeks cwnlinaree 2,455,690,435 07 74-09% 
Payable is Naw Work) c:.tcascceaen sine space ait <a 449,000,000 00 13-55% 
Payablp in Londoiesfiri.ey deveds wspcee <a. soe eee tasting 409,867,596 79 12-36% 

3,314, 558,031 86 100 % 


Less bonds and stocks of the above loans held as sinking funds.... 65,657,699 66 


3, 248,900,332 20 
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Indirect Liabilities 


Bonds and debenture stocks bearing the 
guarantee of the dominion outstanding in the 
hands of the public at the close of the last 
fiscal year amounted to $1,050,608,000. Cana- 
dian National Railway guaranteed obligations 
increased by $47,577,000 to $1,019,947,000 due 
to the issue of $50,000,000 guaranteed bonds 
to repay temporary loans obtained by the 
railway from the government for capital pur- 
poses, less retirements of serial issues in the 
amount of $2,423,000. Guaranteed bonds of 
harbour commissions and steamships decreased 
by $304,000 during the year under review. 

There are also outstanding other contingent 
liabilities arising out of guarantees given 
under relief and other acts. During the fiscal 
year under review the only new guarantee 
was that under The Saskatchewan Seed Grain 
Loans Guarantee Act, 1936. Under provin- 
cial statutes the province of Saskatchewan 
guaranteed loans made by chartered banks 
to municipalities or to the Department of 
Municipal Affairs for seed grain assistance 
to farmers during the crop year 1936. The 
provincial guarantee is in turn supplemented 
by a dominion guarantee, the amount of 
which at March 31, 1938, was $2,555,000. 

A similar arrangement was made under 
the terms of The Seed Grain Loans Guaran- 
tee Act, 1937, to provide for seed grain assist- 
ance to farmers in the provinces of Manitoba, 
Saskatchewan and Alberta during the crop 
year 1937. Pending the submission of defini- 
tive documents no formal guarantee has yet 
been given by the dominion. The amounts 
involved for each province are approximately 
as follows: Manitoba, $130,000, Saskatchewan, 
$6,498,000 and Alberta, $911,000. 

There were also outstanding at the close of 
the fiscal year guaranteed bank loans to 


the Canadian Wheat Board in the amount of 
$489,000 and to the Canadian Cooperative 
Wheat Producers Limited in the amount of 
$169,000 for’ the purchase of oats for the 
account of the province of Saskatchewan. 
The guarantee of the dominion to the Win- 
nipeg Grain and Produce Clearing Associa- 
tion Limited, referred to in previous budgets, 
is still outstanding, although trading by the 
board in futures is very limited. No lia- 
bility in connection with the guarantee accrues 
from day to day as margin deposits are made 
to the clearing association daily. 

At March 31, 1938, heme improvement 
loans had been granted by banks and ap- 
proved lending institutions to home owners 
in the amount of $14,526,000. The dominion’s 
contingent liability with respect to these home 
improvement loans is limited to 15 per cent 
of the aggregate of such loans made by each 
approved lending institution. As claims for 
losses have been paid in the amount of $2,500, 
our contingent liability as at March 31, 1938, 
was $2,176,400. While it is far too early to 
form any judgment as to what our ultimate 
losses may be, it is encouraging to note 
that at the end of the first 17 months of 
the operation of the plan, the loss ratio is 
insignificant, only 11 loss claims for $2,500 
having been paid out of 37,108 loans in the 
total amount of $14,526,000. In terms of 
dollar losses to total volume of loans, this 
means a loss ratio over the seventeen months 
of only slightly over 1/60th of 1 per cent. 

I shall now place on Hansard a statement 
of the principal amount of bonds and deben- 
ture stocks and other indebtedness guaran- 
teed by the dominion outstanding at March 
31, 19388. 


BONDS AND DEBENTURE STOCKS GUARANTEED BY DOMINION GOVERNMENT 
AS AT MARCH 31, 1938 


Date of Interest Amount 
Maturity Issue Rate Outstanding 
% $ 

(Marys aie O88o90 5 @GanadiauyNationaleseneeen ie ioe heen aoe 2 13,400,000 00 
ING ile MIG aectior Canadian National Equipment ‘‘G’’............. 5 750,000 00 
TBinh Us, MOLD ss nngoe. Ganacianp Waiongl lies sey ect actin teerdee nae 2 20,000,000 00 
Feb. 15, San ee @anacdianeNationaler. doce eee o a ener Y, 55,000,000 00 
1AtSjow,. ails mi @anacian Nationals ap ee eee an ane 24 15,500,000 00 
May 1, A @anacianwNabionallesscs. ses. = cecye arcsec nya 3 35,000,000 00 
Julyarely Canadian wNorvherninn vce ce cemene eee 6 24,238,000 00 
JXores, vile New Westminster Harbour Commissioners. . 43 700,000 00 
Meow Lo 1950). tae @anadimniN atlonaleeecene ecco ceed 3 50,500,000 00 
Depts ly Looks pees Canadian Nabianallew) terete etc om etiam caree 42 50,000,000 00 
Heber 1) 9190254 seer W@anAdiane Na bicnall mepree are ts erty ikea nctuane 3 20,000,000 00 
Nuigee ol;, 1952s eee Saint John Harbour Commissioners............- 5 667,953 04 
Feb 15; 1998. .e2 es Canadian pNationadl ate. sala cae sunabinrete cic irkeraens iy 25,000,000 00 
afidhe” OG MER, hetinecsac (SanacnaniNorthernienatcm cere atelectasis 3 9,359,996 72 
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BONDS AND DEBENTURE STOCKS GUARANTEED BY DOMINION GOVERNMENT 
AS AT MARCH 31, 1938—Conce. 


Date of Interest Amount 
Maturity Rate Outstanding 
% $ 
Wat. 2,. 0008.05 -<snc ACE INBTIONAL 9c touena ws aver oe Cine s <a 5 50,000,000 00 
War, 1, WG 22%, Canadian National (West Indies) Steamships : 
Fissitede: /=cekeewi wen... Sie Be ae 5 9,400,000 00 
June 15, 1955........ Canarion Netianal s sacs onesie»: cers creas aie nme 43 50,000,000 00 
(2 Sa Se. ee apaaian MAONR a: wc cap kak da acs eae one 44 70,000,000 00 
oar” S, Peer ni. Claneetian NACIONAL Neco cas on boca Parmer rece es 43 65,000,000 00 
July 20, 1058 22. .<0 Canadian Northern’... cc. kins... x 8heneitosees ee 34 7,896,543 87 
May 4, 1960........ Canadian Northern Alberta.............000ee00+ 34 3,149,998 66 
BMsy. 20, JU0L 6. 5 s%.00 Canadian Northern Ontario..............-.-..-- 34 34,229,996 87 
cont 2° Te0e.. 2. Grand hein PAOMIC.. bce tule i gin gt care cee eee oe 3 34,992,000 00 
Si a, ANAS ose Grand Pruink Pactiies sain: .. shoe WeNee: Ae 4 8,440,848 00 
De a: eee Canadian National:,...ccatsaas «-smrick Aerie Skee ik 5 60,000,000 00 
Oat... 4, 1900 Sos... aC eat RIO Al eee tay cenueaes aise eae eee 5 60,000,000 00 
Nov. 1, 1969........ Harbour Commissioners of Montreal............. 5 19,000,000 00 
Pepe G7 OO? ee. @anadran Nationalfoni Pees . «Sac e te cena sie orets 5 18,000,000 00 
By drawings.......... Canadian Netiongls 1) tase «~ «arias teense 2 23, 282,663 80 
Various dates 1938-54 .|City of Saint John Debentures assumed by Saint 
John Harbour Commission................+-+- Various 892,641 72 
Parastual O00)... 25.5 2c Grand Trunk Guaranteed Stock................. 4 60,833,333 33 
ee re Grand Trunk Debenture Stock...............-.- 5 20,782,491 67 
i re ere Great Western Debenture Stock................. 5 18), 2523322 67 
SoM ADEN Sa ratere a ier Grand Trunk Debenture Stock...............-+. 4 119,839,014 33 
SP OTR... Sse Northern Railway of Canada Debenture Stock.. 4 1,499,979 67 
1,050, 607,784 35 
pegs a es ee 
Other Indebtedness Guaranteed Principal 
Amount 
Outstanding 
Mar. 31, 1938 
Bank Advances, re Province of Manitoba Savings Office.............-..+0+0555 $ 6,875,932 
Bank Advances, re Government of Newfoundland .............--.-++epeeeee ees 625,000 
Bank Advances, re Dominion Steel and Coal Corporation (order for rails) ...... 9,724 
Province of Manitoba Treasury Bill........ 2.0... . eee ence ener e rete ence tees 4,878,764 
Province of British Columbia Treasury Bill...........- sss cee eee e eee eee 626,534 
Bank Advances, re Canadian Co-operative Wheat Producers (Saskatchewan 
Maite: A CCOUEE ccs dele -tea Sot etee ee MO NNg flee vs Rede atage ya's WMruensisoe Apia wraal > 168,909 
Bank Advances, re Canadian Wheat Board .............- sees ener cence rete eens 488, 965 
Bank Advances, re Saskatchewan Seed Grain Loans..........-.++seseeeeeeenes 2) 555, 113 
Guarantee of Home Improvement Loans (15 per cent of aggregate loans made) 
leas claims paid: 5s. hi. dls. naa ee epye > Hees oo eigen he ened aes Uriah de erence 2,176,391 
Deposits maintained as reserves by chartered banks in Bank of Canada........ 194,859,595 
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I now come to that part of the budget for 
which you have all more or less patiently 


waited. 
Ill 


BUDGET FORECAST 1938-39 


I have already stated that the over-all 
deficit for the past fiscal year is estimated at 
$13,775,000. In the budget a year ago, I fore- 
cast a deficit of $35,000,000, and stated that 
in accordance with the government’s definite 
program of attaining the final objective of a 
balanced budget at the earliest practicable 
date, I hoped to wipe out the deficit alto- 
gether during the current fiscal year. While 
we have been able to do very much better 


than my forecast for 1937-38, conditions 
beyond our control have made it difficult, if 
not wholly impossible, to achieve the goal 
I had in mind for 1938-39. 


The house will recall that the main and 
supplementary estimates, already submitted, 
call for total appropriations of $524,600,000. 
If we can judge by the experience of previous 
years, the departments will be able to effect 
considerable savings in their appropriations, 
and these savings, judging from experience, 
should be more than sufficient to offset any 
additional expenditures that may be authorized. 
I believe, therefore, that I am safe in estimat- 
ing that total expenditures for the current fiscal 
year will not exceed $524,600,000. 
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Our revenue prospects for the full year will 
be greatly influenced by whether or not our 
hopes for a good wheat crop are realized and 
whether or not the current trend of business 
in the countries which constitute our chief 
markets show improvement during the next 
few months. However, two and _ one-half 


months of our current fiscal year have already. 


elapsed and our revenues for this period 
provide a fairly good basis for estimating our 
total receipts for the year. On the basis of 
these partial returns and of a reasonable 
forecast of business prospects for the re- 
mainder of the year and allowing for the tax 
changes which I am about to announce, I 
estimate that for the year as a whole our 
aggregate revenue will approximate $501,700,000 
made up as follows: 

Taxation revenue: 


Customs duties.. .. .. $ 82,000,000 


IBicisemchuulessis aiawee Gitar <6 1a 51,000,000 
income tax aenbiee aye me snare | oO O00 000 
Salesikpaxee ays atte s4 os 125,000,000 
Manufacturers’, stamp, importa- 

tion and other special taxes.. 39,000,000 
Banks and insurance companies. . 1,950,000 


Total taxation revenue... .. $436,950,000 
Non-tax revenue: 
Post office receipts... .. .... <. 
Interest on investments. . 


Ophere as 


$ 35,000,000 
13,500,000 
13,250,000 

. $ 61,750,000 


. $498,700,000 
3,000,000 


. $501,700,000 


Total non-tax revenue.. 


Total ordinary revenue.. 
Specialenecelpts ania tts<! net ee 


Grand total revenue.. 


These estimates of revenue and expendi- 
ture indicate an estimated deficit for the cur- 
rent year of approximately $23,000,000. I do 
not think it will be larger than this. It may 
indeed be substantially smaller, if the west 
produces a good crop, if the business trend 
in the United States and other important 
countries is reversed at an early date, and if 
our own construction industry takes full ad- 
vantage of the opportunities now afforded to 
it. I may add that the results of such favour- 
able developments will not be wholly realized 
until next year and not be fully reflected in 
the government accounts until the next budget. 


In view of the current business situation, 
we have not thought it wise to attempt this 
year to wipe out a possible deficit of the 
moderate proportions I have indicated by im- 
posing further burdens upon industry and 
upon the people. On the contrary in the tax 
changes which are being proposed we are 
trying in the first place to eliminate certain 


anomalies and inequities and in the second 
place to make certain important adjustments 
designed to accelerate the forces making for 
business recovery. 


Taxation Changes 


Under the Income War Tax Act, no changes 
will be made in the rates of tax on individual 
and corporate incomes. Amendments to this 
act, however, will include a provision to allow 
Canadian companies a deduction in respect of 
lump sum contributions to employees’ pension 
funds covering past years’ services of em- 
ployees, such deductions to be spread forward 
over a ten-year period. The government hopes 
that this concession will encourage the present 
tendency in industry to create pension funds 
for employees. Annuities received under the 
provisions of any will or trust will be made 
taxable. In respect of royalties paid abroad 
from sources within Canada, no deduction 
will be allowed on account of the amount 
of any such royalties passed on to another 
party. An amendment will also be made to 
assure that financial companies operating in 
the small loan field will in future be subject 
in all cases to the normal corporation tax 
rates. The gift tax provisions are to be 
amended in order to allow an exemption up to 
one-half of a person’s taxable income less the 
amount of income tax paid. This is to meet 
the objection which has been raised in this 
house to the fact that the gift tax in its 
present form is unduly severe in its. effects 
on gifts which were not made for the pur- 
pose of tax avoidance. At the same time, 
we propose to discourage still further the 
making of gifts for tax avoidance purposes by 
substantially increasing the rates applying to 
gifts in excess of the increased exemption. 
The new schedule of rates will be graduated 
from 5 per cent on gifts totalling $25,000 or 
less, up to 15 per cent on gifts of $1,000,000 
and over. 

Provision is also to be made to allow Cana- 
dian parent companies an exemption from 
corporation tax in respect of dividends re- 
ceived from wholly-owned non-resident sub- 
sidiaries if at least 75 per cent of the com- 
bined capital of the parent and subsidiary 
companies is employed abroad and if the 
country in which the subsidiary is located 
grants a like exemption to parent companies 
in respect of subsidiaries in Canada. 

It is also proposed to insert a provision in 
the act designed to prevent taxpayers from 
effecting transactions, using persons or cor- 
porations abroad for the purpose of evading 
Canadian taxation and not for business reasons. 
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No changes are proposed in respect of rates 
of tax under the Excise Act. 

Under the Special War revenue Act, one 
important change and several minor ones 
are proposed. The minor changes, include 
an amendment to exempt from the sales tax 
feed for all fur bearing animals, harness, har- 
ness parts and materials used in the manu- 
facture thereof, ingredients used in making 
gopher poison, and materials for the repair 
of fishermen’s boats. Another amendment pro- 
vides that in future the special excise tax 
on tires and tubes will in no case be levied 
when the items in question are for original 
equipment of automotive vehicles including 
tractors, trucks, trailers and motor cycles. 

I come now to the most important change 
in taxation which the government proposes. 
Starting to-morrow the major products used 
for the building of houses, will be given com- 
plete exemption from sales tax. It is proposed 
that this exemption from sales tax shall cover 
all lumber, sashes, doors, laths, and shingles; 
bricks, building tile, building blocks, cement, 
stone, plaster and lime; plaster boards, fibre 
board, insulating materials, building paper and 
wallpaper; paints, varnishes, white lead and 
paint oil; prepared roofings; glass for build- 
ings; plumbing fixtures, not including piping 
and pipe fittings; furnaces for heating build- 
ings; builders’ hardware; and some other 
minor items. It will be realized, I am sure, 
that an exemption of the type here attempted 
presents considerable difficulties, and it was 
found impossible to provide specific exemp- 
tion in respect of all the hundreds of various 
miscellaneous items entering into the con- 
struction of houses. It was necessary to 
make a selection but all the important ma- 
terials which have their primary or predom- 
inant use in house-building are included. Ac- 
cordingly, lumber, for example, although 
having many other uses, will be tax-exempt 
no matter for what purpose it is used. This 
will be the case with all the items exempted. 

I believe the house will agree that this pro- 
posed tax change is highly constructive. 
Coupled with the various legislative measures 
which the government has already introduced, 
this tax reduction should act as a further 
powerful stimulus to the construction indus- 
try. If these various measures now before the 
house result in restoring normal construction 
activity, a large proportion of our remaining 
employable unemployed will go back on the 
payrolls of industry and to self-reliant citizen- 
ship. These important objectives are in my 
opinion ample justification for so radical a 
proposal. I need only add that the benefits 
of these tax reductions must be passed on to 
the consumer, and personally I am confident 
that the construction industry, for which so 


much is being done, will rise to the occasion 
with a renewed efficiency and vigour worthy 
of the great opportunity now presented to it. 


17 
TARIFF AND TREATY NEGOTIATIONS 


For reasons which I believe will commend 
themselves to the house, I am not proposing 
any amendments to the customs tariff im the 
present budget resolutions. It is true that 
the government had hoped that it would be 
found feasible to deal with a new United 
States agreement as part of this year’s budget. 
Circumstances, however, have compelled us 
to abandon that expectation and the govern- 
ment, therefore, is not proposing any changes 
in the Canadian tariff pending the satisfactory 
conclusion of the negotiations now in progress. 

In the budget speech two years ago, I said, 
“Canada cannot give to-day and bargain 
to-morrow.” It is even more true, Mr. Speaker, 
in the world as it is to-day that unilateral 
tariff reductions will not get the wider export 
markets which our products need and which 
the government is securing for them. Since 
the present administration came into office, 
Canada has been a contracting party to the 
two most comprehensive trade agreements that 
have been concluded since the great war. Our 
agreement with the United States in 1935 and 
our agreement with the United Kingdom in 
1937 resulted in the reduction of effective 
duties on a wide range of Canadian imports. 
They also secured the enlargement and 
consolidation of marketing opportunities for 
Canadian exports in the two biggest import 
markets of the world, which in the last 
calendar year took between them about eighty 
per cent of Canada’s total exports. They 
were long strides towards our goal—both in 
intra-imperial and international trade—of 
lowering tariff barriers and freeing trade from 
fettering restrictions. We are now ready for 
further progress in this direction and we hope 
to take it in concert with the United Kingdom 
and the United States. 

No commercial treaty policy can, in the 
nature of things, ensure against the dis- 
turbing influences on our national economy 
of industrial depression to the south of us, 
or of wars and rumours of wars to the east 
and the west of us. These disturbing in- 
fluences are apparent from the most casual 
scrutiny of our trade returns. The returns 
reveal an expansion of those exports for which 
demand has been increased by the fears of 
war, and at the same time a falling off in 
the value of those exports for which demand 
depends on peace and prosperity in the coun- 
tries which normally buy our goods. This is 
not, fundamentally, a healthy condition. The 
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world itself is not in a healthy condition and 
Canada’s economic relations with the outside 
world reflect the disturbances beyond our 
frontiers. 

I see no reasonable hope of restoring normal 
trade relations except by a vigorous prosecu- 
tion of the policy of tariff reduction through 


bilateral trade agreements, a policy for which. 


this government has stood since its entry 
into office. For better or worse, the force of 
circumstances has eliminated at least for the 
present the alternative approaches of uni- 
lateral or universal action. The United States 
is not prepared to reduce its tariffs except 
by way of trade agreements, and the United 
Kingdom is now pursuing a similar policy. 
This being the present attitude of our two 
best customers, it is surely apparent that 
Canada should try to reach agreement with 
them rather than to pursue at this time an 
isolated policy of further unilateral tariff re- 
ductions. I do not think there should be 
any real difference of opinion as to where 
the national interest of this country lies. 
It is bound up inseparably with the restora- 
tion of free and stable international trading 
conditions. Every effort in that direction has 
had and will continue to have our whole- 
hearted support and practical cooperation. 


It would not be proper for me, at this time, 
to make any statement with regard to the 
negotiations looking toward the conclusion of 
new trade agreements between Canada and 
the United States, and the United States 
and the United Kingdom, which have been 
pursued steadily in Washington for some 
months now. We have embarked, it is true, 
on a big and difficult undertaking which for 
its successful completion will require the con- 
tinuing collaboration in good faith of all the 
countries concerned. We believe that all the 
benefits of the good neighbourhood which we 
in Canada appreciate in our relations with 
the United States of America can be fully 
realized only through closer cooperation in 
the economic field between the United States 
and all the countries of the British com- 
monwealth. The process of translating these 
hopes, which we all share, into concrete 
results has been difficult and protracted. In 
the present instance, it is clear that if we 
are to find fair and practicable solutions to 
the problems involved, Canada must make its 
contribution along with the rest towards a 
general settlement. It is perhaps true that in 
some areas and in some industries we have 
been enjoying the best of both worlds, and it 
has been argued, therefore, that our interest 
is to sit tight and exploit such privileges 


for what they are worth—while they last. Such 
an attitude is obviously shortsighted; it is 
certainly not the policy of this government, 
which is striving, on the basis of reciprocity 
and fair dealing, to work out trade arrange- 
ments with all nations which will serve the 
best interests of Canada as a whole. 


I shall not attempt to prophesy the con- 
sequences that may follow from a successful 
completion of the present negotiations. I can- 
not refrain, however, from reminding the 
house that proof of the will and capacity of 
the countries of the British commonwealth of 
nations and the United States of America 
to cooperate in the field of trade will be a 
political fact of world importance. Con- 
versely, the acknowledgment of inability to 
do so would limit the influence of the great 
democracies as a stabilizing factor in a dis- 
turbed world. The economic benefits of suc- 
cess in our efforts would not be confined to 
the tirade and prosperity of the countries 
directly engaged in these negotiations. They 
would, through the application of the policy of 
equal treatment in commercial matters, be 
shared in some degree by every country in 
the world. The progressive reduction of the 
tariffs of the great trading nations will un- 
doubtedly lessen the present strains under 
which the economies of many less fortunate 
nations are labouring. It should help to turn 
the nations of the world away from economic 
nationalism which is both a cause and a con- 
sequence of the growing fear of war. 


CONCLUSION 


In conclusion, Mr. Speaker, I do not 
exaggerate when I say that the fate of civiliza- 
tion to-day depends on whether these quali- 
ties of toleration, of good-will, of friendly co- 
operation, of ability to take the far-sighted 
view and of willingness to sink differences 
of lesser importance for the sake of the larger 
interest—whether these triumph in human 
affairs. If I may say so, these old-fashioned 
qualities are needed not only in international 
affairs but in the day to day relations between 
individuals, social groups and political bodies in 
this country. In spite of all our difficulties, 
I am confident that the Canadian people 
possess these qualities to a degree which will 
ensure continuous and progressive development 
of a united Canada. 


BUDGET RESOLUTIONS 


Mr. Speaker, I beg to give notice that when 
we are in committee of ways and means I 
shall move the following resolutions: 
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INCOME WAR TAX ACT 


Resolved, That it is expedient to amend the 
Income War Tax Act and to provide: 


1. That lump sum payments made in Canada, 
which sever the funds permanently from the 
assets of the payor company, for the establish- 
ment of superannuation or pension fund plans 
with a view to providing benefits for employees 
in respect of past years’ services, shall be 
allowed as a deduction to the extent of one- 
tenth of such lump sum payments in each of 
ten successive years, commencing the year in 
which the payment is made; provided that in 
the case of superannuation or pension fund 
plans heretofore established by lump sum pay- 
ments the said deduction shall commence in 
the year 1938 and continue thereafter until ten 
years shall have elapsed from the date of the 
initial payment. 

2. That every corporation, the main business 
of which is the making of small loans shall, 
notwithstanding any other provision contained 
in the Income Tax Act, be subject to normal 
corporation rates of tax. 


3. That annuities received under the pro- 
visions of any Will or Trust shall be taxable 
income of the recipient. Such annuities shall 
be taxable for the year 1937 and each year 
thereafter notwithstanding when the Will or 
Trust became effective. 


4. That the Gift Tax shall not apply to any 
cifts made in any year by an individual the 
aggregate value of which in such year does 
not exceed an amount equal to one-half of 
the difference between the income which was 
subject to income tax in the previous year 
and the income tax payable thereon. Any 
enactment founded on this resolution shall be 
applicable to gifts made in the calendar year 


1938 and thereafter. 
5. That the rates of tax set forth in the 
schedule to the Gift Tax be imecreased as 


follows: 
On gifts up to and including $25,000—from 
2 per cent to 5 per cent. 
On gifts exceeding $25,000 but not exceeding 
$50,000—from 3 per cent to 6 per cent. 
On gifts exceeding $50,000 but not exceeding 
$100,000—from 4 per cent to 7 per cent. 
On gifts exceeding $100,000 but not exceeding 
$200,000—from 5 per cent to 8 per cent. 
On gifts exceeding $200,000 but not exceeding 
$300,000—from 6 per cent to 9 per cent. 
On gifts exceeding $300,000 but not exceeding 
$400,000—from 7 per cent to 10 per cent. 
On gifts exceeding $400,000 but not exceeding 
$500,000—from 8 per cent to 12 per cent. 
On gifts exceeding $500,000 but not exceeding 
$1,000,000—from 9 per cent to 14 per cent. 
On gifts exceeding $1,000,000—from 10 per 
cent to 15 per cent. 
Any enactment founded on this resolution shall 
be applicable to gifts made in the calendar year 
1938 and thereafter. 


6. That royalties paid by persons abroad out 
of royalties received from sources within Can- 
ada shall not be allowed as a deduction in 
determining net royalty income from sources 
within Canada. 

7. That if any person or corporation ordinarily 
resident in Canada effects any transaction which 
at any stage makes use of any person or cor- 

ration ordinarily resident abroad, and which 

as the effect of reducing the liability to 


taxation under the Act of such person or 
corporation ordinarily resident in Canada, such 
person or corporation ordinarily resident in 
Canada, shall continue to be liable to taxation 
under this Act to the same extent as if the 
transaction had not taken place. This _pro- 
vision shall apply to any transaction only if 
the Treasury Board upon a reasonable inter- 
pretation of the evidence available makes a 
ruling that the transaction was effected mainly 
for the purpose of avoiding liability to taxation 
under the Act. An appeal shall lie from any 
such ruling of the Treasury Board to the 
Exchequer Court of Canada. 

8. That dividends received by Canadian parent 
companies from wholly-owned non-resident sub- 
sidiary companies shall be exempt from the 
corporation rate of tax if at least 75 per cent 
of the combined capital of the parent and 
subsidiary companies is employed abroad. Such 
exemption shall be granted only if and to the 
extent that the country in which the subsidiary 
company is located grants a like exemption 
to parent companies in respect of dividends 
emanating from subsidiary companies in Can- 
ada and shall not extend beyond dividends that 
are equal to profits that have been subject to 
tax abroad in the year previous to the year 
of declaration of the said dividends. Any 
enactment founded on this resolution shall be 
deemed to have come into force at the com- 
mencement of the calendar year 1938 and to 
be applicable to the calendar year 1938 and to 
fiscal periods ending therein and to all subse- 
quent periods. 


9. That any enactment founded on the pro- 
visions of these resolutions shall be deemed to 
have come into force at the commencement of 
the calendar year 1937 and to be applicable 
to the calendar year 1937 and to fiscal periods 
ending therein and to all subsequent periods, 
except as otherwise provided. 


SPECIAL WAR REVENUE ACT 


Resolved, That it is expedient to introduce a 
measure to amend the Special War Revenue 
Act, chapter one hundred and seventy-nine of 
the Revised Statutes of Canada, 1927 and 
amendments thereto and to provide: 


1. That Schedule III to the said Act being 
the list of articles exempted from the con- 
sumption or sales tax be amended by adding 
to the said Schedule the following: 


“Materials for use exclusively in the manu- 
facture of gopher poison; 

Harness for horses and complete parts there- 
for and articles and materials to be used 
exclusively in the manufacture thereof; 

Feeds for fur-bearing animals whose pelts 
have commercial value; 

Articles and materials for use exclusively in 
the equipment or repair of boats used by fisher- 
men in the fisheries; 

Bricks; building tile, 
building stone; plaster; 
and stucco dash; 

Lumber; sash; doors; shingles; lath; siding; 
stairways; balustrades: 

Plaster boards, fibre boards, wallpaper, build- 
ing paper, and materials manufactured wholly 
or in part of vegetable or mineral fibre for 
wall coverings or building insulation; 

Paints, varnishes, white lead and paint oil; 

Prepared roofings; 


building blocks and 
lime, cement; stucco 
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Shower baths, bath tubs, basins, faucets, 
closets, lavatories; sinks and laundry tubs, not 
including pipes and pipe fittings; 

Glass for buildings; 

Furnaces for heating buildings; 

Builders’ hardware, namely: locks, lock sets, 
butts, hinges, pulleys and window fasteners. 


2. That Schedule II to the said Act be 
amended by striking out the following words in 
paragraph three thereof: j 


“Provided that the tax hereby imposed shall 
not apply to the goods mentioned herein, when 
sold to or imported by manufacturers of auto- 
mobiles or chassis for the original equipment 
of such automobiles or chassis under the 
following conditions: 


(i) If less than ten thousand automobiles or 
chassis are manufactured or produced per 
annum and at least fifty per centum of the 
factory cost of manufacturing or producing 
them, exclusive of duties and other taxes, is 
incurred in the British Empire; 

(ii) If ten thousand automobiles or chassis 
or more are manufactured or produced per 
annum and at least sixty per centum of the 
factory cost of manufacturing or producing 


————— 


them, exclusive of duties and other taxes, is 
incurred in the British Empire; 

Provided, however, that effective April lst, 
1938, the words “sixty-five” shall be substituted 
for the word “sixty” in this paragraph.” 
and substituting therefor the following: 

“Provided that the tax hereby imposed shall 
not apply to the goods mentioned herein when 
used exclusively for the original equipment of 
such automotive vehicles.” 


3. That subsection two of section fifty-eight 
of the said Act be amended to provide that 
the excise tax payable upon the sale, transfer 
or assignment of any share at a price or 
valuation of one dollar shall be one-quarter of 
one cent per share. 


4. That any enactment founded on this reso- 
lution shall be deemed to have come into force 
on the seventeenth day of June, one thousand 
nine hundred and thirty-eight and to have 
applied to all goods imported or taken out of 
warehouse for consumption on and after that 
date and to have applied to goods previously 
imported for which no entry for consumption 
was made before that date. 
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DELIVERED BY 


HON. J. L. ILSLEY 
MINISTER OF NATIONAL REVENUE 


IN THE 


HOUSE OF COMMONS, TUESDAY, SEPTEMBER 12, 1939 


THE BUDGET 


FINANCIAL PROPOSALS PRESENTED BY THE ACTING 
MINISTER OF FINANCE 


Right Hon. W. L. MACKENZIE KING 
(Prime Minister) moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 

Hon. J. L. ILSLEY (Acting Minister of 
Finance): Mr. Speaker, it is a matter of uni- 
versal regret that since the presentation of 
the last budget the Hon. Mr. Dunning, the 
then Minister of Finance, has been obliged to 
resign by reason of ill health. Sufficient time 
has not elapsed since the appointment of his 
successor for his election to a seat in this house, 
and it is therefore necessary that the financial 
proposals of the government should be placed 
before the house by the holder of another port- 
folio. 

The task before us to-day, like many a task 
in war, is a difficult and disagreeable one. Bud- 
geting at the best of times is not a pleasant 
business, as it involves essentially the counting 
of the cost of what we do. In the situation 
to-day, when we are entering upon a war of 
whose nature and duration we can guess only 
a little, it is difficult even to foresee the order 
of magnitude of the cost we shall eventually 
have to incur, and to pay. Therefore, our 
financial plans can only be provisional and we 
must be prepared to adapt them to changing 
circumstances. But it is doubly important 
under these conditions that we act with care, 
and seek to avoid financial pitfalls as we would 
the stratagems of the enemy. We shall not 
make the mistake which was justifiably made 
when Canada entered the last war, expecting 
it to be a short and only moderately expensive 
one. We know that mechanized warfare on 
the modern scale is tremendously costly and 
we can be sure that if the war continues the 
cost will increase probably more than propor- 
tionately. Therefore we must make our plans 
now with the full realization that we may be 
in for years of strenuous national effort. 

We enter this war at a time when Canadian 
business has been reviving from the recession 
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which checked our recovery from the great 
depression. Without attempting to describe 
economic conditions in detail, I would draw 
your attention to the fact that conditions have 
improved substantially in the four months that 
have elapsed since the last budget. Our west- 
ern farmers are harvesting a bountiful wheat 
crop, apparently much better than was ex- 
pected a month ago when earlier, more roseate 
prospects were being threatened by weather 
conditions. Wheat prices have also risen con- 
siderably in expectation of increased war 
demand. Construction activity, not only resi- 
dential but industrial and commercial as well, 
has shown a notable increase due in substantial 
part to the measures enacted by Parliament 
to stimulate it. Our exports both to the United 
Kingdom and the United States have increased 
substantially. In spite of the acute political 
tension in Europe during the last few months, 
business sentiment in Canada had improved 
and there was mounting evidence of a new 
forward-looking attitude. Given peace, we 
might legitimately have anticipated a brisk 
recovery during the balance of the fiscal year. 
Now that war is upon us, its immediate effects 
may produce hesitation and quietness for a 
month or two in view of the shock to business 
confidence and the necessity of making read- 
justments to war conditions. This period should 
not last long, and once it has passed we may, 
I think, expect a more rapid expansion due 
to the insatiable demands of war. 

It has been a matter of special gratification 
to note the comparatively moderate effect of 
the immediate shock of war upon our finan- 
cial markets. It was only natural that cer- 
tain reactions should take place in the open- 
ing days of a major war but there has been 
no closing of stock exchanges, no public 
hysteria, no wholesale liquidation, no strain 
upon our financial institutions. What a con- 
trast with the cataclysmic events of the first 
two weeks of August, 1914! What has 
happened is, of course, a strong tribute to 
the vastly improved position which we enjoy 
to-day. True, we start with a much higher 
public debt, but in most other respects our 
economy is infinitely stronger. We are no 


longer dependent on vast imports of foreign 
capital on which the old pre-war boom was 
based. During and since the war, Canadian 
savings haye increased enormously and we 
have built up a vast and efficient mechanism 
for the mobilization of these savings. The 
strength of our banking system has always 
been recognized, but the changes which we 
have made in monetary and banking legis- 
lation during the last few years have greatly 
improved its efficiency and flexibility and 
its ability to promote the public welfare in 
wartime as well as in peacetime. In recent 
years we have increased enormously the 
diversification of our industries, and in par- 
ticular the remarkable expansion of our min- 
ing and metal industries will be of unique 
importance in a modern war. In every way 
we are far better able to undertake immedi- 
ately the great economic tasks which war 
has thrust upon us. 

Coming to my immediate task, I will en- 
deavour first to review the outlook for our 
revenues and expenditures for the present 
fiscal year in the light of the new develop- 
ments. You will not, I am sure, expect me 
to deal with these matters in the detail which 
is usual in an ordinary budget address, and 
I know that you will be ready to make 
allowances for the difficulties which inevit- 
ably present themselves to anyone who 
must attempt the role of forecasting the 
probable course of events during even the 
next few months. No one can predict with 
any measure of confidence precisely what 
lies ahead of us, and the estimates which I 
will give you should be regarded merely as 
rough approximations based on our view 
of the probable course of events. 

You will recall that in April last the then 
Minister of Finance forecast total revenues 
of $490,000,000 for the present fiscal year. 
While during the first five months of the 
year the receipts from certain taxes, par- 
ticularly income tax, were possibly lower 
than he had anticipated, I now expect that 
our present tax structure, without any 
revision, will probably produce a_ higher 
revenue for the year as a whole than he had 
estimated, because of the expansion of pro- 
duction and incomes which should result 
within a relatively short time from our own 
expenditures on war activity and the prob- 
able placing of substantial war orders in this 
country by one or more allied governments. 
For our present purposes it is now antici- 
pated that, if there were no changes in our 
tax structure, our total revenues for the year 
would be of the order of $495,000,000. 


On the side of expenditure it is far more 
difficult to forecast the final result of the year’s 


operations. In the budget of last April the 
probable total expenditure for the year was 
estimated at $550,100,000, exclusive of any 
further losses in respect of wheat and exclusive 
of certain defence expenditures which are being 
capitalized under the special sinking fund plan. 
For many obvious reasons it is still not feasible 
or advisable to make any estimate of the prob- 
able financial results of the wheat marketing 
program, although it will be clear to everyone 
that the substantial change which has taken 
place in wheat prices will, to say the least, 
greatly ease the burden that might otherwise 
have had to be borne by the national treasury. 
Fortunately, also, the splendid wheat crop 
which is now being harvested in western Can- 
ada should reduce to rather modest proportions 
any expenditures that might otherwise have 
had to be made under the Prairie Farm 
Assistance Act. With the certainty of a good 
wheat crop and as a result of the gradual im- 
provement in business which has already taken 
place, the appropriations already made by 
parliament for deficits of government-owned 
enterprises will, I believe, prove adequate. This 
leaves for consideration, in respect of the items 
budgeted for last session, mainly our ordinary 
and capital expenditures and special expendi- 
tures for unemployment relief and for projects 
designed primarily to alleviate the problem of 
unemployment. 

In considering these expenditures there is 
one outstanding point which should be stressed, 
namely that the magnitude of the new burdens 
thrust upon us makes it imperative that we 
should do everything that is practicable to 
conserve our resources and to economize on 
any expenditures which are not urgently needed 
in the national interest. It would, of course, 
be “penny wise, pound foolish” to curtail 
expenditures so suddenly and so drastically as 
to aggravate seriously the unemployment prob- 
lem before the stimulating effects of war 
expenditures and foreign purchases in our 
markets have acquired that momentum which 
will almost certainly bring our economy ulti- 
mately to a position of maximum productivity 
and full employment. It is therefore neces- 
sary to distinguish between a policy that may 
be appropriate for the next two or three months 
and what should be done in the later months 
of this fiscal year or in the later years of war. 
Parliament can be assured that while our policy 
will be to conserve our resources to the maxi- 
mum practicable extent and to secure the 
maximum possible economies in the appropria- 
tions already granted by parliament, that 
policy will not be carried out in such a way as 
to aggravate unemployment and retard the 
prompt expansion of production and national 
income. 
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Finally, we must take into account the sum 
of $100,000,000 which we have asked parlia- 
ment to appropriate in order to meet the 
special expenditures necessitated by the exist- 
ing state of war. 

Including this amount, it is now estimated 
that our total expenditures for the year will 
aggregate approximately $651,000,000, not in- 
cluding the two items of capitalized defence 
expenditures and any further losses in the 
marketing of wheat. If we deduct from this 
sum the estimate I have given of $495,000,000 
for our total revenues for the year, we arrive 
at an anticipated deficit of $156,000,000, exclu- 
sive of the two items just mentioned. In 
view of the magnitude of that sum and, if the 
war continues, of the additional sums which 
we may have to raise in subsequent years as 
well as the importance of the effects on our 
economy of the particular policies which may 
be followed, it is appropriate for me to make 
some comments on the general problem of 
war finance before I announce the specific 
proposals which I have to make. 

First of all let me emphasize that however 
we finance the cost of the war, whether by 
taxation or by borrowing or by inflation, we 
cannot escape its real costs. By the real 
costs I mean the goods and services which 
have to be sacrificed out of our current pro- 
duction to meet the needs of war. We shall 
have to devote a vast quantity of materials 
and the work of many thousands of men to 
produce the foodstuffs, the equipment and the 
munitions which are used by those who are 
drawn out of peace-time occupations to serve 
the needs of defence. To destroy the menace 
of Hitlerism, we must be prepared to sacri- 
fice what the use of these materials and the 
labour of these men would otherwise have 
provided for us in terms of better and more 
secure living. If we must devote a great deal 
of our labour to making guns and military 
supplies, we shall have to do without what- 
ever would have been produced in their place 
in peace-time. 

We can, however, lighten the burden imposed 
by this real sacrifice if we expand our total 
employment and production. To the extent 
that we can put our unemployed men and 
equipment to work producing what we need 
for war, we will have to divert less resources 
away from normal uses. In many cases we 
may need to use on war work specialized men 
and equipment which are already employed, 
but we can cut down the real costs involved 
in doing so if we can replace them in their 
normal work by somewhat less skilled labour 
or less specialized equipment which may now 
be unemployed. We can reduce the cost 
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further by developing more skilled labour, | 
by better organization and by more effective | 
utilization of all our resources. Conditions \ 
of war will not only demand but probably | 
also make possible the full utilization of our! 
manpower and equipment. The urgent de-, 
mands of ourselves and our allies for supplies 
of all kinds and the will of a united people 

to win the war, even at the cost of some, 
regimentation which might not be dovedtabsy 
to a democratic people in peace-time, will 

provide that impetus to expansion of produc- \ 
tion and capital investment which has been 

lacking in these recent years of uncertainty \ 
and fear. 


In this connection we recall how rapidly 
Canadian business responded to the needs 
of our own and allied governments during the 
last war. Industrial capacity was rapidly 
expanded and at the peak one-third of our 
manufacturing industry was engaged on war 
orders for other countries. Similarly agricul- 
ture and the mining industry received power- 
ful stimuli from the urgent demands of 
allied governments for foodstuffs, metals and 
minerals. Our exports increased. enormously 
—from 432 million dollars in 1914 to 1,540 
million dollars in 1918. Exports of shells and 
explosives alone rose from a few million 
dollars in the first year of war to 390 million 
dollars in 1917 and during the war period 
approximately one billion dollars worth of 
shells and explosives were shipped overseas. 
The new wealth of resources and capacities 
which the necessities of the conflict developed 
in Canada was an important offset to the 
enormous cost and wastage of the struggle. 

Whatever such offsets may be, it is 
important to emphasize that, as I have already 
said, the real costs of war must come out of 
current production, out of the goods and 
services produced during the war. It is true 
that some stocks of military supplies may 
be on hand at the beginning of a war, but 
their importance is slight for a war of any 
duration. Borrowing abroad may enable a 
belligerent country to supplement its current 
production with an excess of imports but 
such borrowing is usually difficult in wartime 
and leaves the country with the need of 
making real payments abroad after the war 
is ended. Taking it by and large the fact 
is that the shells that are fired and the other 
goods and services that are used up in the 
course of a war must be produced during the 
period of the war. This being the case, it 
follows that, and I repeat it again, in real 
terms, namely, in terms of the loss to the 
nation of this production, a war is paid for 
substantially during its duration. Obviously 
this simple fact has very important implica- 
tions for any program of war finance. 


There may be some who feel that borrow- 
ing at home may enable us to shift part of the 
burden to the next generation. Ill-considered 
and excessive domestic borrowing, of course, 
may add unnecessarily to the burdens of cer- 
tain members of the present and post-war 
generations who will find it necessary to pay 
interest to those of their fellows who may be 
bondholders. But the war generation does 
not thereby shift its own real burden on to 
posterity because borrowing at home does not 
enable us to borrow from future production 
the physical goods and services that are used 
up during a war. Borrowing at home is merely 
one means of diverting our production into 
war requirements, a means which is less painful 
at the time but which ultimately requires a 
somewhat greater resort to taxation. When 
we borrow a hundred dollars from one of our 
citizens and spend it on war supplies, he is 
thereby prevented from spending that hundred 
dollars on his own consumption or investing 
it to enable someone else to spend it on some 
kind of capital production. In future years 
we will have to pay him not only the prin- 
cipal but interest as well. Obviously we could 
accomplish the same diversion by taxing the 
hundred dollars away from him. Diversion 
by this method alone, that is to say, by a 100 
per cent taxation or pay-as-you-go policy 
would seem at first sight to represent the ideal 
policy of war finance; in principle it would 
appear to be the most logical, the most 
equitable, the least likely to create disturbances 
and dislocations. But, in the first place, this 
takes no account of the desire, indeed the 
necessity, of individuals making some savings 
to provide for a rainy day, and an effort to 
take so much in taxation that individual sav- 
ings would be practically wiped out, would 
become so disruptive in character as in- 
evitably to produce disorganization and public 
discontent. In the second place, realism com- 
pels us to admit that a pay-as-you-go policy 
has to take account of the psychological re- 
actions to taxation. In other words, we must 
recognize that when diversion by means of 
taxation rather than borrowing is carried too far 
the average citizen begins to feel that there 
is no use in his working for any additional 
income and therefore he does not put his best 
effort into his work with the result that 
efficiency and production fall off. If we can- 
not maintain our production at maximum 
efficiency we may lose the war, and at least 
the real costs of the war will increase. It is 
‘by a reasonable balancing of these various 
considerations that we have to decide how 
much to tax and how much to borrow. 

We can also divert our resources to war 
purposes by inflation. We can create addi- 
tional supplies of money and use them to 


purchase what we need. In this case, just as 


in the others, what we take for war purposes 
someone else must do without. Instead of 
taking money from the individual citizen in 
the form of taxes or loans, we put our new 
money into competition with his old money 
and take the goods and services away from 
him by forcing prices up against him. Of 
course this new supply of money will then 
go into general circulation and will continue 
to compete with the former supply. There- 
fore to continue getting the supplies that we 
need we must necessarily continue issuing 
more and more money, thus driving prices up 
farther and farther. If it is replied that we 
should control prices rigidly, then, assuming 
that all prices under such conditions could 
be effectively controlled—a very optimistic 
assumption—we would have to prevent the 
public from spending its money by some 
other means such as a drastic system of 
rationing all commodities. In that case the 
citizen would get paid in money which he 
could not spend freely. In other words, he 
has in effect been compelled to make a forced 
loan to the government on which he receives 
no interest. It must be realized, therefore, 
that this inflationary method of financing a 
war is easily the most unfair and inequitable 
of all the methods of diverting labour and 
materials to war-time purposes. It represents 
merely a thinly disguised scheme of taxation 
of a most unjust type. It throws a grossly 
unfair proportion of the burden upon the 
person of small or medium income, the wage 
earner, the salaried man and those who have 
savings deposits, insurance policies or securities 
of any kind whose value is fixed in money. 
It represents a complete violation of the 
principle of taxation in accordance with ability 
to pay. It leaves in its wake a host of 
troubles such as chronic dislocations between 
industries, incomes and prices which are most 
difficult to cure, very serious damage to 
business and public morale, and high interest 
rates. If long continued, it can end only in 
complete collapse. These and other results of 
drastic inflation can be illustrated from the 
experience of many countries during the last 
war. 


Canada’s record in that war was much better 
than that of most other countries. But like 
the other belligerents she met the major 
portion of the cost of the war out of borrow- 
ings and credit expansion. We had no 
previous experience in financing a major war 
and in any case the imposition of a weight 
of taxation sufficient to pay for the whole 
cost of the war would have been too revolu- 
tionary a step to take. Prior to 1914 the 
dominion government had relied for its 
revenues almost exclusively on customs duties 
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and a few excise duties. It had no system of 
general taxation or established machinery for 
directly taxing the net incomes, profits and 
wealth of individuals. The sudden introduc- 
tion of such taxation measures on the scale 
required would have been too drastic to be 
either economically or politically practicable. 
Her own financial program and perhaps more 
importantly the influence on world prices of 
the inflationary financing of many other 
countries resulted in a drastic expansion of 
bank credit, a rapid rise in prices and a 
redistribution of the national income. Prices 
and the cost of living rose more rapidly than 
wages and interest on old debts. Industrial 
profits and property incomes increased while 
the real income of wage-earners and individuals 
recelving interest payments at fixed rates 
declined, or rose less rapidly. It was this 
reduction in the real income of one section 
of the community and the creation of large 
surpluses in the hands of other sections willing 
to lend to the government that in consider- 
able part at least made possible Canada’s 
remarkable record in mobilizing: public savings 
through the various war and victory loan 
programs. The decline in the relative standard 
of living suffered by certain groups, the rapid 
increase in savings and the postponement of 
needed capital facilities made possible the 
enormous volume of war loans and represented 
the sacrifices necessary for the conduct of the 
war. 

No country had the courage to finance the 


| great war solely by resort to taxation and 
| borrowings out of savings. 
| cated, the,record of some countries was much 
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better than that of others but all suffered from 
a world-wide inflationary rise of prices of 
enormous magnitude. For the last twenty 
years the world has been paying the price—a 
colossal one. Indeed it is perhaps not too 
much to say that some of the roots of the 
present war are to be found in the world-wide 
unsound financing of the last war and the 
breat economic dislocations and continuing 
lburdens of which it was in part the cause. It 


({is to be hoped that in the present war the 
)'world may be able to avoid a repetition of 


that experience. 

_All this is not to say that a small and care- 
fully regulated amount of credit expansion may 
not be desirable in the early stages of the war 
in order to assist the increase of production 
and employment. It must be small and care- 
fully controlled because its effects which may 
not appear immediately are cumulative and 
otherwise might get out of hand. If at the 
beginning of the war there are unemployed 
resources, some credit expansion may give 
an impetus to their prompt utilization. If it 
is carefully controlled, the expansion of pro- 


duction may prevent any abnormal rise in 
prices, confidence may be maintained and the 
initial impetus may be carried on and 
accelerated by the insistent demand that exists 
for supplies. However, as soon as the expan- 
sion of employment and production gets well 
under way and certainly before it approaches 
its limits, further expansion of the supply of 
money and credit must be stopped if the 
danger of progressive inflation is to be avoided. 
With an economy at full production and em- 
ployment, the only result of expanding money 
and credit is to raise prices without increasing 
production. At such a point commences the 
cumulative spiral of inflation with all its deadly 
consequences to the economy. 


It is with these fundamental considerations 
in mind that we have decided upon our policy 
of war finance. Because we believe it is the 
part of wisdom, we shall follow as far as may 
be practicable a pay-as-you-go policy. In 
imposing the new tax burdens which this 
policy will require we shall be guided by the 
belief that all our citizens will be ready to 
bear some share of the cost of the war, but 
we shall insist on the principle of equality of 
sacrifice on the basis of ability to pay. We 
shall not of course be able to meet all war 
costs by taxation, because, as already indi- 
cated, there is a limit to the taxes that can 
be imposed without producing inefficiency, a 
lack of enterprise, and serious discontent. As 
the first necessity is to win the war as quickly 
as possible and without undue cost, we cannot 
carry taxes beyond the point where they seri- 
ously interfere with production. But we are 
not prepared to be timid or lighthearted in 
judging where this point lies, if need arises, | 
What we cannot meet by taxation we shall 
finance by means of borrowing from the Cana- 
dian public at rates as low as possible. There 
may be some who expect or fear that interest 
rates will rise substantially, perhaps a few who 
are thinking in terms of conditions during the 
last war. Such a view completely overlooks: 
the vast changes that have taken place. We 
do not expect that any material change in 
interest rates from peace-time levels will be 
necessary to attract a sufficient portion of the 
large increase in savings which should be pro- 
duced by the expanding production and in- 
comes under war-time conditions. And we 
refuse to believe that those of our people who 
will benefit from the new conditions would 
seek to take advantage of war necessities to 
demand any undue increase in the interest 
rates which we have paid in peace-time. 

I have already indicated the basis for dis- 
tinguishing two major periods in our pro- 
gram—the initial period of expansion and 
preparation and the main period of full war 
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effort. We commence the initial period im- 
mediately, and the paramount need is to get 
things moving as rapidly as possible in the 
proper direction. Our own expenditure on 
defence and preparation will furnish an import- 
ant stimulus to the expansion of economic 
activity. There will be two additional sources 
of stimulus, first, the orders which we expect 
some of our allies to place in Canada for 
essential foodstuffs, raw materials and muni- 
tions; and secondly, the private capital expen- 
ditures which will probably be necessary in 
order to place our industry on an adequate 
footing to meet war requirements. These 
expenditures will probably soon be large 
enough to bring a rapid expansion of employ- 
ment and incomes. Out of these enlarged in- 
comes the public will be able to contribute 
more tax revenues and more savings. During 
the next few months, while we are starting 
the process of getting all our available resources 
into useful employment, the expansion in tax 
revenues from either existing or new sources 
may not provide for any very important part 
of our increased expenditures. We shall have 
to do some borrowing but the initial operation 
will probably be of a very short-term character 
and be designed to promote the immediate 
expansion of productive activity. It would be 
unwise and probably impracticable to attempt 
at an early stage any large borrowing opera- 
tion designed to draw heavily upon public 
savings. Only after the initial period of ex- 
pansion is well under way should we find it 
necessary to offer a loan for general public sub- 
scription in order that savings may be put 
directly to use. 


By the time we have achieved the second 
stage of full war effort our national income will 
have increased so substantially that our exist- 
ing taxes will yield a much higher revenue than 
during the last year or two. Not only will 
there be a greater volume and value of sales 
but the rise in individual earnings will bring 
more incomes into the higher taxation brackets 
and there will be additional business profits 
subject to tax. Consequently, the increase in 
dominion revenues should be larger, propor- 
tionately, than the increase in the national 
income. Nevertheless, our special expenditures 
caused by war conditions will be substantially 
increased, and while certain expenditures that 
have caused heavy drains upon the treasury 
in recent years, such as those for unemploy- 
ment relief and wheat marketing, may be 
largely or wholly eliminated, it can never 
be forgotten that we start the war with a 
dominion budget heavily unbalanced under 
peace-time conditions. It is obvious, there- 
fore, that additional taxes should be imposed 
immediately. I am confident that the Cana- 


dian public as a whole will expect this parlia- 
ment to have sufficient courage to impose 
upon them such new or additional levies as 
will demonstrate an immediate and resolute 
effort to pay our way. 

In this spirit we have prepared the program 
of tax increases which I am now about to 
recommend to the house. They may be 
regarded in some quarters as drastic, but I am 
sure that the Canadian public will accept 
them as an inevitable incident of the vital 
struggle in which we are engaged and as 
essential to avoid greater evils and burdens 
at a later date. They are comprehensive in 
their incidence because we believe that no 
person will desire to escape some additional 
taxation. They have been carefully studied 
to make sure that they will be in conformity 
with our fundamental aim of providing for 
equality of sacrifice on the basis of ability 
to pay. 

The main feature of this tax program is an 
excess profits tax of general application. If 
we are not to impair the incentive to maximum 
efficiency or retard the prompt utilization of 
our entire resources and the achievement of 
full productivity and employment we must 
be able to hold out to business men the oppor- 
tunity of making a reasonable profit and also 
the chance of securing some compensation for 
exceptional efficiency and willingness to take 
the risks inherent in industrial enterprise in 
war-time. But under war-time conditions } 
when important sacrifices are being asked — 
from the humblest citizen and when human 
lives are at stake, no government can justify | 
the making of profits that are excessive or un-! 
reasonable. 

It is an extremely difficult matter to devise 
an excess profits tax which will be fair to all 
kinds of businesses. No one who has not 
attempted to draft such a measure can appre- 
ciate the range of thorny problems involved. 
In the first place the normal rate of profits 
is not the same for all industries. Risks are 
far greater in some businesses than in others 
and, accordingly, the rate of return must be 
higher if such risky industries are to obtain 
the capital they need and to survive. They 
would be severely discriminated against under 
a general measure which taxed all profit above 
a common level on the assumption that the 
annual rate of return should everywhere be 
the same. Furthermore, not all businesses re- 
quire the same proportion of capital in rela- 
tion to value of output. Thus under normal 
conditions with no excess profits being made, 
the ratio of profits to capital of a company 
in a business using relatively a small amount 
of capital will appear abnormally high even 
though there be no profiteering. Thus, while 
an excess profits tax based on rate of return 


on capital may be entirely fair and reasonable 
over a wide range of industry, there are in- 
stances where it would operate with undue 
hardship. This should be recognized at the 
outset and provided for. 

The United Kingdom in its recently imposed 
tax on armaments profits adopted the method 
of imposing the tax on the increase in the 
amount of a firm’s profits as compared with 
the average profit made by the firm in recent 
years. This method assumes that profits in 
the selected base years might fairly be re- 
garded as normal, and therefore that any 
increase over this normal rate is the measure 
of excess profits due to war conditions. The 
United Kingdom taxes such abnormal profits 
at the rate of 60 per cent. The method may 
work with reasonable fairness in the United 
Kingdom for the limited number of com- 
panies to which it applies but in Canada it 
would not be satisfactory for a measure of 
general application because a number of our 
industries have not been making normal 
profits in recent years, and indeed in some 
cases have not been making any profits at all. 

It is obvious, therefore, that each of the 
two general methods of taxing excess profits, 
which I have discussed, would operate un- 
fairly in certain cases. After much study 
and careful consideration with a view to 
being fair to all types of business, it was 
decided to combine the two methods as 
alternatives in the measure which we are 
recommending to the house. Accordingly a 
business concern may elect to be taxed on 
either one of the two bases, that is to say, 
either on the basis of a graduated scale 
of rates of profit on capital employed, or 
on the increase in profits over the average 
of the past four years. Where one basis 
might give rise to injustice or hardship, 
the business concern may elect to be taxed 
under the alternative basis. It is believed 
that this arrangement will have the effect 
of reducing to a minimum any injustices 
or undue hardships which might be inherent 
in either of the two methods used alone. 

With regard to rates of taxation, the 
following schedule will apply where the tax- 
payer elects to be taxed on the basis of 
percentage return on capital employed:— 

On that portion of profits in excess of 
5 per cent and not in excess of 10 per cent, 
a rate of 10 per cent. 

On that portion of profits in excess of 
10 per cent and not in excess of 15 per cent, 
a rate of 20 per cent. 

On that portion of profits in excess of 
15 per cent and not in excess of 20 per cent, 
a rate of 30 per cent. 


On that portion of profits in excess of 
20 per cent and not in excess of 25 per cent, 
a rate of 40 per cent. 

On that portion of profits in excess of 
25 per cent, a rate of 60 per cent. 


Where the taxpayer elects to be taxed 
on the alternative basis, he will be required 
to pay to the treasury 50 per cent of any 
profits in excess of his average annual 
profits in his previous four fiscal periods. 
In view of the increase in the tax on cor- 
porate profits, to which I shall later refer, 
this will mean a tax of approximately the 
same severity as that applied to armament 
profits in the United Kingdom. 


It should be pointed out at once that this 
tax on excess profits is to be levied on all 
businesses whether incorporated or not and 
whether increased profits are the result of 
war contracts or not. The reason for its 
application to all business firms is, of course, 
that under war-time conditions it is impos- 
sible to distinguish between the firm which 
is making larger profits directly because of 
armament orders and other firms whose profits 
are expanding as a result merely of a higher 
volume of business or possibly a higher price 
level due to war-time conditions. Further- 
more, the excess profits tax will be in addition 
to all other taxes currently in force. In this 
respect the present measure differs from the 
Business Profits War Tax which was levied 
during the last war. At that time business 
corporations paid either the corporate income 
tax or the business profits war tax, which- 
ever was the higher. Under the new measure 
which we are recommending, the corporate 
income tax will be regarded as an expense 
in calculating the amount of excess profits for 
tax purposes. That is to say, it is the amount 
of profits left in the hands of a business 
concern after paying income tax which will be 
subject to the excess profits tax. This new 
tax will be applicable to profits earned in 
the year 1940 and in the fiscal periods ending 
therein after March 31, 1940. 


I should add that problems arising out of 
certain special circumstances will be provided 
for in the bill. We must also contemplate 
that if Canadian industry is to be able to 
meet the urgent demand for war supplies that 
will arise, it will probably be necessary to 
provide for the construction of new plant or 
important extensions to existing plant and 
equipment. Particularly if business men ex- 
pect the war to be of short duration they 
will not be willing to assume the risks of 
making the new investment required with an 
excess profits tax as drastic as that which 
we are proposing, unless they can see an 
opportunity of being able to amortize their 


costs over a reasonable period. Special provi- 
sion, therefore, will have to be made for this 
problem. 


The corporation income tax rate is also to 
be raised from 15 per cent to 18 per cent, 
and in the case of consolidated returns, from 
17 per cent to 20 per cent. Thus, regardless 
of whether a corporation makes sufficient 
profits to bring it under the excess profits 
tax, it will in future be required to pay an 
additional 3 per cent on its net income. 


All individuals subject to income tax will 
be required in future to pay a war surtax 
equal to 20 per cent of their ordinary income 
tax. That is to say, after calculating income 
tax under the present schedule of rates, an 
additional 20 per cent of the tax bill will 
be payable as a war surtax. This increase 
will be payable next year in respect of incomes 
earned in the year 1939 and fiscal periods 
ending therein. 


As is usual in war-time budgets, we are 
also recommending certain increased levies 
on articles that are commonly regarded as 
being in the category of luxuries. Excise 
duties on spirits have traditionally played an 
important part in our revenue system and 
have been lowered in the last few years. 
We are now recommending that the present 
rates of $4 and $5 per gallon respectively on 
domestic and imported liquors should be in- 
creased to $7 and $8 per gallon respectively, 
the rates which were in force prior to the 
reductions in 1935. In the case of Canadian 
brandy, the existing $3 rate will be moved 
up to $6 with an equal increase on the 
duty on imported brandy. Beer will bear an 
additional levy by means of an increase in 
the rate of tax on malt from 6 cents to 10 
cents per pound. On beer brewed from sub- 
stances other than malt the existing rate of 
22 cents per gallon will be increased to 30 
cents. The rate on malt syrup is also to 
be increased from 10 cents to 15 cents per 
pound. Appropriate changes will also be 
made in the rates applying to imports of 
the foregoing. Wines which now bear the 
rate of 73 cents per gallon will in future pay 
15 cents, and in the case of champagne and 
sparkling wines the existing 75 cents per 
gallon will be raised to $1.50 with equivalent 
increases on the imported product. Cigarettes 
will in future bear a tax of $5 per thousand, 
an increase of $1 per thousand over the 
present rates, and the tax on manufactured 
tobacco will be increased from 20 cents to 25 
cents per pound. 

As we are not recommending any lowering 
of the existing level of personal exemptions 
under the tax on individual incomes, it is 
considered that all our citizens may properly 


be asked to make some contribution to the 
treasury for the prosecution of the war, 
through their purchases of tea and coffee. 
Both are wholly imported commodities, and 
an increase in customs duties would therefore 
be wholly for revenue purposes. Accordingly, 
we are recommending that in the case of 
coffee, of which the greater part of our 
imports now comes in free, an increase of 
10 cents per pound shall be imposed under all 
tariffs. With regard to tea, the greater part 
of our present imports now pays 4 cents per 
pound. It is proposed to add to existing rates 
5 cents per pound in respect of tea invoiced 
at less than 35 cents per pound, 74 cents in 
respect of tea invoiced at 85 cents per pound 
or more but at less than 45 cents per pound, 
and 10 cents per pound in respect of tea 
invoiced at 45 cents per pound or more. 


In view of the increased levies on alcoholic 
beverages and on tea and coffee, it seems 
proper that some additional taxes should be 
imposed in respect of soft drinks. It is 
proposed, therefore, to place a tax of 2 cents 
per pound on carbonic acid gas and similar 
preparations used in the manufacture of non- 
aleoholic beverages. There will be no increase 
in the sales tax but the base of this tax will 
be broadened by removing from the schedule 
of exemptions electricity and gas used for 
domestic purposes, salted or smoked meats, 
and canned fish. 


All changes under the. Excise Act, the 
Special War Revenue Act, and the Customs 
Tariff are to be effective as of this date, 
except in the case of the increases in excise 
and customs duties on spirits including brandy 
which are to be effective as of September 3, 
1939. I may say that that was the date of 
the declaration of war by Great Britain. 


From these special war levies it is estimated 
that we shall derive approximately $21,000,000 
during the remainder of the present fiscal 
year. In this connection it must be remem- 
bered that the revenues due to the increases 
in the individual and corporate income taxes 
and the levy of an excess profits tax will not 
be coming into the treasury until our next 
fiscal year. In any case it is impossible to 
predict what the yield of the excess profits 
tax will be in its first year of operation, and 
I shall not even hazard a conjecture. How- 
ever, excluding this new impost, it is estimated 
that on the basis of a full year’s operations 
but without assuming any increase in produc- 
tion and incomes as compared with, say, 1938 
or 1939, the other new changes being made in 
our tax structure should produce a revenue of 
approximately $62,000,000. I have already 
indicated our view that after a short period of 
hesitation and quietness it is very likely that 


business will improve and that under the 
impact of war demand productive activity 
and, consequently, individual and _ business 
incomes, will rise substantially. If such a 
forecast should prove to be correct it is clear 
that the new taxes and the tax increases now 
being imposed will at a somewhat later stage 
produce a substantially higher return than the 
estimate which I have just given of their 
yield in a year like 1938 or 1939. Not only 
that, but if and when our economy begins to 
expand to the stage of full production and 
employment, the yield from our existing tax 
structure will rise more than proportionately. 

If there are any hon. members whose first 
impression was that our tax proposals were 
drastic, the estimate I have given of the 
moderate increase in revenue which will accrue 
to the treasury this year to meet the expendi- 
tures provided for in the war appropriation 
bill should serve to correct that impression. 
On the other hand, the estimate for a full 
year’s operation of the new taxes and the con- 
siderations which I have mentioned in regard 
to the effect of expanding production and 
incomes on our new tax system as a whole 
should make it clear that we are endeavouring 
to avoid oft-repeated mistakes in war finance 
and striving to carry the pay-as-you-go policy 
as far as is practicable. The government 
believes that it has made sound and courageous 
decisions. It believes that the house will 
approve these decisions. It is confident that 
all sections of the public will bear the sacrifices 
asked of them in the knowledge that they 
are necessary to the successful outcome of the 
struggle to which we are committed. 

We are engaged in a grim and serious busi- 
ness. Modern war is a conflict in which whole 
nations are pitted against one another. The 
issue may be decided not by the relative 
strength of armed forces but by the magni- 
tude and efficient use of economic power and 
by the test of human nerves, the strength of 
the will of peoples to bear burdens and stand 
strains. No one can doubt the courage and 
the moral strength of the Canadian people. 
But this courage and strength must be shown 
at home as well as on the field of battle. 
Our war effort on the economic side must ex- 
tend throughout the country from the city 
factory to the farthest frontier farm and mine. 
Our people will, we are confident, bear their 
burdens with fortitude, and pursue their re- 
spective tasks with a determination to let 
nothing interfere with maximum efficiency. 
In carrying the financial burden, every one 
of our people can and will contribute to the 
victory of the freedom and the justice for 
which we fight. 


RESOLUTIONS 


Mr. Speaker, I beg to give notice that when 
we are in committee of ways and means I 
shall move the following resolutions: 


THE CUSTOMS TARIFF 


Resolved, that it is expedient to introduce 
a measure to amend Schedule A to the Customs 
Tariff and amendments thereto, and to provide: 


1. That there shall be levied, collected and 
paid on the following goods, whether dutiable 
or not dutiable, when imported from any coun- 
try, the additional rates of duties of Customs 
hereinafter specified: 


(a) Whisky, brandy, rum, gin and all other 
goods specified in Customs Tariff Items 156, 156a 
and 156b—$3 per gallon of the strength of proof. 

(b) Ale, beer, porter and stout—9 cents per 
gallon. 


(c) Wines of all kinds, except sparkling 
wines, containing not more than forty per cent 
of proof spirit—74 cents per gallon. 

(d) Champagne and all other sparkling wines 
—75 cents per gallon. 

(e) Manufactured tobacco of all descriptions 
except cigars, cigarettes and snuff—5 cents per 
pound. 

(f) Cigarettes weighing not more than three 
pounds per thousand—$1 per thousand. 

(g) Tea, when the value for duty thereof 
under the provisions of the Customs Act: 


(i) is less than 35 cents per pound—5 cents 
per pound. 

(ii) is 35 cents or more but less than 45 cents 
per pound—7# cents per pound. 

(iii) 

_ per pound. 


is 45 cents or more per pound—1l0 cents 

(h) All goods specified in Customs Tariff item 
25a—10 cents per pound. 

(i) All goods specified in Customs Tariff Item 
26 except coffee, roasted or ground—l0 cents 
per pound. 

(j) Coffee, green, and _ coffee, 
ground—10 cents per pound. 


2. (1) That any enactment founded upon the 
foregoing resolution relating to item (a) shall 
be deemed to have come into force on the third 
day of September, one thousand nine hundred 
and thirty-nine, and to have applied to all goods 
imported or taken out of warehouse for con- 
sumption en and after that date, and to have 
applied to goods previously imported for which 
no entry for consumption was made before that 
date. 

(2) That any enactment founded upon the 
foregoing resolution relating to items (b). (a) 
(d), (e), (f), (g), (h), (@) and (j) shall be 
deemed to have come into force on the twelfth 
day of September, one thousand nine hundred 
and thirty-nine, and to have applied to all goods 
imported or taken out of warehouse for con- 
sumption on and after that date, and to have 
applied to goods previously imported for which 
no entry for consumption was made before that 
date. 


roasted or 


EXCISE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the schedule to the Excise 
Act, 1934, as enacted by chapter thirty-seven 
of the statutes of 1936 and to provide:— 
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1. That the duty of excise on spirits distilled 
in Canada be increased from $4 to $7 per proof 
gallon. 

2. That the duty of excise on Canadian brandy 
be increased from $3 to $6 per proof gallon. 

3. That the duty of excise upon all beer or 
malt liquor brewed in whole or in part from 
any substance other than malt be increased from 
twenty-two cents to thirty cents per gallon. 


4. That the duty of excise on malt manufac- 


tured or produced in Canada or imported be. 


“increased from six cents to ten cents per pound. 

5. That the duty of excise on malt syrup 
suitable for the brewing of beer manufactured 
or produced in Canada be increased from ten 
cents to fifteen cents per pound and malt syrup 
imported into Canada and entered for con- 
sumption be increased from sixteen cents to 
twenty-one cents per pound. 

6. That the duty of excise on tobacco of all 
descriptions manufactured in Canada, except 
cigarettes, be increased from twenty cents to 
twenty-five cents per pound actual weight. 


7. That the duty of excise on cigarettes manu- 
factured in Canada, weighing not more than 
three pounds per thousand, be increased from 
$4 per thousand to $5 per thousand. 

8. (1) That any enactment founded on resolu- 
tions 1 and 2 hereof shall be deemed to have 
come into force on the third day of September, 
one thousand nine hundred and thirty-nine. 

(2) That any enactment founded on resolu- 
tions 3, 4, 5, 6 and 7 hereof shall be deemed to 
have come into force on the twelfth day of 
September one thousand nine hundred and 
thirty-nine. 


SPECIAL WAR REVENUE ACT 


Resolved, that it is expedient to introduce 
a measure to amend the Special War Revenue 
Act, chapter one hundred and seventy-nine of 
the Revised Statutes of Canada 1927 and amend- 
ments thereto and to provide:— 

1. That subsection 1 of Section 83 of the 
said Act be struck out and replaced by the 
following: 

“1. There shall be imposed, levied and col- 
lected the following excise taxes: 

(a) a tax of fifteen cents per gallon on wines 
of all kinds, except sparkling wines, containing 
not more than forty per cent of proof spirit; 

(b) a tax of one dollar and fifty cents per 
gallon on champagne and all other sparkling 
wines.” 


2. That Schedule II to the said Act be 
amended by adding thereto as paragraph 4 
thereof the following: 

“4. Carbonic acid gas and similar prepara- 
tions to be used for aerating non-alcoholic 
beverages...two cents per pound.” 

8. That Schedule III to the said Act being 
the list of articles exempted from the consump- 
tion or sales tax be amended 

(a) by striking out under the heading of 
“Woodstuffs” in the sixth line the words: “J*ish 
and products thereof;” and replacing them by 
the following words: “Fish and products thereof, 
not to include canned fish;” 

(b) by striking out under the heading of 
“Roodstuffs’ in the tenth and eleventh lines 
the words: “Meats, salted or smoked (not to 
include the same when chopped, ground, par- 
boiled or spiced) ;” 


(c) by striking out under the heading of 
“Miscellaneous” in the first line the word 
“Wlectricity”’ and replacing it by the follow- 
ing words: “Electricity, except when used in 
dwellings;” 

(d) by striking out under the heading of 
“Miscellaneous” in the fourth and fifth lines the 
words: “Gas manufactured from coal, calcium 
carbide or oil for illuminating or heating pur- 
poses;” and replacing them by the following 
words: “Natural gas and gas manufactured 
from coal, calcium carbide or oil for illumin- 
ating or heating purposes, except when used iv 
dwellings;” 

4. That any enactment founded on this reso- 
lution shall be deemed to have come into force 
on the twelfth day of September, one thousand 
nine hundred and thirty-nine and to have applied 
to all goods imported or taken out of ware- 
house for consumption on and after that date 
and to have applied to goods previously im- 
ported for which no entry for consumption was 
made before that date. 


INCOME TAX 


Resolved, that it is expedient to amend the 
Income War Tax Act to provide— 

J. That a war surtax of 20 per centum of the 
total income tax otherwise payable under the 
said Act be imposed upon all persons other 
than corporations. 

2. That the rate of tax applicable to corpora- 
tions and joint stock companies, except those 
filing consolidated returns, be increased from 
15 to 18 per centum. 

38. That the rate of tax applicable to corpora- 
tions and joint stock companies which file 
consolidated returns under the said Act be 
increased from 17 to 20 per centum. 

4. That voluntary donations to approved 
patriotic organizations and institutions in Can- 
ada during the present war be allowed as a 
deduction from income, up to 50 per centum 
of the net taxable income of the taxpayer. | 

5. (1) That the amendments proposed in 
resolutions 1 and 4 hereof be applicable to the 
income of 1939 and all fiscal periods ending 
therein and of subsequent periods. 

(2) That the amendments proposed in reso- 
lutions 2 and 3 hereof be applicable to the 
income of 1940 and all fiscal periods ending 
therein after March 31, 1940, and of subsequent 
periods. 


EXCESS PROFITS TAXATION ACT 


Resolved, that it is expedient to enact an 
Excess Profits Taxation Act to provide— 

1. That an excess profits tax be levied on 
the profits of all businesses, whether incor- 
porated or.not, the said tax to apply to profits 
in excess of 5 per centum of the amount of 
capital employed by the taxpayer in the busi- 
ness, and to be graduated at the following rates: 
on profits in excess of 5 per cent but not 
exceeding 10 per cent of the capital employed 
—10 per cent; 
on profits exceeding 10 per cent but not exceed- 
ing 15 per cent of the capital employed—20 per 
cent; , 
on profits exceeding 15 per cent but not exceed- 
ing 20 per cent of the capital employed—30 per 
cent; 


ll 


on profits exceeding 20 per cent but not exceed- 
ing 25 per cent of the capital employed—40 per 
cent; 


on profits exceeding 25 per cent—60 per cent; 


and that the said excess profits tax be in addi- 
tion to the tax imposed upon the taxpayer under 
the Income War Tax Act, but that any tax 
payable by the taxpayer under the Income War 
Tax Act in respect of the profits of the same 
business for the corresponding period be deduct- 
ible as an expense for the purposes of computing 
the profits to be assessed under the excess 
profits tax. 


2. That an alternative excess profits tax be 
imposed upon the profits of all businesses, 
whether incorporated or not, taxing at the rate 
of 50 per centum all profits or income in excess 
of the average income of the taxpayer for the 
four years 1936, 1937, 1938 and 1939, or the 
four fiscal periods of the taxpayer ending in 
such years; ~ 

And that the said alternative excess profits 
tax of 50 per centum be in addition to the tax 
imposed upon the taxpayer in respect of the 


same profits under the Income War Tax Act, 
but that any tax payable by the taxpayer under 
the Income War Tax Act in respect of that 
portion of his profits which is in excess of 
the aforesaid average profits shall be deductible 
as an expense for the purpose of computing the 
net excess profits to be assessed at the aforesaid 
rate of 50 per centum. 


3. That the tax proposed in resolution 2 hereof 
be an alternative to the tax proposed in reso- 
lution 1 hereof, and the taxpayer shall have 
the right to elect to be taxed either upon the 
basis of the tax proposed in resolution 1 hereof 
or upon the basis of the tax proposed in reso- 
lution 2 hereof. 


4. That the governor in council may provide 
by regulation for the depreciation and amortiza- 
tion of new plant and equipment which may be 
deemed necessary to fulfil orders for war 
purposes. 


5. That this act shall be applicable to the year 
1940 and fiscal periods ending therein after 
March 31, 1940, and all subsequent periods. 
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BUDGET SPEECH 


DELIVERED BY 


HON. J. L. RALSTON 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, MONDAY, JUNE 24, 1940 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE MINISTER 
OF FINANCE 


Hon. J. L. RALSTON (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 

He said: Mr. Speaker, I rise to my allotted 
task to-day with a sense of heavy responsi- 
bility. This budget is being delivered at the 
most critical hour in history. The Hun is 
hammering at the gate. Backed by almost 
incredible weight of mechanized power, he has 
operated with cold-blooded ruthlessness. He 
has violated every principle of the law of 
nations. He has overrun one after another of 
the democratic countries of Europe. He has 
brought our gallant ally France to her knees. 
At this very moment the enemy of mankind 
stands with naked sword at the threshold of 
Britain herself. 


For the first time in a thousand years the 
world has been made to realize that a new 
“Dark Ages” may not be the figment of a 
wild imagination. The ineredible has indeed 
happened. Europe, the fine flower of western 
culture, is threatened with the blight of bar- 
barism. All the things we hold dear—the 
democratic way of life, the Christian ideal, 
these age-old tenets of human relationships, 
fair dealing, justice, and brotherhood are 
threatened with destruction by those who 
would shut the gates of mercy on mankind. 

We know now only too well that we are 
paying the price of long years of wishful 
thinking. There is no doubt that all of us 
in the democratic countries, governments and 
peoples alike, have been blinded to the stark 
potentialities of force and evil. Fortunately, 
at last, I believe, our eyes are opened and 
we see clearly. And if we do, it is not too 
late. For no one and no event can shake 
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my conviction that in the long run truth 
must triumph over falsehood, good over evil, 
justice over might. 

Obviously, the message which I must bring 
to-day cannot be a pleasant one. I come to 
you to collect part of the price to which I 
have referred. Nor can I be dogmatic or 
definitive in the proposals I make. We live 
from day to day—indeed, from hour to hour— 
and our plans must be subject to change in the 
light of new circumstances. 

In dealing with specific measures, we have 
had to take into account a multitude of 
unusual facts and factors. Again, in deter- 
mining the magnitude of the aggregate burden 
to be imposed upon the Canadian people, we 
have had to weigh many conflicting influences 
and to form a judgment as to how far we 
could go at the present time without setting 
up adverse factors which would tend to defeat 
some of the very objectives we are trying to 
reach. There will, I am sure, be those who 
will think that I have not gone far enough 
and probably those who will contend that I 
have gone too far. Still others will differ 
with me on details of specific measures. All 
that I can say is that I have spared no pains 
to ascertain the relevant facts, to weigh the 
merits of various measures and proposals, and 
to reach conclusions in the light of the supreme 
emergency which faces us to-day. 


LF 
ECONOMIC AND FINANCIAL REVIEW 


Before coming to my budget forecast for 
the current fiscal year and the tax changes I 
recommend, you will expect me to review the 
economic and financial events and policies of 
the first nine months of war. To make it as 
concise as possible I shall limit myself to a 
discussion of factors which give the setting 
for, and determine the principles under- 
lying, the measures which the government -has 
to propose, 


Principles of War Fimance 


In the first war budget of last September, 
my colleague, the Minister of National Revy- 
enue, who delivered the budget speech, laid 
down the broad principle of the government’s 
policy of war finance. “We believe it is the 
part of wisdom,” he said, “to follow as far as 
may be practicable a pay-as-you-go policy.” 
Events which have happened since, and par- 
ticularly those of the last few weeks, have 
not detracted from the wisdom of that policy, 
but rather have reinforced the need for a 
vigorous effort to apply it in every possible 
way. 

The general policy was elaborated further 
as consisting of two parts: that appropriate 
to an initial period of quietness and hesita- 
tion, and that suitable for a second period in 
which rising business activity and expanding 
income had acquired momentum. 

In the initial period of the war in which 
business was expected to be hesitant, if not 
actually depressed, the appropriate financial 
policy was declared to be one which would 
facilitate the expansion of national income and 
the drawing into employment of our full 
man-power, In order to ensure that out of 
rising Incomes increased revenues would begin 
to flow to the government for the financing 
of the war, certain excise taxes, chiefly on 
luxuries, were levied, and moderate increases 
were imposed in the personal and the cor- 
poration income taxes. The increases in in- 
come tax were payable only after the close 
of the fiscal year and therefore would have 
a relatively slight effect in curtailing pur- 
chases by consumers. Furthermore, in order 
that uncertainty might be removed and that 
business firms might begin to adjust them- 
selves to the war conditions, the outlines of 
a new and heavy excess profits tax were 
announced, 

These new or increased taxes were not 
designed to provide immediately for any large 
part of our heavily increased expenditures. 
It was also specifically indicated that our 
initial borrowing operations to provide part 
of the funds to cover the inevitable deficit in 
this early period would probably be of a 
very short-term character, so as to promote 
the immediate expansion of productive 
activity. In harmony with this same 
point of view, it was emphasized that while 
the magnitude of the new burdens thrust upon 
us would make it imperative to do everything 
possible to conserve our resources and to 
economize On any expenditures not urgently 
needed in the national interest, nevertheless 
it would be “penny wise, pound foolish” to 
curtail expenditures so suddenly and so drastic- 
ally as to aggravate seriously the unem- 
ployment problem before the stimulating 
effects of our war expenditures and of foreign 


purchases in our markets had acquired real 
momentum. 

The initial period of quietness and hesita- 
tion, it was felt, would be of relatively short 
duration and would be followed by the second 


period during which increasing business 
activity, expanding production and rising 
national income had acquired momentum. 


While perhaps starting slowly, this advance 
would accelerate under the pressure of war 
orders from ourselves and our allies until 
gradually our economy would approach a state 
of full employment of its labour, capital equip- 
ment and material resources. As this second 
stage developed, certain modifications of 
financial policy would be called for. Thus 
it was stated that as business activities 
increased and idle workers were reemployed, 
the resulting larger incomes would necessarily 
become subject to heavier taxation for the 
purpose of ensuring that the increase in our 
national income was largely diverted to war 
needs instead of being disbursed in increased 
personal consumption and private investment. 
For the same reason, borrowings from the 
savings of our citizens and genuine economies 
in normal governmental services not urgently 
needed in war time, were indicated as appro- 
priate for this second period. 


Financing Operations 


In accordance with the declared policies, the 
government made its first financing in the 
form of a short-term banking operation which 
was definitely expansionist in character. This 
was a loan of $200 million arranged with the 
banks in November, 1939, on the security of 
two-year notes at a rate of two per cent. 
It will be recalled that of this amount $92 
million was used to repatriate Canadian securi- 
ties held in London. This gave the United 
Kingdom a substantial supply of Canadian 
dollars which was used to purchase Canadian 
foodstuffs, raw materials and war supplies. 


This borrowing from the chartered banks 
was facilitated by appropriate monetary 
policy. Between August and November, the 
Bank of Canada’s assets increased by approx- 
imately $107 million as a result of the purchase 
of securities and the increase in the value of its 
gold and foreign exchange reserves. This pro- 
vided cash to meet the enlarged public demand 
for notes in circulation and to increase the cash 
reserves of the chartered banks by $33 million. 


With this increase in cash reserves, the 
chartered banks were enabled to increase their 
total Canadian deposits by approximately 
$306 million. In the same period, they in- 
creased their current loans by approximately 
$147 million, mainly to finance the large 
wheat crop, and added to their net holdings 
of securities by $158 million. 


Thus, financial and monetary policy accorded 
with the declared intention to facilitate in the 
initial period an increase in business activity 
and an expansion of national income. 

By the middle of January it became appar- 
ent that business had acquired sufficient 
momentum to justify going to the public for 
a loan out of savings. We therefore offered 
our first war loan in the form of 34 per cent 
twelve-year bonds callable by lot during the 
last five years. Very careful preparation had 
been made for the campaign and the success 
of the loan was even greater than we had 
expected. Of the total subscriptions of $375 
million we allotted $200 million to cash sub- 
seribers, and $50 million to subscribers who 
desired to convert their holdings of one of our 
issues which was to mature on March Ist. It 
was particularly noteworthy that there were 
over 178 thousand individual cash subscrip- 
tions to this loan and that out of that number 
more than 121 thousand were for amounts of 
$500 and less. This result was made possible 
by the nation-wide cooperation of institutions 
and individuals and, above all, by the united 
and enthusiastic support of the Canadian 
people as a whole. 

Even this January borrowing was to a con- 
siderable extent expansionist in character in 
that it converted into government expenditures 
a considerable amount of idle bank savings. 
However, the number of small subscriptions 
and of arrangements made by employees of 
industrial firms for the purchase of bonds by 
instalments is convincing evidence that a sur- 
prising portion of the subscriptions represented 
new savings out of increasing incomes, 

Passing over one or two financial operations 
of smaller magnitude for refunding purposes, 
I come to a further major step in our bor- 
rowing operations, namely, the inauguration 
of our war savings certificates programme on 
May 27th. These certificates are issued in small 
denominations for the purpose of facilitat- 
ing regular savings and contributions to Can- 
ada’s war effort by persons of moderate and 
small means. Supplemented as they are by 
war savings stamps in the denomination of 25 
cents they enable all of our people to take 
some part in Canada’s war work while at the 
same time acquiring the habit of thrift and 
building up a “nest egg” for the contingencies 
that may lie ahead. Unlike our periodic war 
loan campaigns, the sale of these certificates 
and stamps involves a steady effort which will 
produce a continual stream of funds, even 
more important in its influence that the actual 
amount of money itself. The campaign has 
involved a vast amount of preparatory and 
organizing work, and I express now our sincere 
appreciation of the unstinting help and sup- 
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port being given by patriotic citizens, organiza- 
tions and business firms throughout the country. 
You will be interested to know that not a 
cent of commission is being paid to the post- 
masters, banks, financial institutions and com- 
mercial organizations which are selling these 
obligations, and the citizens who are organiz- 
ing and sustaining this project both at head- 
quarters in Ottawa and throughout the domin- 
ion are giving their services voluntarily. 


Business Conditions 


Turning now to general business conditions, 
there is one respect in which the business 
forecast made by the Minister of National 
Revenue last September has proved to have 
been unduly conservative. The fact that the 
results were better than he forecast was, I 
really think, due, at least in considerable 
measure, to the effectiveness of the policies 
which were promptly adopted. The stagnation 
in business which he contemplated as probable 
during the first few months of war was not 
in fact realized. It is true that for the first 
few weeks financial and commodity markets 
were upset by the shock of war and business 
itself was retarded by uncertainty and the dis- 
ruption of certain established channels of 
trade. But the financial policies outlined in 
the September budget and the institution of 
foreign exchange control on September 16th 
restored confidence to financial markets and 
prevented the dumping of securities and the 
export of capital which might otherwise have 
produced serious disorganization. The prompt 
establishment of other controls through various 
war agencies, such as the Wartime Prices and 
Trade Board, the War Supply Board and the 
Agricultural Supplies Board, also made its con- 
tribution to the restoration of confidence and 
the rapid adjustment of trade and industry 
to the new war-time conditions. 

There were various economic factors which 
also worked to improve conditions. The large 
wheat crop of last year. for which the initial 
price guaranteed by the government was 
realized by the producers immediately upon 
delivery, gave a very important stimulus to 
business generally. Almost equally important 
was the phenomenal rise during the first four 
months of war of Canadian exports to the 
United States. Our neighbour to the south 
experienced an intense forward-buying boom 
and in that we shared through greatly 
increased exports. Initial war orders were 
important in contributing to the early expan- 
sion of the textile, boot and shoe, and iron 
and steel industries particularly. 

At the turn of the year, however, business 
activity in the United States receded very 
sharply. Seldom has there been in that country 
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in so short a space of time so sharp a con- 
traction in production. Under ordinary cir- 
cumstances, Canadian trade and industry would 
have shown a siinilar, if less intense, reces- 
sion. But as a matter of fact, while the 
rapid increase in Canadian business activity 
was slowed down somewhat, the cumulative 
increase in war orders and the recovery in 
Canadian exports to Britain, which had been 
abnormally low in October and November, 
largely offset the influence of the United 
States recession. Business activity in Canada 
flattened out in February and March but 
generally did not recede. In recent weeks 
the tempo of United States business has 
increased sharply and there are already indica- 
tions that Canadian exports to that country 
are responding to a more active market. The 
stimulus to our business which has resulted 
from these exports is supplementing and rein- 
forcing the expansion due to the acceleration 
of war expenditures here. 

The record of the flow of business which 
I have outlined is clearly visible in the index 
of the physical volume of business in Canada. 
That index stood at 125 in August last, had 
increased to 139 in January, and stood at 137 
in March-April. The increase over the same 
period in industrial production taken by itself 
was even more pronounced. A _ definite 
increase in consumers’ incomes was shown in 
the rise of retail sales which by December 
had reached the highest figure since 1930, 
and, if allowance were made for to-day’s 
lower price level as compared with 1930, 
retail sales last December would probably be 
found to have been the highest on record. 

These retail sales have continued to be 
considerably higher than last year. Each 
month since last September, sales of automo- 
biles have been greatly ahead of the corres- 
ponding month of the previous year. For the 
first four months of war, there was a marked 
hesitation in construction activity but since 
January construction has increased and through 
April and May the value of contracts let was 
76 per cent above the value for the same two 
months of 1939. 


Employment 


According to the preliminary estimate of 
the Dominion Bureau of Statistics, over one 
hundred thousand idle wage earners had been 
drawn into employment during the twelve 
months to April, 1940. The fall in the number 
of employable persons on urban relief rolls 
has lagged behind this increase in employment, 
but since last November the numbers on 
urban relief rolls have been lower than those 
for the corresponding months of the previous 
year and on the whole the reduction has 
been accelerating. We have no comprehensive 


statistics which would indicate changes in 
the amount of the incomes of wage and salary 
earners. There are however, abundant indica- 
tions that as a result of elimination of short 
time, earnings for overtime work, an increase 
in the number of earners per family and 
increases in wage rates, total wage and salary 
earnings are rising rapidly. 

These are days when no one can predict 
what the future will disclose. However, if 
there is no serious interruption in our export 
trade, the increasingly great numbers of men 
and amounts of materials being employed in 
war production will lead to a substantial 
increase in our national income, that is to say, 
the aggregate of the incomes of all the people 
of this country. The heightened tempo of 
business in the United States will also make 
an important contribution to the same end. 


National Income and Financial Policy 


On the basis calculated by the Royal Com- 
mission on Dominion-Provincial Relations our 
national income for the calendar year 1939 
was in the vicinity of $3,800 million. Using 
the same method of computation we consider 
that our national income for the fiscal year 
1940-41 will not likely be less than $4,500 
million. We must see to it that by far the 
greater part of that increase is used for war 
purposes. 


I need hardly say that our war effort is 
not in any sense to be limited by such 
financial calculations or by what we can com- 
fortably accomplish. We must make the 
maximum effort of which this country is cap- 
able. Financial provision can be made and 
will be made for whatever it is physically 
possible for us to produce or to procure in the 
way of war services, supplies and materials. 
The limits of our effort are not fiscal; if there 
are any such limits they are physical, mental 
and moral—by that I mean the physical limits 
of our resources and the mental and moral 
capacity of Canadians to bear burdens and 
make sacrifices. 

However, in obtaining whatever it is pos- 
sible for our man-power, equipment and 
resources to produce or procure, it is certainly 
wise to adopt the most intelligent means of 
financing that effort. Plans already laid and 
approved by this house call for defence 
expenditures of $700 million. As I shall later 
explain, such a figure can only be provisional 
and not in any sense a limit. What concerns 
us this afternoon is to choose and determine 
what seem the wisest financial methods of 
paying for the -maximum effort which is 
physically possible. 

If an appropriate financial policy is not 
followed the ultimate result will inevitably 
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be that the government will be frustrated in 
its attempt to procure goods for war purposes 
by the competition of consumers who seek 
to spend their increased buying power to 
satisfy civilian wants. dn that event, also, 
the familiar spiral of rising prices, then rising 
wages and costs, and then prices rising still 
further would begin to work. Prices would 
rise more rapidly than wages and salaries, and, 
by this indirect, hidden and most inequitable 
process, the civilian population and particu- 
larly the wage and salary earners and the 
receivers of fixed incomes, would be forced to 
curtail their consumption not only of luxuries 
but of comforts and necessaries as well. 
Eventually- in such a process our entire econ- 
omic life would be disorganized; a hectic 
period characterized by feverish speculation, 
waste and extravagance would develop; and a 
collapse of the inflationary structure would be 
as inevitable as it was at the close of the 
last war. 

The government’s financial and economic 
policies have been so designed as to try to 
safeguard against that type of situation. They 
have been evolved with the aim to avoid 
unjustified price increases or speculative 
excesses, to keep our economy functioning as 
effectually as possible and to secure the 
necessary diversions of man-power, equipment 
and materials to war purposes in a way which 
would be the least dangerous to the economy 
and the most equitable as between different 
individuals and groups. 

We recognize clearly that we still have 
unemployed man-power and resources, that 
mobilizing them into productive work will 
expand the national income, and that by 
‘expansion of the national income we can add 
enormously to the magnitude of our war 
leffort. Consequently our policies have been 
and are being directed to the end of producing 
‘soundly the maximum possible increase in 
our national income in the shortest possible 
time. 


I have already told you of the part played 
by our financial policy thus far. My colleague, 
the Minister of Munitions and Supply (Mr. 
Howe), has already given you some indication 
of the steps which he has taken to organize 
the industrial resources of this country, to 
meet the expanding war demands of ourselves 
and our allies. In this connection the meas- 
ures which he is taking are expanding daily. 

In the relief estimates which have been 
tabled there is provision for the rehabilitation 
of unemployed workers and the _ technical 
training of young men and women. 

There is every likelihood in my opinion 
that the expenditure of $700 million, and more, 
for war purposes plus the very large amounts 


which the United Kingdom is spending in 
this country will bring us before very long to 
the point when everyone able and willing to 
work and not needed for military service will 
find an opportunity for productive employ- 
ment. 


Already we can see evidence that shortages 
have appeared in certain types of skilled labour. 
To overcome this obstacle we must have the 
cooperation of Canadian employers in pro- 
viding the necessary apprenticeship and other 
training, and of our labour organizations in 
facilitating the necessary entrance of young 
men into their trades. We must not allow 
bottlenecks to develop and retard our arma- 
ment programme in this supreme emergency. 
Plans are under way to meet such possible 
dangers, and the government is confident that 
it can count upon the hearty cooperation of 
both employers and employees in thus pro- 
moting the maximum efficiency of our war 
effort. "Maximum efficiency, maximum pro- 
duction, maximum speed, must be the supreme 
objective of all of us to-day. 

I have only touched upon some of the 
measures that have been taken to increase 
the national income. To ihe extent that we 
can increase the national income, we can in- 
crease our War power without crippling sacri- 
fice in our standard of living. Some reduction 
in personal consumption there must neces- 
sarily be, and it can easily be made by those 
of us who are above the minimum standard 
of living. 

To sum up: In the measures which I shall 
propose we are endeavouring to ensure that 


at least a very large proportion of the in-— 


crease in national income shall be diverted 
to war purposes while, at the same time, leav- 
ing sufficient stimulus to bring the country 


as rapidly as possible to the maximum use of. 
In this | 


its labour, its plant and its resources. 
connection it will be seen that many of our 


tax proposals will not require immediate pay- 


ment and that much of the planned-for in- 
crease in revenue will not be called for during 
the present fiscal year. 


Foreign Exchange and Financia! Policy 


One feature of our economic activity since 
the outbreak of war, which is of special con- 
cern and deserves special mention here, is 
the great increase in our imports. Most of 
these increased imports have had to come 
from countries outside the British Empire, 
mainly because Britain herself, pressed by 
her own needs, has been unable to supply 
them. 

In normal times we are able to use any 
excess receipts from our trade with one coun- 


try to meet any deficits in our trade with 
another. At this time, however, when Britain 
has such vital need of gold and United States 
dollars to purchase planes and other war equip- 
ment, we cannot expect her to settle all her 


trade balance with us in gold or foreign 
exchange. Consequently, while there has 


been, since the war began, a substantial in- 
crease in our favourable balance of trade with 
the United Kingdom, a very large proportion 
of the surplus sterling exchange which we 
obtain and which formerly we were able to 
convert into United States dollars in order 
to meet any adverse balance of payments with 
that country can no longer be so converted. 

Since the United Kingdom could not supply 
us with goods to pay for all her purchases 
here, and since, as I have just explained, the 
sterling with which she was able to pay for 
these purchases could not be converted imto 
dollars in the normal way, other measures were 
necessary. The Canadian government under- 
took to buy and use this sterling in’ buying 
Canadian securities from Britain and thus to 
provide our exporters with Canadian dollars 
in payment of their exports. While such pur- 
chases of Canadian securities held in London 
will strengthen our long-run financial position 
on international account, nevertheless two im- 
mediate problems face us. In the first place, 
our domestic market must absorb new securities 
to a corresponding amount. In the second 
place, the fact that the surplus sterling arising 
from our trade with Britain cannot be con- 
verted into United States dollars and must be 
used up by repatriation of securities means 
that our increased sales to Britain do not help 
us, as they would in normal times, to pay for 
the heavy imports of which I have spoken 
from non-empire countries. The result is that 
we must find from some other source the 
United States dollars needed to pay for the 
greater part of our imports from that country. 

To illustrate this exchange problem, let 
me give in a little more detail the trend of 
our war-time import and export trade. Com- 
paring the eight months of war ending April, 
1940 with the corresponding eight months end- 
ing April 1939, Canadian imports from non- 
Empire countries increased by $171 million, 
while our exports for the same period to non- 
Empire countries increased by only $86 million. 
In other words, an adverse merchandise balance 
of only $18 million in the 1938-39 period had 
increased to an adverse balance of $102 million 
in the 1939-40 period. These figures cover 
only merchandise trade. There are, of course, 
other important items which increase our net 
credits in our accounts with non-Empire coun- 
tries, namely, the export of gold, the expendi- 
tures of tourists in Canada, and the curtail- 
ment, due to the prompt establishment and 
efficient operation of the Foreign Exchange 
Control Board. of the export of capital from 


Canada. There has also been a small but 
encouraging inflow of capital from the United 
States. Nevertheless, it is obvious from an 
examination of these trade figures that rising 
business activity and expanding consumer 
expenditures in conjunction with failure of 
Empire sources of supply have led to a very 
great increase in our adverse balance with 
non-Empire countries, 

More recently, and despite the utmost care 
in selecting as far as possible Canadian sources 
of supply, the government’s war orders have 
contributed directly and indirectly to this 
increase in imports from hard currency count- 
ries. It is apparent that already there has 
developed, between consumers and private 
business on the one hand, and the government 
and firms supplying government orders on 
the other, an active competition for foreign 
exchange with which to’purchase imports. The 
problem of policy thus posed is not one of 
maintaining an exchange rate. The powers of 
the Foreign Exchange Control Board are quite 
adequate to do that. The problem is to ensure 
that, in handling the supply of foreign exchange 
which may be, from time to time, available, 
war requirements shall take priority over other 
requirements, and that to some degree also 
the requirements of industries which are 
exporting goods and therefore assisting us to 
acquire foreign exchange, shall take priority 
over the requirements of domestic trade. 
I have dealt with this aspect of our exchange 
position at some length because it furnishes 
the background for some of the proposals which 
we intend to make. 


But before I leave this subject of foreign 
exchange I should say just a word regarding 
our system of foreign exchange control. Within 
a week of our declaration of war, the Foreign 
Exchange Control Board was established and 
given the necessary powers subject to the 
direction of the Minister of Finance, to regu- 
late all foreign exchange transactions between 
residents of Canada and the outside world. 
Detailed plans for the establishment and 
operation of such a board has been prepared 
in advance, in case it should be needed, and, 
once the need was apparent, the Board 
swung into effective action very quickly. The 
Board immediately took over as its initial 
resources the exchange fund which was created 
under the Exchange Fund Act of 1935. Sub- 
sequently on April 80th an order was made 
requiring all Canadian residents to sell their 
holdings of foreign exchange to the Foreign 
Exchange Control Board before the first of 
June. Those who in complying with the order 
could demonstrate a need for foreign balances 
in order to carry on their normal business 
transactions, such as commercial and insur- 
ance companies doing business abroad, have 
been permitted by the Board to retain such 


amounts as are considered necessary for this 
purpose. The private holdings of foreign 
exchange so transferred to the Board were of 
course purchased at the official rates in Cana- 
dian dollars. At the same time as these private 
balances were purchased, the government, by 
appropriate orders and transactions arranged 
to have the holdings of the Board further 
increased by the transfer to the Board by the 
Bank of Canada of the Bank’s gold reserves, 
also its reserves of foreign exchange over and 
above its short-term requirements and neces- 
sary working balances. The reason for all 
these transactions was the advisability of 
having all our liquid foreign resources 
centralized with, and managed by, the agency 
at present charged with the management of 
our foreign exchange transactions. Without 
going into details I can say that the main 
policy which has been followed by the Board 
has been to restrict movements of capital out 
of Canada to the minimum while at the same 
time interfering as little as possible with import 
and export trade, the tourist trade, the pay- 
ment of interest and dividends and the flow 
of normal, current business transactions. In 
carrying out its work, the Board has received 
general and wholehearted cooperation from 
the people and business organizations of this 
country and, I may add, from the business 
organizations of the United States. 


II 
GOVERNMENT ACCOUNTS, 1939-40 


I turn now, Mr. Speaker, to the govern- 
ment accounts for the fiscal year which closed 
on March 31. Following the procedure which 
was initiated last year by my predecessor, 
Mr. Dunning, I do not propose to weary the 
house with any extensive recital of the details 
of our revenues and expenditures, our direct 
and indirect liabilities, our active investments 
and our financing operations during the past 
year. All of these details I shall, when I 
conclude, table in the form of a white paper, 
in order that the house and the country may 
have a comprehensive record of our financial 
transactions during the year. As was the case 
last year, the white paper will be published 
as an appendix to the budget speech and 
therefore will be readily accessible. This pro- 
cedure enables me to confine my remarks ‘to 
summarized results rather than to burden- 
some details. 

Revenues 


At the time of the September, 1939, budget, 
it was estimated that the total revenues for 
the fiscal year 1939-40 would be $516 million, 
including $21 million to be derived from new 
and increased taxes. Because business expanded 
more rapidly than was anticipated, the yield 
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of both our old and new taxes has exceeded 
our expectations. It is now estimated that 
when our books for the year are closed, our 
total revenue will amount to $562 million. 
(This includes, it is true, a bookkeeping item 
of $20 million of credits to non-active accounts 
for which offsetting or contra items appear 
on the expenditure side of the statement.) 
The figure which I have given for total 
revenues represents an increase of nearly $47 
million over the previous all-time record 
revenue which was received during the fiscal 
year 1937-38. 


Dealing particularly with revenue from taxes, 
let me say that of the September, 1939, tax 
increases, only the luxury taxes were effective 
in the past fiscal year. Actual collections 
under the increased rates of the personal and 
corporation income taxes would not be made 
until the present fiscal year. The same is true 
of the excess profits tax. Nevertheless, tax 
revenues for the fiscal year 1939-40 are esti- 
mated to have been $468 million as compared 
with $436 million in the previous fiscal year. 
This increase in tax revenue, to which practi- 
cally all taxes, except the income tax, con- 
tributed, was the result of increasing business 
activity and, in some cases, of increases in 
rates. Receipts from the income tax reflected 
the rates and the incomes of the calendar 
year 1938, and not the results of the accelerated 
business in 1939 which will be realized in the 
income taxes to be paid in the present fiscal 
year. Tax revenue from the first of Septem- 
ber, 1939, to March 31, 1940, was $51 million 
in excess of the amount collected in the same 
period in 1938-39. This is a striking confirma- 
tion of the fact that the period which was 
expected to be commercially quiet and hesi- 
tant at the start at least, turned out in fact 
to be one of extremely active business and 
consumer buying. 


Expenditures 


Turning now to expenditures: In the 
September 1939 Budget, total expenditures for 
the year would, it was estimated, aggregate 
approximately $651 million, not including the 
two items of capitalized defence expenditures 
and further losses in the marketing of wheat. 
Our total expenditures for last year are now 
estimated at $681 million. This includes all 
our defence expenditures and in addition a 
further $27 million incurred in wheat market- 
ing. Once the war had begun, it seemed that 
conservative accounting could no longer justify 
the capitalization of defence expenditures as 
provided for in last year’s estimates, and all 
such items have been charged to war expendi- 
tures. Furthermore, while at the close of the 
fiscal year there still remained unsold a small 
amount of wheat of the 1938 crop, it was 
clear that the losses of the Canadian Wheat 


Board in respect of the marketing of that 
crop would amount to at least $52 million. 
Therefore, an advance of this amount was 
made to the Board and this enabled the Board 
to pay off guaranteed bank advances to that 
amount in respect of 1988 wheat. As provision 
had already been made in the accounts of the 
year 1938-39 for setting up a reserve of 
$25 million in respect of possible losses in 
marketing this wheat, the difference between 
this sum and the advance of $52 million made 
to the Board, namely, $27 million, has as 
already indicated been included in the 1939-40 
expenditures. When we add to our estimated 
expenditure of $651 million these two items 
of $27 million of capitalized defence expendi- 
tures and $27 million more for wheat losses, 
you will note that if we had spent what we 
estimated the total expenditure would have 
been $705 million. It will be seen, therefore, 
that since our actual aggregate expenditures 
were only $681 million we have done consider- 
ably better than was expected last September. 

The figure of $681 million which I have 
given as representing our aggregate expendi- 
tures for the year may be broken down by 
main categories of expenditure as follows 
(using round numbers): 


Ordinary expenditures............ $398,000,000 
Capital expenditures.............. 7,000,000 
Losses on and non-active advances 

to government-owned enterprises. 42,000,000 
Wis) expendituness.:marnbaniccmes 118,000,000 
Other special expenditures includ- 

ing unemployment relief and 

wheat lossestfs.ccrin eee hee 89,000,000 
Otherachanzes/..1. ake e ane 26,000,000 


In the above item of “other special expendi- 
tures’, the amount for unemployment relief, 
relief works and western drought area relief 
totalled $62 million as compared with $47 
million during the preceding year. This in- 
cludes a net expenditure of $7-5 million under 
the Prairie Farm Assistance Act. 

Under “government-owned enterprises”, the 
main item of expenditure was the net income 
deficit of the Canadian National Railway, 
which amounted to slightly over $40 million 
as compared with $54 million for the preceding 
year. This substantial decrease is a reflection 
of improved business conditions and heavier 
traffic movement, particularly during the latter 
part of the year. A fact to be noted with 
considerable satisfaction is that while oper- 
ating revenues increased by 11-8 per cent, the 
heavier traffic was carried with an increase in 
operating expenses of only 3-8 per cent. 


Over-all Deficit 


The net result of the year’s receipts and 
outgoings is that, because our revenues were 
about $46 million greater and our expenditures 
about $24 million smaller than were antici- 
pated, our over-all deficit for the year will 
be about $70 million less than was expected. 


However, the actual deficit will still approx- 
imate $118 million, as compared with $51 
million in 1938-39. 


Net Debt 


As a result of the over-all deficit of $118 
million, the net debt of the Dominion rose 
to approximately $3,270,980,000 as at March 31, 
1940. Gross liabilities at that date are esti- 
mated at $4,028,573,000. On the other side 
of the balance sheet, offsetting these liabilities 
in part, the Dominion had. active assets, in- 
cluding cash on hand, sinking funds, and 
active loans and investments, amounting to 
$757,593,000. 


Contingent Liabilities 


At the close of the fiscal year there was 
outstanding unmatured direct funded debt 
(including treasury bills) amounting to 
$3,695 ,685,000, of which $67,196,000 were held 
in sinking funds against certain issues payable 
in London. Bonds and debenture stocks 
bearing the guarantee of the Dominion and 
outstanding in the hands of the public aggre- 
gated $1,084,479,000 as at March 81, 1940. 
These guaranteed securities were decreased by 
$987,000 during the year. There are also 
outstanding certain other contingent liabilities 
arising out of guarantees given under relief 
acts and various other statutes. These are 
fully set out in the white paper which is being 
placed on Hansard. 

It will also be of interest to hon. members 
to know that as at March 81st last the average 
rate of interest on the Dominion direct funded 
debt (including treasury bills) was 3:40 per 
cent as compared with 3°52 per cent on 
March 31, 1989 and 5-02 per cent on March 31, 
1930. 


Il 


BUDGET FORECAST, 1940-41 AND 
PROPOSALS 


I now come, Mr. Speaker, to what is by 
far the most difficult part of my task. It 
is quite possible with reasonable assurance 
to analyse recent economic trends, to describe 
our fiscal policies and outline our financial 
operations for a year which has passed. But 
it is an entirely different matter, particularly 
under present circumstances, to forecast the 
future and to evolve and propose the measures 
which may be best calculated to meet condi- 
tions probably more unforeseeable than those 
of any period in our history. That, however, 
is a responsibility which one in my position 
must take and my task only differs in degree 
from that of my predecessors. 


Estimate of Expenditures 
On the expenditure side, the estimates 
already tabled provide for a total expenditure 
on non-war activities of government of $448 


million. As you know, these estimates repre- 
sent a combination of the ordinary main esti- 
mates, the supplementary estimates and the 
special supplementary estimates which have 
been presented to the house in recent years. 
My hope is that it will not be necessary to 
ask parliament for any supplementary esti- 
mates for peace-time services of government, 
unless this parliament approves new under- 
takings not contemplated when our estimates 
were prepared. 

Just here may I divert for a moment or 
two to mention the matter of economies in 
governmental peace-time expenditures. These 
are important because they release funds for 
war purposes. 

If you will compare the figure I have given 
with the corresponding total of the estimated 
expenditures for the preceding fiscal year, you 
will find a reduction of over $77 million. That 
very large reduction reflects not only improve- 
ment in the operations of the national rail- 
ways and in the relief situation but it is also 
the result of a good deal of painstaking ex- 
amination and re-examination in all govern- 
ment departments in order to obtain the 
maximum economies in our departmental 
activities as well as to reduce or eliminate 
services which however justifiable in peace- 
time ought not to be regarded as absolutely 
vital in war-time. Our war effort has unques- 
tioned priority; and the tremendous financial 
burden it will involve and the drain it will 
cause on the man-power, equipment and 
resources of the country make it vitally impera- 
tive that all governmental -authorities—not 
only dominion, but—if I may go beyond 
federal bounds—provincial\ and municipal as 
well, should appraise with a, sense of national 
responsibility the justification-for the dollars 
proposed to be spent on normal activities. 
Every such dollar must, directly or indirectly, 
come out of the pockets of the people. And 
it ought almost to go without -saying that to 
provide the enormous sums which™must be 
spent by the Dominion this year for defence, 
the ordinary expenditures of governments—all 
governments—in Canada must be decreased if 
they are not to restrict the amount that can 
be devoted to the driving task of defeating 
Nazism. In the federal field, I have had the 
effective cooperation of my colleagues and 
their departmental officers in achieving the 
economies I have reported. The premiers 
or provincial treasurers of several of the prov- 
inces have discussed this problem with me 
and I have also had the opportunity of con- 
ferring with a number at least of the mayors 
of our cities and towns on the same subject. 
The attitude of them all was so instantly 
and definitely cooperative as to convince me 
that all that is necessary is that the position 
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be understood to make certain that the 
response by all governmental authorities will 
be just as unhesitating and just as reassuring. 

The chief difficulty which all governments 
face in reducing ordinary expenditures is the 
fact that usually so small a proportion of these 
expenditures is controllable and there is the 
further fact that significant reductions in these 
controllable expenditures involve throwing out 
of work large numbers of employees, many of 
them of long service and some without super- 
annuation privileges of any kind. To give an 
example, the expenditures under our main 
estimates last year amounted roughly to $400 
million. Of this amount $260 million repre- 
sented what were regarded as absolutely 
uncontrollable expenditures; and by that I 
mean war pensions, old age pensions, subsidies 
to provinces, interest on funded debt, et cetera. 
This left only $140 million out of which 
savings might be made and of this amount 
$80 million was for salaries and wages. So 
that, apart from discharging government 
employees, there was only the sum of $60 
million covered by those main estimates which 
might be subjected to reductions. 

Fortunately, the development of the war 
programme has made, and will increasingly 
make possible the absorption of such persons 
in war activities. For some time we have had 
an inter-departmental committee at work to 
examine into and provide for the transfer of 
such personnel. As the house knows, there 
have been eliminated during the present year 
all ordinary public works of a capital char- 
acter; but the opportunities for employment 
resulting from the war programme will make 
possible, and the demands of the war 
programme will, I believe, make it necessary 
that labour and resources should be released 
from the construction of these public works, 
most of which have in recent years been 
provided for primarily to alleviate unemploy- 
ment. 

With that interjection on economies I return 
to my forecast. 

To our estimated expenditure for normal 
purposes of $448 million must be added 
whatever will have to be spent during the 
year for war purposes. Parliament has already 
approved a war appropriation amounting to 
the sum of $700 million, more than four 
times what was spent in the corresponding 
fiscal year of the last war. 

Combining these two figures gives us a 
total of $1,148 million. But even this huge 
sum may not, and almost certainly will not, 
represent the total of our expenditures for the 
current fiscal year. Events are moving with 
lightning speed. Plans are having to be 
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reshaped and extended almost daily, and no 
man can foretell what we will be called upon 
to provide in the next nine months. As you 
know, since the War Appropriation Act was 
passed with its grant of $700 million for war 
purposes, we have made heavy additional 
commitments and these are constantly having 
to be added to. There will be some off- 
setting factors to these new obligations. There 
were some commitments in our earlier 
estimates which may not be required due to 
possible alterations in military formations 
which depend on the nature of the duties for 
which they may be needed. There will be 
certain modifications because in some cases 
the estimates were based on a rate of replace- 
ments assumed to be required by active 
warfare in France. There will be other items 
which will be superseded by the emergent 
measures of the last few weeks. 


Tax revenue 
Customs duties 
Excise duties 
Sales tax 
Other excise taxes 
Income taxes 
Excess profits tax (to be superseded) 


Bank note circulation and insurance companies taxes.............. 


Total tax revenue 


Non-tax revenue 
Post office receipts 
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Miscellaneous 
Total non-tax revenue 


Total ordinary revenue 
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There are many factors which make even 
approximate calculation very difficult, but to 
give the house the roughest sort of idea, 
I would think that we are already committed 
for probably another $150 to $200 million for 
the fiscal year, and that such reductions as 
may take place in our original estimates due 
to changes in plans will probably be more 
than offset by further undertakings. 


Estimates of Revenues 


Turning now to make a forecast of our 
revenue, our estimate is that, assuming a 
continuance of present trends and no serious 
interruption of our export trade, our total 
revenues for the present fiscal year on the 
basis of our existing tax structure will amount 
to approximately $650 million. This estimate 
is made up as follows: 


$132,000,000 
83,000,000 
170,000,000 
30,000,000 
166,000,000 
nil 

2,000,000 


$583,000,000 
$ 37,500,000 
13,500,000 
16,000,000 


$ 67,000,000 


$650,000,000 


Questions to be Answered 


Our ordinary expenditures and the amount 
already authorized by parliament for war 
purposes total, as I have said, $1,148 million. 
We are faced, therefore, with a probable 
deficit, on the basis of our present tax 
structure, of at least $498 milhon plus an 
indeterminate amount which may easily bring 
that deficit up to $700 million. Consequently, 
it is necessary to answer boldly and realistically 
two questions: 

First, what part of this probable deficit is 
to be met by taxation, and what part by 
borrowing? 

The same question can be put in different 
terms, How can we take out of the rising 
national money income of this country funds 
for the purposes of war as rapidly as, but not 
more rapidly than, resources, equipment and 
labour can be diverted for those purposes? Or, 
at what rate should this diversion of funds be 
accomplished so that the output of our indus- 
try and of our man-power shall be expanded 
to the limit? 


The second question which has to be 
answered is: How can the budgetary policy 
of the government help to conserve foreign 
exchange? 

Neither the house nor the people of this 
country will expect financial miracles. They 
have a right, however, to expect that the 
financial measures recommended shall be 
appropriate to the critical situation in which 
the country finds itself and shall ensure a 
mobilization on the economic front which 
will achieve the very maximum effort of 
which this country is capable. 


Proposals for Conserving Exchange 


To answer the second question first: 

I now outline the fiscal measures for pro- 
moting the conservation of foreign exchange. 
There will be two measures submitted with 
that definite purpose in view. 

First, it is proposed that a war exchange 
tax of 10 per cent shail be imposed on the 
value for duty purposes of all imports, free 
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and dutiable, from non-Empire countries. The 
tax will be subject to drawback for export 
as in the case of customs duties. 


The government is aware that there may 
possibly arise the odd case of real hardship 
where materials or parts used by Canadian 
producers will be subject to this tax while the 
finished products, entering tax free under the 
British preferential tariff, will actually com- 
pete with the Canadian-made finished product 
to such an extent that the 10 per cent exchange 
tax may make it impracticable commercially 
for the manufacturer of the finished product 
to continue production. Such cases if they 
are established.can be dealt with under exist- 
ing machinery relating to the remission of 
taxes. They will, it is safe to predict, be very 
few because the apparent trade advantage 
given to imports from Great Britain by this 
tax is small in comparison with the handicaps 
which the higher costs of war-time production 
in Britain and of ocean transportation will 
impose on such imports. 

Though the purpose of this tax is primarily 
to conserve exchange, it is estimated that it 
will be productive of considerable revenue. 
The estimate is that in the first full year of 
operation it will yield $65 million, of which 
$50 million will be collected in the present 
fiscal year. 

As this is intended as an exchange tax and 
not a protective duty, power will be taken 
to prevent unjustified increases in prices as 
a result of this tax. The policing of price 
increases will be under the war-time prices and 
trade board and any attempt to take advan— 
tage of the tax to increase prices other than 
to the extent justified by an increase, resulting 
from the tax, in the cost of raw materials or 
parts entering into the product, can be dealt 
with by appropriate measures applicable to 
the industry or the individual as the case 
may be. It would merely add to the post- 
war problems of adjustment if industry made 
plans for permanent production in Canada 
on the assumption that this special exchange 
tax would be permanent, 

The other exchange measure relates to 
automobiles, both imported and domestic. It 
is proposed that, in place of the present small 
excise tax on automobiles of 5 per cent on the 
value in excess of $650, there be substituted a 
heavier tax on new passenger automobiles, 
steeply graded so as to be, it is expected, 
virtually prohibitive of the purchase of higher 
priced cars. It is this class of automobile 
which accounts for the major part of our 
imports of finished cars, and in so far as 
they are produced in Canada, they require 
the importation of parts and materials in 
higher proportion than the lower priced cars. 


This tax will effectively help to prevent the 
drain on our foreign exchange which these 
imports cause, The proposed rates of excise 
tax to be imposed on the manufacturers’ price 
of Canadian-made automobiles and on the 
duty-paid price of imported automobiles are 
as follows: 


On the value up to $700 .... 10 per cent 
On the excess over $700 and up 

OO CURD eine oe ree ee Neen: 20 per cent 
On the excess over $900 and up 

Te Lor rotate Str 40 per cent 
On the excess over $1,200 .... 80 per cent 


This tax, which is on sales by manufacturers 
and importers, will extend to cover also sales 
by dealers of new and unused cars now in 
dealers’ hands, 

It can hardly be argued that there is any 
undue sacrifice imposed on the Canadian 
citizen in asking him to postpone the pur- 
chase of higher priced cars for the duration 
of the war. 

But the tax is not limited to higher priced 
cars; it falls, in a decreasing scale, on lower 
priced cars most of which are made in Canada 
but have a certain percentage of imported 
content. Productive capacity in Canada, and 
I believe also in the United States, will be 
more and more taken up with work on war 
equipment. Our production of automobiles 
will necessarily therefore be restricted if war 
work is to have priority. While not at the 
moment cutiing off all production of passenger 
cars, this tax will, it is believed, restrain the 
demand and tend to keep it in balance with 
lowered production without causing the 
increase in price which might result from cur- 
tailed productive capacity and unrestrained 
demand. It is expected that any surplus of 
labour either in manufacturing establishments 
or in garages occasioned by this tax will be 
absorbed by war needs for the production and 
servicing of mechanical transport and other 
equipment. 

Here again, then, the primary purposes of 
the tax are to save exchange and to release 
productive capacity for war purposes without 
dislocation of industry. Revenue is only 
incidental and will be comparatively small. 
It is anticipated that in the first full year of 
taxation it will yield $3,500,000 in revenue, of 
which $1,500,000 will be collected in the present 
fiscal year. 

In addition to these two substantive 
measures of a fiscal character for conserving 
exchange the government through the policies 
of the Department of Munitions and Supply 
and through the operation of administrators 
appointed under the Wartime Prices and 
Trade Board, is also endeavouring to save 
foreign exchange in its own operations, and 
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it may, from time to time, in respect of certain 
classes of civilian imports, take other measures 
of a non-fiscal character for the purpose of 
meeting this vital need as circumstances seem 
to require. 

I should add here that there is one important 
way in which our supplies of foreign exchange 
may be increased. Canada is fortunate in the 
strength and extent of her gold mining industry 
which in the last eight years has shown such 
a rapid expansion. Further expansion of out- 
put is the most immediate and important 
means at hand for directly augmenting our 
supplies of foreign exchange, and I think I 
can appeal with confidence to those engaged 
in producing gold to put forward every effort 
to increase their production as rapidly as pos- 
sible. 

In this connection I am glad to acknowledge 
assurances already from a number of important 
companies that it will be their policy to 
step up production as far and as fast as 
conditions permit. I realize that the rate of 
increase which is practicable will vary with 
the differing conditions at different mines, but 
I feel sure that the directors of each enter- 
prise in the industry will review their situa- 
tion and adjust their production policy in 
the light of the present need. 

Even larger than our gold as a source of 
foreign exchange is the tourist industry that 
Canada has built up over many years. This 
year, the government provided for an increased 
appropriation to promote the expansion of 
this activity, but its effects may be at least 
partly offset by misinformation and misunder- 
standings regarding recent regulations and by 
unfounded rumours that have been circulated. 
Nearly every Canadian can help to increase 
our receipts of foreign exchange by stamping 
out these mischievous rumours and by en- 
couraging our friends in the United States 
to visit us in Canada. This country is ready 
and anxious “to be a good host to a good 
neighbour”. 

We all should take particular pleasure in 
seeing that friendly visitors to this country 
are treated with the courtesy and cordial 
interest due to good and sympathetic neigh- 
bours, and that they are made to feel that 
we appreciate their coming. At no time have 
our friends from south of the border been 
more welcome, and we shall do everything we 
can to see that their coming to us and their 
stay with us is made as convenient and com- 
fortable and enjoyable as it possibly can be. 
We want them to go back with the happiest 
recollections of their neighbourly visit to 
Canada. 

The result of the two fiscal measures which 
I have outlined, namely, the war exchange 


tax and the automobile tax, will not be to 
reduce our total imports of merchandise from 
non-Empire countries, of which the chief is, 
of course, the United States. As a matter of 
fact, these imports will, due to our war 
requirements, be greater than ever, but the 
important result of these measures will be 
that out of the total supply of foreign 
exchange which we can obtain by the export 
of our products, by the export of gold, by 
the sale of our tourist services, the maximum 
possible amount shall be made available for 
those purchases abroad of industrial materials, 
machinery and instruments of war which the 
imperious needs of war dictate. 


As I have explained, these proposals for 
conserving exchange are dictated by the con- 
ditions of the present emergency. Needless 
to say, we regret that the exigencies of war 
make any such restrictive action necessary, 
and our fervent hope and firm resolve are 
that at the earliest possible moment we may 
be able to return to the long-run policy of 
this government, which is that of the progres- 
sive lowering of trade barriers and the en- 
couragement of trade not only with the 
United States but with all peaceful nations. 
The government remains in fullest accord with 
the trade agreements programme in which 
Canada has cooperated with the United States, 
Great Britain and other countries, and has 
no intention or desire to alter by these 
emergency measures the permanent channels 
of trade. 

The war exchange tax is peculiarly an emer- 
gency measure. It is of the type provided for 
by the war clause of the Canada-United States 
Trade Agreement, and action is taken under 
that clause. The operation of this proposed 
measure will, accordingly, end with the war. 


Excess Profits Tax 


I now come to the measures designed 
primarily for revenue. The first one is a new 
Excess Profits Tax Act. At the brief session 
of last September, parliament enacted a statute 
of this type. Under that legislation, a business 
to which the tax applied had the option to be 
taxed on either of two bases. Under option A, 
the tax was graduated according to the rate of 
return on capital. Under option B, the tax 
was fifty per cent of the excess of profits in 
the taxable year over those of a four-year 
pre-war base period. The tax was payable only 
in respect of profits of the year 1940 and 
fiscal years ending after March 31, 1940. Up 
to the present, no taxes have been collected 
under this act because the tax is not payable 
until four months after the end of a firm’s 
fiscal year. 
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As I have already stated, this act was quickly 
drafted and placed on the statute book last fall 
in order to indicate one of the forms of war 
taxation which the government was adopting. 
In the brief time available it was impossible to 
give this form of taxation, new to Canada, the 
intensive and detailed study required to envis- 
age its application under the varying condi- 
tions existing here. On further examination 
one main feature which appeared to be undesir- 
able was the right of the taxpayer to choose 
between the two options. In the light of actual 
conditions it was found that many established 
firms would pay little or no tax, while others 
which had not been in business prior to the 
war, or had béen operating in a depressed in- 
dustry, or were undergoing rapid expansion, 
would be subject to what appeared to be un- 
warranted discrimination. There were many 
other situations both of substance and adminis- 
tration which required review. And so since 
the passing of the act in September the measure 
has been thoroughly overhauled and, as 1 
intimated publicly over four months ago, very 
extensive amendments will be proposed and 
we have decided to recast the whole act. The 
new measure will be much more drastic but at 
the same time its application as between various 
industries and firms will be far more equitable. 

I shall not attempt to summarize all the 
changes to be effected by the bill which will 
be submitted, but I should outline some of the 
main features of our proposals: 

(1) Option A will be dropped altogether and 
we will instead rely wholly on the general prin- 
ciple of the British act which was also the prin- 
ciple followed in option B of the old act. On 
this basis we will increase the tax from 50 per 
cent to 75 per cent on the excess of profits in 
any taxable year over those earned in the base 
or standard period. 

(2) In order to ensure that no profitable busi- 
ness will escape taxation, it is proposed that in 
no case of an incorporated company shall the 
excess profits tax, when combined with the cor- 
porate income tax, be less than 30 per cent of 
the company’s total profits, whether or not such 
profits exceed pre-war profits. It will be 
remembered that the corporation income tax is 
18 per cent. 

The same result is achieved in the case of 
unincorporated businesses by provision that the 
excess profits tax shall never be less than 12 
per cent of the total profits, whether or not 
such profits exceed pre-war profits. 

(3) There will be a number of provisions for 
adjusting the base or standard profits in the 
case of newly established businesses, busi- 
nesses whose capital employed or whose scale 
of operations has been or is rapidly expanding, 
and businesses operating in depressed industries 
whose base years show losses or abnormally 
smal! profits. 


(4) In order that firms may not receive dis- 
criminatory treatment because their fiscal years 
happen to end on different dates it will be 
recommended that the tax in respect of all 
businesses shall apply to profits earned on and 
after the same date, namely, January 1, 1940, 
regardless of the expiry date of their fiscal 
year. 

(5) The tax will not apply to businesses 
whose profits are not in excess of $5,000, and 
allowance will be made for drawings in lieu 
of salaries not in excess of $5,000 by sole 
proprietors or partners. 


(6) To assist in carrying out these provisions 
fairly and realistically, the appointment of a 
board of referees will be proposed: 


(7) In connection with the gold mining and 
the oil producing industries a different basis 
of adjusting base or standard profits appears 
mecessary to deal with new and expanding 
companies. In the present emergency, as I 
stressed a little earlier, it is considered desir- 
able to encourage the development of these 
natural resources, particularly because of their 
effect in directly increasing our supplies of 
hard currency exchange or in decreasing our 
requirements therefor. 


These industries also require the risking, 
and very often the losing, of large amounts 
of capital in exploratory and development 
work before production commences. The 
results obtained from these expenditures are 
inherently erratic, depending on the possibility 
of a “lucky strike.” If a “strike” is eventually 
made, increases in the scale of production or 
recovery are not closely related to increases in 
the amount of capital employed. 


Consequently, for the purpose of adjusting 
standard profits in the case of expanding 
operations, the basis used will be not capital 
employed but number of units of output. In 
the case of a new development, standard 
profits will be calculated by taking into 
account the number of units of output in the 
taxable year and the average price of the 
product during the base period. 


All companies in the gold mining or oil 
producing industries (except companies 
exempted temporarily from corporate income 
tax under section 89 of the Income War Tax 
Act) will, however, as in the case of all other 
companies, pay in excess profits tax and cor- 
porate income tax combined a minimum of 
30 per cent of the total profits, whether or 
not such profits exceed pre-war profits. 

You can readily appreciate how difficult it 
is to forecast the yield of a tax such as this, 
but our rough estimate is that in a full year’s 
operation the excess profits tax will yield 
about $100 million, of which approximately 
$25 million will be collected during the current 
fiscal year. 
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Personal Income Tax 


The next revenue measures proposed apply 
to individuals. They are: 

First, sharp increases in the personal income 
tax by a revision upwards of rates through- 
out the whole range of taxable incomes and a 
lowering of exemptions; 

Second, an over-riding flat rate tax, col- 
lectable at the source in most cases, in respect 
of all taxable incomes and including lower 
incomes than those covered by the income 
tax itself. 

I will deal first with our proposals relating 
to personal income tax. This is the tax which 
in principle most nearly approximates ability 
to pay. We realize that increases in indirect 
taxes disguise the burdens imposed by the war 
but they are much more likely to distribute 
these burdens harshly and unfairly. While 
increases in such taxes may eventually be 
necessary, we are striving in this budget to 
deal with the situation (except in the case of 
particular commodities or where exchange con- 
siderations make special measures necessary) 
by a direct call on our citizens graded accord- 
ing to their means and responsibilities. We 
believe that a straightforward assessment of 
the contribution to the common cause will be 
loyally accepted and paid as a small price for 
the preservation of our liberties. Following 
out that principle, the government has, there- 
fore, decided to submit not an increase in the 
sales tax but heavy increases in the direct tax 
on individual incomes. 

In establishing the new rates, we have been 
limited by two insistent considerations. It 
would be popular, if it were practicable and 
possible, to pay the stupendous costs of war 
by imposing taxes only on those earning 
higher incomes. The stubborn fact is there 
is not enough income in the so-called higher 
brackets to produce more than a small frac- 
tion of the necessary revenue. 

On the basis of 1938-39 figures, the latest 
which are available, the total of all incomes 
above $50,000 was only $35 million, and, 
under present rates, the tax on these would 
amount to $20-5 million leaving only $14-5 
million available for provincial and municipal 
taxes and any further taxation by the 
dominion—to say nothing of living expenses 
and personal obligations. Similarly, in the 
group from $25,000 to $50,000, the aggregate 
income was only $32 million, of which taxes 
at the present rates would take about $10°8 
million, leaving only $21-2 million. Finally, 
it has to be noted that the total assessed 
income of all persons liable to income tax 
in the year 1938-39 was only $730 million, and 
if we took from all these people the whole 
of their incomes in excess of $2,000 a year we 
should obtain only $144-5 million more than 


we would get on these incomes at existing 
tax rates. When we compare these disappoint- 
ing amounts of aggregate income available in 
these various income brackets, however 
drastically we might tax it, with the $700 
millions and upwards of war expenditure, to 
say nothing of the further expenditures of 
$448 million on ordinary account, it is clear 
that we cannot go far to meet the costs of the 
war simply by taxing large incomes, or even 
those of moderate size. 


The second consideration is that the 
dominion is not the only taxing authority 
levying steeply graduated rates on large 
incomes. Every province in Canada, except 
Nova Scotia and New Brunswick, now levies 
income taxes and in certain cities taxpayers 
must pay municipal income taxes as well as 
provincial income taxes. Ontario, Manitoba, 
and Prince Edward Island are the only 
provinces which allow, as a deduction from 
income, the tax paid to the dominion. All 
these authorities tax at different rates. This 
means that unless we are prepared to be 
entirely arbitrary and unfair and to set up 
schedules of rates which when added to the 
rates imposed by other taxing authorities 
would be nothing short of fantastic, the 
dominion must, in fixing its schedule of rates, 
take cognizance of the highest schedule of 
rates effective in any province. This is but 
an instance of the chaotic situation in the 
fiscal systems of Canada to which the Sirois 
report has drawn attention and which, I regret 
to say, appears to be getting worse rather 
than better. 

There will, however, be no class in the com- 
munity which will not recognize the necessity 
of bearing some part of the war burden. In 
the past our exempton limits have been con- 
siderate, to say the least. No income tax 
whatever has been paid by the single person 
receiving less than $1,000 per year or by the 
married person receiving less than $2,000 per 
year. In addition, the married person got a 
further exemption of $400 for each child. Our 
rates of tax in the low and middle income 
groups have been low, very low indeed as 
compared with the rates on comparable in- 
comes in the United Kingdom. While the 
increases in rates I have to propose will be 
substantial when expressed as a percentage 
of the comparatively low taxes formerly paid, 
the increase in the dollar amount per indivi- 
dual is not unduly large and will, I am con- 
fident, not be’ regarded as an undue burden 
when contributed to meet the situation which 
faces us all. 

It is proposed that exemptions under the 
graduated Income Tax—that is, our present 
personal income tax act—which, as I have 
said, are at present $1,000 for single persons 
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and $2,000 for married persons, be reduced to 
$750 and $1,500 respectively. The exemption 
for each dependent child is left, as at present, 
at $400. Under the proposed rates, the tax- 
payer, on the first $250 in excess of the exemp- 
tion, will pay 6 per cent instead of the present 
initial rate of 3 per cent. On the next $750 
of income the proposed rate is 8 per cent, and 
on the next $1,000 in excess of exemptions 12 
per cent, and so on upwards. In the past 
dependence on indirect taxation has left in- 
comes which were just above the exemption 
limits taxable at very low rates, and, hence, 
the increases are necessarily proportionately 
greater on the groups receiving incomes be- 
tween the exémption limit and, say, $10,000, 
than on those receiving higher incomes. 
Nevertheless, the rates on high incomes, 
already steeply graduated, have also been 
increased as much as we consider they can 
practicably be increased, having regard to the 
taxes levied on these same incomes by certain 
provinces and municipalities. 

I may add that we have at the same time 
simplified the structure of income tax rates 
by doing away with the old 5 per cent surtax 
and the 20 per cent war surtax imposed last 
fall and substituting therefor a schedule of 
higher rates throughout the whole range of 
incomes. 


National Defence Tax 


I come now to the second revenue measure 
applicable to individuals—and I think I should 
deal with this measure and then give the house 
illustrations of how the two measures com- 
bined work out in connection with individual 
incomes: 

To supplement the graduated income tax 
we propose a national defence tax at a flat 
rate applicable to all incomes above $600 for 
single persons and above $1,200 for mar- 
ried persons. The rate of tax for married 
persons will be 2 per cent if the income 
exceeds $1,200, and for single persons the rate 
will be 3 per cent if the income exceeds $1,200 
and 2 per cent if the income exceeds $600 
and is not more than $1,200. But there is a 
proviso that in no case will the income of 
the taxpayer be reduced below $600 or $1,200 
as the case may be. For dependent children, 
a deduction from -tax equal to the rate of 2 
per cent on the usual $400 exemption for each 
dependent child is to be allowed. Thus, a 
married person with an income of $1,400 and 
three dependent children would be liable to 
a tax of $28 (2 per cent of $1,400) minus $24 
in tax credits for children, leaving $4 as the 
tax payable. 

As far as it is administratively practicable 
this tax will be collected at the source. Thus 
employers will deduct the tax from the em- 
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ployee’s earnings when the pay is at the rate 
of $600 per year in the case of unmarried 
employees and $1,200 per year in the case 
of married employees, and companies will 
deduct the tax from dividends and interest on 
registered corporate bonds. In cases where 
the full amount payable has not been deducted 
and in all other cases where the annual income 
amounts to or exceeds the minimum amounts 
of $600 or $1,200, as the case may be, the 
taxpayer is required to make a return as in 
the case of the graduated income tax. 

It is recognized that there will be a good 
deal of additional work for employers and 
their staffs in making deductions and returns, 
and provision will be made toward reimbursing 
employers for expenses so incurred. Em- 
ployers, however, can by their cooperation and 
interest help greatly in working out the 
methods to be adopted and in making the 
system operate efficiently and fairly and with 
a minimum of inconvenience both to their 
employees and to themselves. I feel sure that 
under the circumstances we can count upon 
the full cooperation of employers in this addi- 
tional task which they are called on to per- 
form in the national interest at this time. 


Tax Examples 


It might be useful if I now gave a few 
examples showing how the new income tax 
rates taken along with the national defence 
tax which I have briefly described will affect 
certain classes of taxpayers. Let us take the 
case of the single person, with no dependents, 
earning $800 a year. Under our existing 
income tax law he would not pay any income 
tax since he is at present exempt up to $1,000. 
Under the legislation just proposed, however, 
the $800 single man will be required to pay the 
national defence tax of 2 per cent of his total 
earnings which is $16, and under the income 
tax he would pay 6 per cent on the amount 
of his income in excess of $750, which is the 
new exemption figure for income tax purposes. 
This income tax would thus amount to $3 
(6 per cent of $50). Consequently, his total 
tax per year would be $19 where previously 
he paid no tax. 

A single man with no dependents earning 
$1,500 would pay $100 under the new proposals 
where he now pays only $18. 

A married man with no dependents earning 
$2,000 is at present just on the exemption 
line, and pays no tax. Under the new set-up 
his tax bill will be $75. 

Perhaps some hon. members would be 
interested in knowing how the new measures 
will affect the position of a married man with 
an income of $4,000 a year. Under our existing 
tax he pays $84; under the new measures he 
will pay $355. If he has two children he will 


pay $223 under these new taxes compared to 
$45.60 under the present tax. A single man 
with the same income now pays $144, and 
under the new measures he will pay $525. 

To illustrate the effect of the changes in 
the case of higher incomes, a married man, 
with no dependents, having an income of 
$20,000, pays $3,112 under the present tax, and 
will pay $6,530 under the new taxes. With 
an income of $200,000 he pays the dominion 
$103,698 under the present rates, and under 
the new taxes he will pay $119,430 or 59-7 per 
cent of his income. Adding provincial and in 
certain cases municipal income taxes as well, 
we find that the latter married man with no 
dependents, if he lives in Ontario, will pay 
$129,679 or 64:8 per cent of his total income; 
if he lives in Montreal, he will pay $149,516 
or 74-8 per cent of his total income; and if 
he lives in British Columbia, he will pay 
$170,425 or 85:2 per cent of his total income. 

Let me give a few additional illustrations 
to show the relative burden of our new rates 
as compared with the British income tax rates. 
Take a married man with no dependents living 
in Ontario. If he receives an income of $1,000, 
he will pay no tax in Canada—that is, he is 
under the exemption limits provided for by 
the national defence tax ($1,200 for married 
men) and by the regular income tax ($1,500 
for married men)—while his British cousin in 
like circumstances would pay $14.31. If his 
income is $1,500, he will pay 33 per cent of the 
amount he would pay in Britain; if it is $4,000, 
he will pay 46 per cent of the British tax; if 
it is $10,000 he will pay 71 per cent of the 
British tax; if it is $200,000 he will pay 86 per 
cent of the British tax; and finally, if he 
should have an income of $500,000, he will pay 
94 per cent of what he would have to pay in 
Britain. If he happened to live in certain 
other provinces, his total tax would be a 


considerably higher percentage of the com- 
parable British tax and in the higher brackets 
of income would in some cases exceed the 
United Kingdom tax. Thus, a married man 
with no dependents and an income of $50,000, 
living in Quebec, would pay 107 per cent of the 
British tax, and if he were living in British 
Columbia he would pay 114 per cent of the 
British tax. If his income were $200,000 he 
would pay 99 per cent of the British tax if he 
lived in Quebec, and 113 per cent of such tax 
if he lived in British Columbia. 

It is anticipated that the increases in the 
income tax will contribute $58 million of new 
revenue in a full year of operation, but none 
of this will be available in the current fiscal 
year. It is estimated that the national defence 
tax will provide $35 million additional revenue 
in a full year but only $20 million in the 
current fiscal year. To make it quite clear let 
me emphasize that this national defence tax 
is the only direct tax imposed by the dominion 
on unmarried persons with incomes from $600 
up to $750 per year and on married persons 
with incomes from $1,200 up to $1,500 per year. 
On incomes of $750 and up in the case of 
single persons and of $1,500 and up in the case 
of married persons, both the income tax and 
the national defence tax apply. 

For the convenience of hon. members, I 
shall now table a statement showing for a 
number of different incomes the amount of 
tax payable to the dominion under the existing 
income tax, the amount payable under the new 
income tax rates and the national defence 
tax combined, the total amount payable to 
the dominion combined with the amount pay- 
able in each of the several provinces where 
income taxes are imposed, and the percentage 
of the British tax which a man living in 
Ontario would pay in dominion and provincial 
taxes combined: 
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Other Tax Proposals 


It is on the foregoing taxes that we depend 
for the bulk of the necessary increase in 
revenue, but there are a number of other 
changes, some of which will contribute sub- 
stantial sums to the treasury and some of 
which are proposed largely as readjustments of 
unsatisfactory situations. 

Smokers’ supplies are again made the sub- 
ject of tax increases. It is proposed that the 
excise tax on matches shall be increased from 
three-quarters of a cent to one cent per 
hundred. It is further proposed that the excise 
tax on cigarettes weighing less than two and 
a half pounds per thousand shall be raised 
to $6 from the present rate of $5. The rate 
on manufactured tobacco is to be increased 
from 25 cents to 35 cents per pound. To pre- 
vent a substantial decline in the revenue from 
cigarettes and cut tobacco because of these 
high rates, it has been necessary to impose 
a tax of 10 cents a pound on the sale of raw 
leaf tobacco and to increase the tax on cigarette 
papers and tubes from 2 cents to 5 cents per 
hundred. The tax on raw leaf tobacco will 
only apply on sales to consumers. The grower 
may sell to the merchant or dealer or manu- 
facturer without tax. The rates under the 
Special War Revenue Act on cigars will also 
be increased. It is estimated that in a full 
year these new or increased rates will yield 
$15,540,000 of new revenue, of which $11,680,000 
will fall in during the present fiscal year. 

It is proposed that the present excise tax 
on automobile tires and tubes shall be 
increased from 2 cents and 3 cents per 
pound respectively to 5 cents and it is antici- 
pated that from this change $1,100,000 in 
revenue will be derived in a full year and 
$825,000 in the current year. 

It is proposed that a new excise tax of 
10 per cent will be imposed on radios, radio 
tubes, cameras and phonographs. While this 
is in the class of sumptuary taxes there is 
the further consideration that the resources 
used in the production of most of these 
products are of a type suitable for producing 
war supplies and it is expected that such 
manufacturing capacity as may be affected by 
any lessening or lack of increase in demand 
due to this tax will prove useful in war work. 
It is estimated that the approximate yield 
of this tax will be $1,500,000 in the full year 
and $1,100,000 in the current fiscal year. 

There are proposed also a number of re- 
adjustments in taxes. Since the sales tax on 
dressed and dyed furs is imposed at the 
initial point of processing and not on the 
finished fur garment, it is proposed that the 
rate be 12 per cent rather than 8 per cent 
as at present in order more nearly to equalize 


this tax with the 8 per cent sales tax which 
is imposed on finished cloth garments. The 
present exemptions under the sales tax for 
home canners and for farmer florists are to 
be restricted to fixed quotas so as to facilitate 
administration in confining the benefit of the 
exemptions to bona fide farmers. The tax on 
carbonic acid gas which last September was 
proposed to secure revenue from the soft drink 
trade is to be increased from 2 cents to 5 
cents per pound. These revisions, it is esti- 
mated, will yield $550,000 in the full year, 
and $415,000 in the current fiscal year. 


In addition to the major features of the 
budget programme which I have outlined, 
there will also be found in the resolutions a 
number of proposed amendments to our tax- 
ing statutes which either involve tax changes 
of a minor nature or are designed to remove 
anomalies and facilitate administration. For 
instance, in the income tax resolutions there 
will be a provision for clarifying and extending 
the definition of income to cover payments 
made to life annuitants under purchased 
annuity contracts, and the exemption now 
accorded to dominion, government and like 
annuities up to $1,200 per year will be removed 
in respect of all new contracts. Also in order 
to prevent evasion of either the income tax 
or the excess profits tax it is proposed to 
give power to the treasury board to rule in 
any specific case that a transaction or reor- 
ganization has been of a specious character 
designed to avoid or minimize taxes and that 
therefore the taxpayer should be assessed 
without regard thereto. 


With regard to the customs tariff: five 
reports from the tariff board will to-day be 
laid on the table. The reports on cyanides 
and firebrick and the two on aircraft arise 
out of the reference made to the tariff board 
on December 5, 1938. This reference instructed 
the board to revise the whole of the draw- 
back schedule. The items now being reported 
upon relate to industries connected with our 
war effort. The report on the radio industry 
reiterates most of the recommendations made 
in the earlier report on this subject presented 
to parliament during the first session of 1939 
and provides for the widening of the scope of 
the existing tariff items covering parts and 
materials of radio receiving sets and radio 
tubes. 


Tariff Proposals 


The tariff changes to be announced to-day, 
implement the recommendations of the tariff 
board as shown in the reports now tabled and 
apart from these affect only five commodities. 
One of the amendments proposed provides for 
duty-free entry of sodium nitrates, regardless 


of the purpose for which imported. This 
material is now being used in connection with 
the production of alloys for steel but the 
existing duty-free provision did not cover 
this use. Material for use in the manufacture 
of nicotine sprays will henceforth be admitted 
duty free. Forgings for the manufacture of 
scissors and shears will be admitted at the 
special rates now applicable to blanks for 


knives, forks and spoons. The proposed 
amendment of the item covering dressed 
lumber permanently removes an anomaly 


temporarily taken care of by an item due to 
expire on July 1, 1940. The only other tariff 
change provided for continues the reduced 
rates of duty that have applied for several 
years to imports of rayon fabric now being 
used in the manufacture of certain rubber 
tires. 

The measure enacted during the special 
session last September, providing for addi- 
tional duties of customs, is being amended. 
The additional duty on manufactured tobacco 
of all descriptions, except cigars, cigarettes 
and snuff, is increased from 5 cents per pound 
to 15 cents per pound, and the additional 
duty on cigarettes is increased from $1 to $2 
per thousand. These increases are necessary 
to correspond with the additional excise duties 
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SUMMARY 


Earlier this afternoon I estimated $650 mil- 
lion as the probable revenue for the present 
year without increases in taxes. Adding the 
$110 million which we expect to receive as a 
result of these new taxes, we get a total 
estimated revenue of $760 million. This may 
be increased somewhat as a result of pre- 
payment of taxes because a number of indi- 
viduals and corporations have already reported 
that they intend to make instalment payments 
in advance on account of their taxes which 
will not be due until next April. We can 
therefore take the figure of $760 million as a 
conservative estimate of our aggregate rev- 
enues, 

Taking our expenditures at $1,148 million, 
our over-all deficit for the year would amount 
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which I have announced as applicable to 
domestic tobacco items. 

In the case of tea, while no change is being 
made in the actual rates of additional duties 
imposed last September, the value brackets 
are being lowered to bring a greater quantity 
of the imports of tea within the scope of the 
tax of 74 cents per pound. Previously the 
lowest rate of tax, 5 cents per pound, was 
allowed where the value was less than 35 
cents per pound. Under the proposed change 
only tea valued at less than 224 cents per 
pound will be entitled to the low 5 cents per 
pound rate. The two remaining value brackets 
are also reduced accordingly. 


Estimated Yield of New Taxes 


I may summarize the results of the new and 
increased taxes which we are recommending 
by stating that we expect them to produce an 
increase in revenue of approximately $280 
million for a full year. Of this total it is 
expected that about $110 million will be paid 
into the treasury during the balance of the 
current fiscal year. The house will realize 
how difficult it is under present conditions to 
predict with any degree of precision the yield 
of some of these new taxes. But I give below 
the results of such estimates as we have been 
able to make: 


Balance 

of current 

Full year fiscal year 
$100,000,000 $ 25,000,000 
58,000,000 nil 
35,000,000 20,000,000 
65,000,000 50,000,000 
3,500,000 1,500,000 
aga ehce. <0 a eh plahe e e s Me 15,500,000 11,700,000 
Oe, fee 1,500,000 1,100,000 
1,100,000 800,000 
500,000 400,000 


$280,100,000 $110,500,000 


to $388 million, but that assumes that our 
war expenditures will not exceed the $700 
million war appropriation already voted by 
parliament. There are still the further war 
commitments already made which I have 
roughly estimated at another $150 million to 
$200 million, and these will not be all. This 
means that in spite of the very heavy increase 
in taxes which I have proposed, it is not safe 
to count on an over-all deficit less than from 
$550 million to $600 million. This will be a 
staggering deficit, larger indeed than our total 
governmental expenditures during the depres- 
sion years, 

Whatever the total deficit may be, it will 
have to be met by borrowing except to the 
extent of cash on hand. We shall also have 
to raise funds to continue the repatriation 
programme which I have already described. 
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If we assume that the amount on this account 
will be of the order of $200 million, we may 
conclude that our total cash requirements for 
the year will be roughly of the order of $750 
million to $800 million. However, we began 
the year with cash in hand of approximately 
$187 million and as a result of the sale of war 
savings certificates and stamps we expect to 
raise during the balance of the year approxi- 
mately $50 million. This would leave approxi- 
mately $550 million to $600 million to be 
raised by the issue of new long-term loans. 
These are impressive sums but I know that 
they are not beyond the capacity of our 
markets to absorb under the conditions of 
expanding business and rising national income 
which I believe we have every reason to expect. 
I repeat, the limits of our war programme are 
not fiscal, but physical, mental and moral. 


In the foregoing calculations I have, you 
will note, included in revenue only the yield 
of the new and increased taxes which we expect 
to be actually paid into the treasury before 
March 31st, namely, $110 million. But all our 
tax proposals relate to incomes, profits or 
transactions that will be earned or made during 
the current fiscal year. Not for the purpose 
of government accounting but in order to 
learn the answer to the question which I posed 
earlier this afternoon as to the relative reli- 
ance we intend to place on taxation and 
borrowing, it would be appropriate to take 
into account the total yield of our new or 
increased taxes, whether or not the proceeds 
will be actually received before the end of 
the fiscal year. On this basis we would add 
to the $650 million estimated as the probable 
total revenue from our existing tax structure 
during the year, the whole $280 million which 
is the expected yield of the new or increased 
taxes which I have proposed, making a total 
of $930 million instead of $760 million. This 
would mean that if our total war expenditures 
should amount to $900 million, the programme 
which we are proposing is designed to secure 
for such war expenditures from tax revenues 
the sum of $482 million (that is, the difference 
between the figure of $930 million I have just 
given and $448 million of anticipated govern- 
ment expenditures on non-war activities). As 
compared with this $482 million, there would 
be left a gap of $418 million to be financed 
by borrowing or by cash already in hand. I 
think the house will agree that a very serious 
effort is being made to carry the pay-as-you-go 
policy as far as is practicable. Of course, 
this comparison of the relative amounts to be 
provided by taxation and by borrowing will 
be less favourable if our war expenditures 
exceed $900 million. 


Conclusion 


It is natural, Mr. Speaker, that comparisons 
should be made between the new tax rates 
and rates previously levied, and such com- 
parisons will reveal great increases, particularly 
in income taxes, corporation and personal. 
But there are some other considerations which 
should be remembered. In the first place, 
we have not, in the lower and middle brackets 
at least, come near to the levels of income tax 
imposed in the United Kingdom. In the 
second place, there is every likelihood that 
during the present fiscal year our national 
income may be expected to show a very 
substantial increase. The government will be 
pouring into the income stream many hundreds 
of millions of dollars, while much of the taxes 
payable under the measures we propose will 
not be withdrawn from incomes until late 
this year or in some cases until next year. 
Thirdly, with rising incomes, taxes even of 
this degree of severity can be borne with- 
out deprivation, and their imposition at this 
time will avoid the necessity of still heavier 
increases in taxation in the days after the war 
when incomes may be falling. 

Fourthly, to those who may have any fear 
of the effects of these taxes on business in 
this country, I say that businessmen and 
individuals alike must strain every nerve to 
meet the needs of this hour. The taxes herein 
imposed on business are heavy taxes, but for 
the most part they fall on profits, and the 
more we can find practical means of paying 
as we go, the more we ‘will improve the long- 
run outlook for business as well as individual 
prosperity in this country. 

The proposals, Mr. Speaker, which I have 
outlined are an attempt to help to meet the 
crisis in terms of taxation. They bear upon 
all classes in the community. If the taxation 
provisions are the most drastic which have 
ever been imposed upon this country, they 
are certainly no more drastic than the present 
hour and the present need demand. The 
future may well demand still more. 

I ask. those who think that they are too 
drastic to bring both their common sense and 
their idealism to the rescue of their opinions. 
Common sense will ask them what will become 
of their property or incomes if Germany and 
Italy should conquer the British empire. 
Idealism will teach them that money and 
material things are as nothing compared with 
the freedom and the dignity which it alone 
can bring as a benediction to the life of man. 

At this time everything which we treasure 
and the survival of the things of the spirit 
and mind and soul which are the most precious 
of all, will depend upon the willingness and 
the capacity of men of our blood and kith and 
kin to endure and to die. 


We who remember our fathers and know 
our sons have no cowardly doubts or weak 
misgivings. 

I will not dishonour the word sacrifice by 
applying it to anything except the gift of life 
itself. But, knowing the Canadian people, 
I am confident that they will shrink from no 
contribution to insure to the soldiers and 
sailors and airmen of Britain and Canada 
all the machines and equipment which can 
be produced or procured. 

The overwhelming majority of men and 
women of the sturdy races which make up 
Canadian citizenship are at their best in days 
of trial. 

A farmer offers me the total proceeds of his 
four-hundred acre wheat crop, and all the 
increases of his live stock for Canada’s war 
chest. 

The wife of a small wage earner begs me to 
place a heavy income tax on her own small 
income. 

A small industrial firm agrees to give all its 
profits for the duration of the war. 

A veteran of 1914, with a disability pension 
of $47 a month as the sole income of a family 
of five, sends me all he has to give, a collec- 
tion of old coins, and the caretaker of one of 
our militia armouries sends me $20 each 
month. 

With such examples to challenge and inspire 
us, I cannot believe that any man in Canada 
will complain about his burden, or by greed, 
panic or selfish fear, betray his Canadian 
citizenship in the hour of Canada’s need. 

Britain is giving her blood, her treasure, 
her all. We proudly share her courage, her 
sacrifice and her unshakeable resolution. 
Britain will not fall. Freedom will not perish, 
and Canada will fail neither the common- 
wealth nor the cause. 


RESOLUTIONS 


Mr. Speaker, I beg to give notice that 
when we are in committee of ways and means 
I shall move the following resolutions: 


INCOME WAR TAX ACT 


Resolved, that it is expedient to amend the 
Income War Tax Act and to provide:— 

1. That the rates of tax applicable to persons 
other than corporations shal] be increased to the 
rates of tax set forth in the following schedule: 


A—Rates of Tax Applicable to Persons other 
than Corporations and Joint Stock 
Companies 
On the first $250 of net income or any portion 
thereof in excess of exemptions 6 per centum or 
$15 upon net income of $250; and 8 per cent 
upon the amount by which the income exceeds 

$250 and does not exceed $1,000 or 

$75 upon net income of $1,000; and 12 per 
centum upon the amount by which the income 
exceeds $1,000 and does not exceed $2,000 or 


$195 upon net income of $2,000; and 16 per 
centum upon the amount by which the income 
exceeds $2,000 and does not exceed $3,000 or 
$355 upon net income of $3,000; and 20 per 
centum upon the amount by which the income 
exceeds $3,000 and does not exceed $4,000 or 
$555 upon net income of $4,000; and 24 per 
centum upon the amount by which the income 
exceeds $4,000 and does not exceed $5,000 or 
$795 upon net income of $5,000; and 27 per 
centum upon the amount by which the income 
exceeds $5,000 and does not exceed $6,000 or 
$1,065 upon net income of $6,000; and 30 per 
centum upon the amount by which the income 
exceeds $6,000 and does not exceed $7,000 or 
$1,365 upon net income of $7,000; and 33 per 
centum upon the amount by which the income 
exceeds $7,000 and does not exceed $8,000 or 
$1,695 upon net income of $8,000; and 35 per 
centum upon the amount by which the income 
exceeds $8,000 and does not exceed $9,000 or 
$2,045 upon net income of $9,000; and 37 per 
centum upon the amount by which the income 
exceeds $9,000 and does not exceed $10,000 or 
$2,415 upon net income of $10,000; and 39 per 
centum upon the amount by which the income 
exceeds $10,000 and does not exceed $20,000 or 
$6,315 upon net income of $20,000; and 41 per 
centum upon the amount by which the income 
exceeds $20,000 and does not exceed $30,000 or 
$10,415 upon net income of $30,000; and 44 
per centum upon the amount by which the income 
exceeds $30,000 and does not exceed $40,000 or 
$14,815 upon net income of $40,000; and 47 
per centum upon the amount by which the income 
exceeds $40,000 and does not exceed $50,000 or 
$19,515 upon net income of $50,000; and 50 
per centum upon the amount by which the income 
exceeds $50,000 and does not exceed $75,000 or 
$32,015 upon net income of $75,000; and 53 
per centum upon the amount by which the income 
exceeds $75,000 and does not exceed $100,000 or 
$45,265 upon net income of $100,000; and 56 
per centum upon the amount by which the income 
exceeds $100,000 and does not exceed $150,000 or 
$73,265 upon net income of $150,000; and 59 
per centum upon the amount by which the income 
exceeds $150,000 and does not exceed $200,000 or 
$102,765 upon net income of $200,000; and 63 
per centum upon the amount by which the income 
exceeds $200,000 and does not exceed $300,000 or 
$165,765 upon net income of $300,000; and 67 
per centum upon the amount by which the income 
exceeds $300,000 and does not exceed $400,000 or 
$232,765 upon net income of $400,000; and 72 
per centum upon the amount by which the income 
exceeds $400,000 and does not exceed $500,000 or 
$304,765 upon net income of $500,000; and 78 
per centum upon the amount by which the income 
exceeds $500,000. 


2. That the additional rate of tax applicable 
to all persons other than corporations and joint 
stock companies in receipt of income in excess 
of $5,000 in the amount of five per centum, be 
repealed. 

3. That the war surtax of twenty per centum 
as enacted by sections two, three and four of 
chapter 6 of the 1939 statutes (second session), 
be repealed. 

4. That the statutory exemption of a married 
person and other persons with dependent 
relatives as set forth in paragraph (c) of sub- 
section 1 of section five of the act be reduced 
from $2,000 to $1,500. 

5. That the statutory exemptions of all other 
persons except corporations, be reduced from 
$1,0°0 to $750. 
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6. That a tax of five per centum be imposed 
upon Canadian residents with respect to all 
interest or dividends paid or payable by Cana- 
dian debtors in a currency which is at a 
premium in excess of five per centum in terms 
of Canadian funds. 


7. (a) That the income accrued or earned 
during the life of any deceased person shall, 
when paid, be taxable income in the hands of 
his executors or trustees. 

(b) That income received by executors or 
trustees and capitalized shall be taxable income 
of such executors or trustees. 


8. (a) That the qualifications of personal 
corporations as set forth in the act shall be 
extended to include revenue derived from the 
hire of chattels or from charter party fees. 

(b) That a company shall not be deemed to 
be a personal corporation if it carries on an 
active commercial or industrial business. 


9. That as a means of insuring the collection 
of tax from non-resident transient persons who 
earn salary, fees, commissions or other remunera- 
tion in Canada, there shall be withheld an 
amount of fifteen per centum of such remunera- 
tion as a credit against the tax found due 
upon the filing of the income tax return of 
such person. 


10. That the rate of tax applicable to rents 
and royalties payable to non-residents of Canada 
shall be on the gross amount thereof, and in 
the case of non-resident corporations the rate 
shall be fifteen per centum, and in the case 
of non-resident persons other than corporations 
the rate shall be five per centum, and the 
Canadian debtor shall withhold such tax before 
making payment to the non-resident. 

1l. That the rate of tax applicable to cor- 
porations shall be eighteen per centum (in the 
case of consolidated returns twenty per centum) 
on the profits of the year 1940, and in the 
case of fiscal periods ending in 1940 prior to 
December 31, the said rate shall apply to that 
proportion of the profits thereof which the 
number of days of the said fiscal period in 
the year 1940 bears to the total number of 
days of such fiscal period. 


12. That the section of the act in respect of 
depreciation be amended to provide for the 
elimination of duplicate depreciation in respect 
of assets after their transference to persons 
who have substantially the same equity or 
interest in the said assets after their transfer 
as they had before the transfer. 


13. That the distribution of otherwise tax 
free profits of a family corporation made after 
31st December, 1942, shall render such profits 
so distributed liable to income tax. 


14. That the act be amended to prevent eva- 
sion by giving power to the treasury board 
to direct that a taxpayer be assessed without 
regard to any transaction or reorganization 
which in the opinion of the treasury board, 
is of a specious character designed to avoid 
or minimize tax, whether any such transaction 
or reorganization was entered into with persons 
or corporations resident outside or within 


Canada. 
15. That in order to prevent evasion the 
Minister of National Revenue (hereinafter 


called the minister) shall have power to deter- 
mine what are reasonable disbursements for 
advertising, repairs, salaries and other operating 
and administrative expenses. 


16. That the amount paid by proprietors of a 
business, other than a corporation, by virtue 


of the Excess Profits Tax Act shall be allowed 
as a deduction from their incomes for purposes 
of income tax in proportion to their interests 
in the said business. 


17. (1) That the definition of income be 
clarified and extended to cover the amount of 
annuity payments made to life annuitants under 
purchased annuity contracts. 

(2) That the exemption now accorded to 
dominion government annuities and like annui- 
ties sold by provincial governments and insur- 
ance companies shall not apply in respect of all 
contracts issued subsequent to June 24, 1940, 
nor to contracts or extensions of contracts made 
since that date to holders of options or con- 
tractual rights in existence at that date. 

(3) That purchasers of annuities be entitled 
to deduct the annual amounts paid out by 
them in purchasing annuity contracts not to 
exceed $300 per year. 


18. (1) That in addition to the income tax 
there be imposed a national defence tax on 
all persons in respect of their income, 

(a) in the case of married persons, of two 
per centum on the total net income if the 
income exceeds $1,200 per year; 

(b) in the case of single persons, of two 
per centum on the total net income if the 
‘imcome exceeds $600 and does not exceed 
$1,200 per year; or three per centum if the 
said income exceeds $1,200 per year. 


Provided, however, that if the effect of such 
tax would be to reduce the income of any 
person below the relevant amount specified 
above, then to the extent it would so reduce 
the income the tax shall not be exigible; 


Provided, further, that there shall be allowed 
a tax credit on an amount of $400 at a rate 
equal to two per centum in respect of each 
dependent child or grandchild, brother or sister 
of the taxpayer under twenty-one years of 
age, and each child, grandchild, brother, sister. 
parent, or grandparent over twenty-one years 
of age dependent on account of mental or 
physical infirmity and resident in Canada; 

(2) That every employer be required to 
deduct the tax imposed in respect of earnings 
of the employee earned or accruing due during 
and after July, 1940; 

(3) That every employer remit the tax col- 
lected at the source on the sixteenth day of 
September, 1940, and on the fifteenth day of 
each month thereafter; 

(4) That incorporated companies paying 
interest on bonds or other like obligations 
registered as to interest, or paying dividends, 
irrespective of the amount, to persons on 
record in their office or that of their agents, 
be required to deduct and collect the taxes 
imposed’ from each payment made to residents 
of Canada, paid in the case of interest, and 
declared and paid in the case of dividends, 
after the twenty-fourth day of June, 1940; 

(5) That each incorporated company remit 
the tax collected at the source in respect of 
interest and dividends on or before the fifteenth 
day of the month immediately following the 
date of payment, the first remittance however 
to ie made on the sixteenth day of September, 

(6) That every person liable to taxation in 
respect of whom the deduction of the national 
defence tax on the full income has not been 
made be required, on or before the thirtieth 
day of April in each year, to deliver to the 
minister a return of his total income during 
the preceding year and pay the tax as in the 
Income War Tax Act provided; 
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(7) That the national defence tax be applic- 
able to the income of 1940 and all subsequent 
years except that in respect of the income of 
the year 1940 the tax shall be imposed only 
on one-half of the income if the income for 
the whole year exceeds the relevant amount 
specified in resolution No. 18(1); 

(8) That the income of the following persons 
shall not, except as in this resolution provided, 
be liable to the national defence tax 

(a) incorporated companies; 


(b) persons and institutions mentioned in 
paragraphs (a) to (i) inclusive and in para- 
raphs (p) and (q) of section four of the 


neome War Tax Act; 

(c) members of the Canadian naval, military 
and air forces shall be exempt from tax while 
such members are on active service beyond 
Canada or are on active service in Canada and 
whose duties are of such a character as are 
required normally to be performed afloat or 
in air craft, but only to the extent of their 
service pay and allowances. 

19. That the resolutions numbered 1, 2, 3, 
2 6) 6s7, 8, 9) 11, 12, 14, 15,716, 17 and 18 
hereof shall be applicable to the income of 
the 1940 taxation pe and fiscal periods 
ending therein and of all subsequent periods. 

20. That the resolution numbered 10 hereof 
be applicable to payments made after the 24th 
June, 1940. 


EXCESS PROFITS TAX ACT 


Resolved, that it is expedient to reenact the 
Excess Profits Tax Act and to provide: 


1. That the option of using rates “A” be 
deleted, and that the excess profits be the 
difference between the profits of the year of 
taxation and the profits of the standard or base 
period. 

2. That the standard profits be determined 
with reference to the average profits of the 
standard or base period being the years, 1936, 
1937, 1938 and 1939, except as provided in 
resolution 5 hereof. 

3. That the rate of tax on the excess profits 
be increased from fifty per centum to seventy- 
five per centum. 

4. That on all profits a minimum tax be 
paid by every taxpayer under the Excess Profits 
Tax Act, such minimum to be a tax of twelve 
per centum on the total profits of the business 
before deducting income tax, and to be payable 
in all cases unless the tax provided in resolution 
3 hereof is greater than the said minimum tax, 
in which case only the greater shall be paid. 

5. That a board of referees (hereinafter 
called the board) be established with dis- 
cretionary power, subject_to the approval of 
the Minister of National Revenue (hereinafter 
called the minister), to ascertain a standard 
of profits for new businesses or businesses 
depressed during the standard period subject 
to the following: ; : 

(a) in the case of a business depressed during 
the standard period the minister may direct 
that the board ascertain a standard of profits 
at an amount which they think just, being a 
return of not less than five nor more than ten 
per centum of the capital employed; 

(b) in the case of a new business other than 
that of the operation of a gold mine or an oil 
well, if it has been commenced since January 
Ist, 1938, the minister may direct that the 
board ascertain a standard of profits at an 
amount which they think just, provided that 
the said amount represents a rate of return 
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on the capital employed by the taxpayer equal 
to the average rate of return of taxpayers in 
similar circumstances engaged in the same or 
analogous classes of business; 

(c) in the case of a taxpayer engaged in the 
operation of a gold mine or an oil well which 
has come into production since January Ist, 
1938, the minister may direct that the board 
ascertain a standard of profits at such an 
amount which they think just on the basis of 
a presumed volume of production during the 
standard period equal to the volume of pro- 
duction in the taxation year and a presumed 
selling price for the product during the standard 
period equal to the average selling price of 
the said product during the standard period. 


6. That the minister may adjust the standard 
profits so as to ensure the comparison of like 
with like in the following cases: 


(a) where the accounting period in the tax- 
ation year is longer or shorter than the standard 
accounting period; 

(b) where the capital employed in the tax- 
ation year has been substantially increased or 
decreased over that of the standard period by 
the contribution or withdrawal of capital; 

(c) in the case of gold mines and oil wells 
where the volume of production in the taxation 
year has been substantially increased or de- 
creased over that of the standard period. 


7. That there be exempted from the tax 
imposed under the said act: 


(a) small businesses where the profits before 
any salary or drawings by proprietors or share- 
holders do not exceed five thousand dollars 
per annum; 

(b) personal corporations which act solely as 
investment-holding agencies of individual Cana- 
dian taxpayers; 

(c) non-resident-owned 
tions. 


8. That sole proprietorships or partnerships 
be allowed to claim as a deduction such reason- 
able amount for salaries paid to the proprietor, 
or partners as the minister may determine, not 
to exceed five thousand dollars per year for each. 


9. That in the case of a taxpayer who 
acquired a business as a going concern since 
January lst, 1938, the minister may direct that 
the standard profits of the predecessor may be 
added to those of the taxpayer if the minister 
is satisfied that the trade or business of the 
predecessor and the taxpayer is not substan- 
tially different. 


10. That the definition of average profits 
during the standard period be revised to pro- 
vide that only the profits of the standard period 
shall be taken into account when determinin 
the average of the years during the saint 
period when the taxpayer was in business. 


ll. That, in order to prevent evasion, power 
be given the minister to: 


(a) disallow the deduction of disbursements 
by the taxpayer which the minister in his dis- 
cretion may determine to be in excess of what 
is reasonable and normal for the business; 

(b) assess without regard to specious trans- 
actions or reorganizations which the treasury 
board has found to have no reasonable business 
purpose other than that of avoidance or 
minimization of taxation. 

12. That capital be redefined having regard 
to the cost price of the assets presently 
employed by the taxpayer less depreciation or 
depletion thereof, and deducting borrowed money 
and debts, with a proviso that non-productive 


investment corpora- 
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agsets, assets not actually employed in the 
production of profits, and assets producing tax- 
exempt income, shall not be included. 


13. That there be allowed a tax credit in 
respect of the amount of excess profits tax 
or similar tax paid to the government of the 
United Kingdom or to the governments of other 
members of the British commonwealth of nations 
or to the governments of allies of the United 
Kingdom, if such governments allow a reciprocal 
credit for Canadian-paid excess profits tax. 


14. That the act shall apply to the profits 
of the year 1940, and in the case of a fiscal 
period ending in 1940 prior to December 31, 
that the act shall apply to that proportion of 
the profits thereof which the number of days 
of the said fiscal period in the year 1940 bears 
to the total number of days of such fiscal 
period. 


SPECIAL WAR REVENUE ACT 


Resolved, that it is expedient to introduce 
a measure to amend The Special War Revenue 
Act, and the amendments thereto and to 
provide, 

1. That section seventy-six of the said act 
eo repealed and the following substituted there- 
or:— 

“76. (1) Except as hereinafter provided, every 
manufacturer and every importer of matches 
shall affix to every package of matches manu- 
factured by him or imported into Canada, an 
adhesive or other stamp of the value of one 
cent for each one hundred matches or fraction 
of one hundred matches contained in such 
package. 

(2) When matches are put up in packages 
containing not more than fifty matches and not 
less than thirty-one matches each, the tax shall 
be payable at the rate of one-half of one cent 
for each package, and when matches «are put 
up in packages containing not more than thirty 
and not less than twenty-six matches each, the 
tax shall be payable at the rate of three- 
tenths of one cent for each package, and when 
matches are put up in packages containing 
not more than twenty-five and not less than 
twenty-one matches each, the tax shall be pay- 
able at the rate of one-fourth of one cent for 
each package and when matches are put up 
in packages containing less than twenty-one 
matches each, the tax shall be payable at the 
rate of one-fifth of one cent per package. 

(3) No manufacturer or importer shall sell 
or import matches unless they are in packages.” 


2. That subsection one of section seventy- 
seven A of the said act be amended by pro- 
viding that the excise tax on packets of 
cigarette papers be increased from two cents 
to five cents for each one hundred leaves or 
fraction thereof contained in such packet. 


3. That subsection two of section seventy- 
seven A of the said act be amended by providing 
that the excise tax on packages of cigarette 
paper tubes be increased from two cents to five 
cents for each one hundred cigarette paper tubes 
or fraction thereof contained in each such 
package. 


4. That subsection four of section eighty-six 
of the said act be amended by increasing the 
tax from eight per cent to twelve per cent upon 
the current market value of all furs dressed 
and/or dyed in Canada. 


5. That the said act be amended by adding 
thereto after section eighty-eight the following 
section: 

“88A. (1) In addition to any duty or tax 
that may be payable under this Act, or any 
other statute, there shall be imposed, levied and 
collected a war exchange tax of ten per cent 
on the value for duty of all goods imported into 
Canada, payable by the importer or transferee 
who takes the goods out of bond for consumption 
at the time when the goods are imported or 
taken out of warehouse for consumption. 

(2) The tax imposed by this section shall not 
apply to any goods imported into Canada,— 

(a) which are entitled to entry under the 
British preferential tariff, or under trade agree- 
ments between Oanada and other British 
countries; 

(b) Which are entitled to entry under Cus- 
toms Tariff items 360, 460, 690, 690a, 696a, 700, 
700a, 701, 702, 703a, 704, 705, 705a, 706, 707, 
708, 709; or to fish caught by fishermen in 
vessels registered in Canada or owned by any 
person domiciled in Canada and the products 
thereof carried from the fisheries in such 
vessels. 

(3) Where the Wartime Prices and Trade 
Board reports to the government in council that 
any producer or producers of goods have taken 
advantage of the tax imposed by this section 
to increase the price of such goods by an amount 
greater than is justified by amy increases pro- 
perly arising from such tax in the cost of 
materials or parts entering into the production 
of such goods or to maintain prices of such goods 
at levels greater than are so justified, the Gov- 
ernor in Council may, upon the recommendation 
of the said Board, impose upon all or any of the 
products of any such producer an excise tax at 
a rate not to exceed ten per cent of the selling 
price of such products for such period of time 
as he may determine, remove or reduce customs 
duties applicable thereto for such period of 
time as he may determine, fix the prices thereof 
and/or take such other measures and impose 
such penalties as he may determine.” 


6. That the provisions of section eighty of 
the said act levying taxes on articles manu- 
factured or produced in Canada enumerated in 
schedules I and II to the said act be amended 
to provide that the taxes mentioned therein 
shall apply at the time of delivery. 


7. That schedule I to the said act be amended 
by repealing section one thereof and substituting 
therefor the following:— 

“1, (a) Automobiles adapted or adaptable for 
passenger use, with seating capacity for not 
more than ten persons each, valued at 


S7O0¢s0r: lessicntcepertieie:+ aco secs 10 per cent. 
Over $700 but not more 
thanr$900) asccc-aer errepeae 10 per cent on $700 


plus 20 per cent 
on the amount in 


excess of $700. 
Over $900 but not more 
Thanet 200 cm acttcer ae 10 per cent on $700 
plus 20 per cent 
on $200 plus 40 
per cent on the 
amount in excess 
; of $900. 
a eee ts caiatiar eater Ree 10 per cent on $700 
plus 20 per cent 
on $200 plus 40 
per cent on $300 
plus 80 per cent 
on the amount in 
excess of $1,200. 


Over $1,200 


(b) Automobiles adapted or adaptable for 
passenger use with seating capacity for more 
SHIA SER DEYSODBS. 6... cases ceesas- 5 per centum 

Provided that the tax collected under para- 
graph (b) above shall in no case exceed $250 
per automobile; 

Provided further that the tax on automobiles 
shall apply on the total price charged for such 


automobiles, which price shall include all 
charges for accessories, optional equipment, 
servicing, financing, warranty or any other 


charge contracted for at time of sale, whether 
charged for separately or not, but not to 
include heaters or radios; 


Provided further that the tax on automobiles 

shall apply to any such vehicles in transit to 
dealers or others; 
_ Provided that if a new and unused automobile 
is on the twenty-fifth day of June one thousand 
nine hundred and forty in the hands of a dealer 
and not delivered to another purchaser the tax 
shall be paid by such dealer when such auto- 
mobile is delivered. 

Provided further that the tax shall not apply 
to automobiles imported:— 

(i) Under customs tariff items 702, 706, 707 
and 708; 

(ii) by a bona fide settler on a first arrival; 

(iii) by a beneficiary resident in Canada, 
under the terms of a will of a person dying 
in a foreign country.” 


8. That schedule I to the said act be further 
amended by adding at the end thereof the 
following section:— 

“5. Cameras, phonographs, radios and radio 
NUE a oe ses. eee us Sleiete 10 per centum” 


9. That schedule II to the said act be-amended 
by repealing section one thereof and substituting 
therefor the following:— 


“Cigars:— 
(a) Valued at not more than forty dollars 
per thousand, per thousand..............s0. $1 


(b) Valued at more than forty dollars per 
thousand and not more than one hundred and 
ten dollars per thousand, per thousand...... $6 

(c) Valued at more than one hundred and 
ten dollars per thousand and not more than one 
hundred and fifty dollars per thousand, per 
SIA SS gs ac aa ewe 0 Ree eae tee ee $14 

(d) Valued at more than one hundred and 
fifty dollars per thousand and not more than 


two hundred dollars per thousand, r 
SERENE Ns ioe ee ns Ree eae eee $20 

(e) Valued at more than two hundred dollars 
per thousand, per thousand..........+....- $32 


Provided that the value on imported cigars 
shall be the duty paid value as defined in 
section seventy-nine of this act; the value on 
cigars manufactured in Canada shall include 
the amount of excise duty payable thereon.” 


10. That schedule II to the said act be 
further amended by repealing section three 
thereof and substituting therefor the follow- 
ing:— 

“Tires and tubes:— 

(a) Tires in whole or in part of rubber for 
automotive vehicles of all kinds, including 
trailers or other wheeled attachments used in 
connection with any of the said vehicles.... 
net sls ape eae de 5 cents per pound 


(b) Inner tubes for use in any such tires.. 
STi v Das 2 eS. Baek hin alee 5 cents per pound 


Provided the tax hereby imposed shall not 
apply to the goods mentioned herein when used 
exclusively for the original equipment of such 
automotive vehicles.” 


11. That schedule II to the said act be further 
amended by repealing section four thereof and 
substituting the following:— 


“4. Carbonic acid gas and similar prepara- 
tions to be used for aerating non-alcoholic 
beverages, gauawias densrarte: 5 cents per pound.” 


12. That schedule III to the said act be 
amended by striking out under the heading of 
“Rarm and Forest,’ in the eighth and ninth 
lines the following words: 


“farm produce sold by the individual farmer 
of his own production,” 


and substituting therefor the following words: 


“farm produce sold by the individual farmer 
of his own production, not to include canned 
fruits or vegetables when produced in 
excess of 10,000 cans of one pound each or 
their equivalent, per annum, nor flowers, 
flowering plants or bulbs, when the sales 
thereof exceed $500 per annum.” 


13. That any enactment founded on this 
resolution shall be deemed to have come into 
force on the twenty-fifth day of June, one 
thousand nine hundred and forty, and to have 
applied on all goods imported or taken out of 
warehouse for consumption on and after that 
day and to have applied to ey previously 
imported for which no entry for consumption 
was made before that day. 


EXCISE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Schedule to the Excise 
Act, 1934, and to provide:— 

1. That the duty of excise on malt syrup as 
defined by paragraph (c) of section six of the 
Excise Act, 1934, when imported into Canada 
and entered for consumption be increased from 
twenty-one cents per pound to twenty-five cents 
per pound. 


2. That the duty of excise on tobacco of all 
descriptions manufactured in Canada, except 
cigarettes, be increased from twenty-five cents 
per pound to thirty-five cents per pound actual 
weight. 


3. That the duty of excise on cigarettes manu- 
factured in Canada which was formerly $5 per 
thousand when weighing not more than three 
pounds per thousand be increased to $6 per 
thousand when weighing not more than two and 
one-half pounds per thousand. 


4. That the duty of excise on cigarettes 
manufactured in Canada which was formerly 
$11 per thousand when weighing more than 
three pounds per thousand shall now apply to 
cigarettes weighing more than two and one-half 
pounds per thousand. 


5. That a duty of excise of ten cents per 
pound actual weight apply on all Canadian raw 
leaf tobacco when sold for consumption. 


6. That any enactment founded on paragraphs 
one, two, three and four of this resolution shall 
be deemed to have come into force on the 
twenty-fifth day of June, one thousand nine 
hundred and forty, and to have applied to all 
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goods mentioned therein imported or taken out 
of warehouse for consumption on and after 
that day and to have applied to goods previ- 
ously imported for consumption for which no 
suey for consumption was made before that 
ay. 

7. That any enactment founded on paragraph 
five of this resolution shall come into force on 
the first day of August, one thousand nine 
hundred and forty. 


CUSTOMS TARIFF 


1. Resolved, that schedule A to the customs 
tariff, being chapter forty-four of the revised 
statutes of Canada, 1927, as amended by chapter 
seventeen of the statutes of 1928, chapter 
thirty-nine of the statutes of 1929, chapter thir- 
teen of the statutes of 1930 (first session), 
chapter three of the statutes of 1930 (second 


session), chapter thirty of the statutes of 1931, 
chapter forty-one of the statutes of 1932, chap- 
ters six and thirty-seven of the statutes of 
1932-33, chapters thirty-two and forty-nine of 
the statutes of 1934, chapter twenty-eight of the 


statutes of 1935, chapter thirty-one of the 
statutes of 1936, chapter twenty-six of the 
statutes of 1937, chapter forty-one of the 


statutes of 1939 (first session) and chapter two 
of the statutes of 1939 (second session), be 
further amended by striking thereout tariff 
items 209b, 210, 210e, 281a, 28lb, sub-division (a) 
of item 429, 4401, 440m, 440n, 4450, 445p, 505, 
505b, 791 and 825, the several enumerations of 
goods respectively and the several rates of 
duties of customs, if any, set opposite each of 
the said items, and by inserting the following 
items, enumerations and rates of duty in said 
schedule A: 
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2. Resolved, that schedule A to the Customs 
Tariff, as amended, be further amended by 
deleting from The Customs Tariff Amendment 
Act, 1939, being chapter two of the statutes of 
1939 (second session), the following enumera- 
tions of goods and rates of additional duties 
of customs: 

“Manufactured tobacco of all descriptions ex- 
cept cigars, cigarettes and snuff—5 cents per 
pound. 

Cigarettes weighing not more than three 
pounds per thousand—$1 per thousand. 

Tea, when the value for duty thereof under 
the provisions of the Customs Act: 

(a) is less than 35 cents per pound—5 cents 

per pound. 

(b) is 35 cents or more but less than 45 

cents per pound—74 cents per pound. 

(c) is 45 cents or more per pound—l0 cents 

per pound.” 
and by substituting therefor the following 
enumerations of goods and rates of additional 
duties of customs: 

“Manufactured tobacco of all descriptions ex- 
cept cigars, cigarettes and snuff—l5 cents per 
pound. 


Cigarettes weighing not more than three 
pounds per thousand—$2 per thousand. 
Tea, when the value for duty thereof under 
the provisions of the Customs Act: 
(a) is less than 224 cents per pound—d cents 
per pound. 
(b) is 223 cents or more but less than 30 
cents per pound—7% cents per pound. 
(c) is 30 cents or more per pound—l0 cents 
per pound.” 


3. Resolved, that schedule B to the Customs 
Tariff be amended by striking thereout tariff 
items 1042, 1044 and 1063. 


4. Resolved, that any enactment founded upon 
the foregoing resolutions to amend the Customs 
Tariff or schedules thereto shall be deemed to 
have come into force on the twenty-fifth day of 
June, nineteen hundred and forty, and to have 
applied to all goods mentioned in the foregoing 
resolutions imported or taken out of warehouse 
for consumption on and after that date, and to 
have applied to goods previously imported for 
which no entry for consumption was made 
before that date. 
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information of Parliament on the occasion of the 
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A. Review of Government Accounts, 1939-40. 
B. Review of Economic and Financial Conditions, 
1939-40. 
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DOMINION OF CANADA 


A. GOVERNMENT ACCOUNTS, 1939-40 


CoMPARATIVE SUMMARY STATEMENT OF REVENUES AND EXPENDITURES 


1. As the final figures for the fiscal year 1939-40 are not as yet available, 
all statements dealing with revenues, expenditures, investments and balance 
sheet items are estimated. It is expected that when the books of the year are 
finally closed, any variations from the figures shown herein will be of slight 
importance. 


2. The following tables show, by main categories and in detail, revenues, 
expenditures and the increase in net debt for the fiscal year 1989-40, together 
with comparable figures for the four preceding fiscal years: 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEAKS 
(000 omitted) 


Tax Revenues— E 
Customs import (Chika): NaonatE soo aoaan 
IBROPA. Chins BaaGacnonaanaccounbos. doodG 


War tax revenues— 


Insurance companies. 
MeOMencaxnere ete ete tecirclea sieiomyers 
SHIRE’ ¢ ce sopandeco Geonacs one pocacc 
Manufacturers’, importations, stamps, 

transportation taxes, etc........... 
WMS AXAOM EO seine crate eis ce reretetmelerieternvere et 


Total revenue from taxes................ 


Non-tax Revenues— 
G@anada GrainvActs eves cies arcresos\olefu 5 ele 
@Wanada!Garzectorncncemsmei we ceils 


Casual n. cosinneie ns 3 een cite as ometie 


VLE CULIGI DY erate eis tere wrelees cist Slane later eivse eisiell 
Fines and forfeitures................-.- 
ISNETIES sh. t cen eat cet eieerel rean ion aYonrstats 
Gas inspection 
Insurance inspection............0.s0s.- 
Interest on investments..............- 
Lands, Parks and Forests............. 
MATING: c5 trace av arcoateeioeitea src e.elelae 


Malitarye college sjtscncicalee sc sresicocshe 
Militia pensions revenue............... 
Ordnance land 6.5. ceeees.c sais is lites. 
Patent and copyright fees............. 
Renitentiariesstes saute sen cseceis © netic 
IPOst OMUCOLineee sete ntine tenis sete oe 
Premium, discount and exchange...... 
PubiiceWOrksiecsoma sce meee ere een 
Radio Licences. ). cues senna ere aioe 
R.C.M.P. officers’ pensions............ 
Weights and measures,............-..: 


Total non-tax revenue...............000- 
Total ordinary revenues..............-+- 


Special Receipts— 
DONUT TeCOIPtS errs cre aroeversione eaienieaake 


Other credits— 
Refunds on capital account............ 
Credits to non-active accounts......... 
Net credit resulting from various 
adjustments in Railway accounts! 
authorized by Canadian National 
Railways Capital Revision Act, 1937 


Total Special Receipts and Credits...... 


Grand Total Revenue........... 


1935-36 


$ 


74, 004 
44,410 


1,281 


1936-37 


$ 


83,771 
45, 957 


1,210 
775 
102,365 
112,832 


1937-38 


$ 


93, 456 
52,037 


1,107 
867 

120, 366 
138, 055 


1938-39 


142, 026 
122,139 


39, 572 


Estimated 
1939-40 


$ 


104, 301 
61,032 


949 
926 
134, 449 
137,446 


54,910 


372, 222 


320 


58,478 


445,029 


(2) 8, 464 


616 
45 


61, 646 


510, 298 


3,010 


62,310 


498, 017 


1, 256 


40 
2,858 


541,618 


164 


21 
20, 292 


372,596 


454, 154 


502,171 


562,095 


(1) As from November 1936, radio licence fees have been deposited to credit of The Canadian Broad- 


casting Corporation. 


(2) Includes $8,000,000 from Canadian Wheat Board taken into the accounts as an offset, in part, 
the disbursements in 1935-36 re losses on 1930 wheat pool] and stabilization operations. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS 


(000 omitted) 


ORDINARY EXPENDITURE 


PeeORISGrS 19.5555 ols iyi e «eee ene eas 
Auditor General’s Office..............-.- 
Civil Service Commission............... 
External Affairs, including Office of 
ratty MSISGOT cecasene hada e a eenwsan oe 
Finance— 
Interest on Public Debt............... 
Cost of Loan Flotations and Annual 
Amortization of Bond Discounts and 
PORN YRISHIOOS Ooo. a5 cdccyege «a ve ote 
Premium, Discount and Exchange (net) 
Subsidies to Provinces................ 
Special Grants to Provinces...... 
Other Grants and Contributions 
Civil Pensions and Superannuation.... 
Government contribution to Super- 
mMTACION LONE: <. «stsaup'e hanes toe de 
Old Age Pensions, including pensions 
to blind persons commencing in 1937- 
General Expenditure..............--+- 
in Gli ARs agen ae eC Pen wae > 
Governor General and Lieutenant Gov- 


MESSE MN A Roars sa. Soe aes cee ere ars 
Technical Education...............--- 
Government Annuities— 

Payments to maintain reserve....... 

Legislation— 

Ficuse Of COmINONS. : 2. cis 65 2522 = se ors 
Library of Parliament................- 
ES ee Eee oe ee ec 
RRORAL TS. co eiic dee Ras ds te sce eeee mae 


Mines and Resources— 
PR AERA ITLSEPH NON |= Foe We a gee 8s couse ste 
Immigration and Colonization......... 
MTLIA ALIAGTR os isan co gis oh hear ern 
TSEGEBOT 5 hi cuidene sae vo pa TA a3 ale sia 
Lands, Parks and Forests..........-. 
Surveys and Engineering............- 
Mines and Geological Survey.......... 
Movement of Coal and Subsidies under 
Domestic Fuel Act.....06-c.cesccees 
National Defence— 
AA HsHIGEEA GON ou). > aa oc oe oF oe we ce oe 
Militia BOLVIGE... ccccens cence o senep ae 
Waval ServiCe.....cccncrcrenceneenver 
ME ETICR gs cup cc ee eo kase dares ose. 
Sundry Services.........-.2++seseeeees 
National Revenue (including Income 
pS NE Sore ook | oo 
Pensions and National Health— 
Administration.......--..----eees--e: 
Treatment and after-care of returned 
SE Uy CEE EERE Cea ry 
Pensions, War and Military. 
Health Division. .........6.seseseeses 


(1) Prior to 1937-38 general administration expenses we 
of the respective services of the departments which were amalgamated 
and Resources. The figures from 1938-39 represent only Departmental A 
tration costs being included as in other departments, 


1935-36 


1,290 
134, 549 


3,577 


13,769 
3,975 
736 
854 


2,108 


10, 141 
2,380 
3,777 

879 


10, 963 


11,060 
42,790 
993 


1936-37 


11,579 
42,801 
873 


1937-38 


1,450 
132,118 


4,555 


13,735 
7,475 
560 
712 


2,065 


45 


(4) 1,491 
1,163 
4,897 


1,910 
933 
658 


2,521 


17,221 
4,372 
10,018 
1,149 


11,870 


12,109 
42, 240 
957 


1938-39 


127, 996 


4,914 


13, 752 
7,475 
643 
638 


2,220 


29,044 
3, 689 
2,036 


226 
194 
2,748 
2,675 
788 
27 


114 


(t) 184 
1,335 
5,305 


2,249 
1,325 
1,340 


1,921 


(7) __ 409 
15,772 

6, 590 
11,216 
447 


11,899 
14) 118 
13,453 


42,181 
1,012 


Estimated 
193940 


129,315 


4,992 


13,769 
5,475 
660 
574 


2,271 


29,977 
3,959 
2,320 


458 


(1) 180 
1,338 
5,579 


2,117 
1,406 
1,325 


4,532 


(@) 166 
5,995 
1,869 
4,852 

310 


12,064 
(?) 126 
14,778 


42,217 
1,113 


re not segregated from other expenditures 
to form the Department of Mines 
dministration, other adminis- 
under the respective services. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 


————————————————————————————————————______ nnn EEE EEE 


Orpinary Expenpitrure—Concluded 


VEPeY=th LO s5KC ye Gos Som erO Ne DOOM ONC ES 2 
eravayn @OUNCM eer ce cre ciero!ataraieiclereleveiele te «Yel 
IMA SHOWA hy Syapsamoeconn bor cemnoodD 3 
Public Printing and Stationery.......... 
Public Onkisnccscmcck «cle tosiate cmt eiciea's siete 
Royal Canadian Mounted Police 
Secretary of State... ..0.-sccnece $8 
Soldieribettlementece ccs te cnres cc iclsele ers 


Transport— 
PN I INIStTALION tease leitac/oaieisieeve rielecters 
ISM Oa saLe A>, ROO ON GOUT GOO GOUOOCD 
INGR TING HORVCE ee eieiare cies teisisic alevers. weiele erexe 
Canadian Radio Commission.......... 
Canadian Travel Bureau.............. 
Railways and Canals...............-: 
Maritime Freight Rates Act.......... 
Railway Grade Crossing Fund........ 


Total ordinary expenditure...... 
Carrrau ExPENDITURE 

Jatt lheenidcenc ne SOO AT DED OF Bode Gap Ooos 

Total capital expenditure........ 


SpeciAL EXPENDITURE 


Unemployment Relief Act, 1930......... 
Unemployment Relief Act, 1931......... 
Unemployment Relief Act, 1932......... 
Unemployment Relief Act, 1933......... 
Unemployment Relief Act, 1934......... 
Unemployment Relief Act, 1935......... 
Administration—Relief Acts...........- 
Grants-in-aid to Provinces............... 
Material Aid to Provinces, including 

municipal improvements projects...... 
Dominion share of joint Dominion- 

PProvancialeprojectsancndere cao seeeerin 
Mominion Lrojects sasesg reece eee 
Transportation facilities into mining areas 
Railway Maintenance Relief Work...... 


Western Drought Area Relief— 

DITEchi RONEL seep peta ae weeded arse 

Feed and fodder and freight thereon.. 

Freight charges on movement of cattle 

Expenses of marketing cattle.......... 

Purchase and distribution of food 
BEULIS rea eee tis eee ion eae 

Prairie Farm Assistance Act, 1939— 
Netloxpendituresc aceite eee 


1935-36 


1936-37 


1937-38 


33,762 
48 

170 
161 
12,382 
6, 308 
693 
801 
4,070 
1,675 


2,029 
(2) 417 


(3) 2,935 
4,290 


1938-39 


$ 


35, 456 
49 

159 
191 
15,484 
6, 145 
730 
758 
4,763 
1,847 


1,993 
(?) 371 


(8) 3,457 
4,271 


Estimated 
1939-40 


8,751 


24, 586 


9,146 


oO 
a 


lesa -ashielet | 


7,500 
9,105 


(2) Prior to 1937-38 in the case of the Department of Transport and prior to 1938-39 in the case of Nat- 


jonal Defence and Pensions and National Health general administration expenses were not segregated 


from other expenditure of the respective services of the departments. 


(8) Prior to 1937-38 expenditures on civil aviation, now the Air Service Branch of the Department 
of Transport, were included under expenditures for the Air Service Branch of the Department of National 


Defonce. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 


DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 
os Estimated 
1935-36 1936-37 1937-38 1938-39 1939-40 
$ $ $ $ $ 
SpecisL ExPeNnDrruRE—Concluded 
Public Works Construction Acts......... 29, 581 — = — = 
1930 Wheat Crop Equalization Payments 
ERE eae cists citar vis < 5 Baw gk osaialshe eerie a 6, 600 _ me me a 
Loss on 1930 Wheat Pool and stabilization 
operations— 
Payment to Canadian Wheat Board 
of net liability assumed as at Dec. 2, 
BGG Es oS ae Gass <a ce ee es ceKeeae os 15,856 — — = nam 
Loss on 1930 oats pool under guarantee 
of bank advances to Canadian Co- 
operative Wheat Producers, Limited 174 —_ = = = 
Provision for reserve against estimated 
losses on 1938 wheat marketing 
MODPORLCER AS on so Bheides nak ae cantes _ _ _ 25,000 27,000 
52,211 _ _ 25,000 27,000 
War IUIpenditares. vs os,0:9,000 4s nomen ee _ _ _ _ 118,340 
Total special expenditure........ 102,047 78,004 68, 535 71,896 207, 453 
GovERNMENT OWNED ENTERPRISES 
Losses charged to Consolidated Fund— 
Canadian National Railway System, 
BEGAREELH TINOR. wees tme sco vale neces? 41,796 37,449 37,882 48,194 34,851 
Paes LANGS 0.00454 <2 nk ewe eneep = 5,625 5, 854 4,464 6,120 5, 245 
Prince Edward Island Car Ferry and 
TG ee OP CORN Cer — _ _ (4) 388 427 
Canadian National Steamships........ 270 — — — _— 
National Harbours Board...........-- 1,126 250 289 138 04 
Trans-Canada Air Lines..............- _ _ lli 818 412 
Central Mortgage Bank............+++ —_ _ —_ — 16 
Total charged to consolidated 
iT: ER en ee Por se 48,817 43,553 42,746 55, 658 41,045 
Loans and advances non-active— 
Canadian National Steamships........ (Cr.) 333 |(Cr.) 1,754 104 6 8 
National Harbours Board...........-. 2,456 ; 1,983 3,279 1,027 
Total non-active advances....... 2,123 665 2,087 3, 285 1,035 
Total government-owned enter- 
PEE SIO, EME EE 50,940 44,218 44,833 58,943 42,080 
OTHER CHARGES 
Write-down of assets chargeable to Con- 
solidated Fund— 
Drought Area Relief Loans, 1934-35— 
Province of Saskatchewan........... _ _ — — 1,374 
Reduction in soldier and general land 
settlement loans.........----++--++++5 488 628 750 1,023 1,643 
Yearly established losses in seed grain 
and relief accounts—Department of 
Mines and Resources.......--+++++> ‘s 27 44 14 18 10 
Canadian National Railways Securi- 
ties Trust Stock—Reduction due to 
line abandonments during calendar 
years 1938 and 1939..........-.+:++-- _ _ ?) — 2,713 2,600 
Cancellation of Canadian Farm Loan 
Board—Capital Stock............++- _ 10 14 ll 
Province of Manitoba Treasury Bills.. _— -- (4) 805 =? coed 
Province of Saskatchewan Treasury =~ = - oa (4) 17,682 
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SLACEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Concluded 


(000 omitted) 


SS eee nnn ET 


— 1935-36 1936-37 1937-38 1938-39 | Estimated 


1939-40 
oe St Se SS ee ee 
) on-active Accounts— 

General Land Settlement Loans....... _ _— 139 — — 
Active assets transferred to non-active. — (8) 18, 487 — — — 
Fulfilment of guarantees— 
The Saskatchewan Seed Grain Loans 
Guarantee Act, 1936..............- _ — _— _ 2,638 
Total other charges............. 515 19,179 1,718 3, 768 25,958 
Grand total expenditures........ 532,585 532,005 534, 408 553,063 680, 516 


2a EEE Ee ee ee ee ee 

(1) Included with Eastern lines in previous years. 

(2) An amount of $711,000 representing line abandonments during the calendar year 1937 was included 
in the adjustments resulting from the Canadian National Railways Capital Revision Act, 1937. 

(8) Dominion contribution to Voluntary Debt Adjustment Program effected in Provinces of 
Manitoba and Saskatchewan respecting Drought Area Relief that was financed by the Dominion up to 
January 1, 1935—Manitoba $805,000, Saskatchewan $17,682,000. 

(4) These amounts are offset by a contra account on the revenue side. 


SUMMARY OF REVENUES AND EXPENDITURES 
(000 omitted) 


—————————————————————————eeEeEeEeEeEeEeEeeeeeeeeeeeeee nnn EEE 


a 1935-36 | 1936-37 | 1937-38 | 1938-39 | Pstimated 


1939-40 
$ $ $ $ $ 

Ordinary expenditures.................-- 372,539 387,112 414, 892 413,032 397,996 

Ordinary. revenuesiens. aie cise 372,222 445,029 510, 298 498,017 541,618 
Deficit (—) or surplus (+) on ordinary 

BACCOUMb tarot he eniosia ee ition hie —317 +57,917 +95, 406 +84, 985 +143, 622 

Special expenditures..............--.0055 102,047 78,004 68,535 71,896 207,453 

Less special receipts................- 320 8,464 3,010 1,256 164 

Balancer. cack ses cu fete Giowiaecire ieee 101,727 69,540 65,525 70,640 207,289 

Add—Capital expenditures.............. 6,544 3,492 4,430 5,424 7,029 

“ Government owned Enterprises... 50,940 44,218 | - 44, 833 58,943 42,080 

SRO therigharges cece neonate 515 19,179 1,718 3, 768 25,958 

' 159,726 136,429 116,506 138,775 282,356 

Less other credits..............-0.:- 54 661 3,385 2,898 20,313 

; 159, 672 135,768 Tis ,tet 135,877 262,043 

Add deficit or deduct surplus as above. . 317 57,917 95,406 84,985 143, 622 


Over-all deficit or increase of direct net 
Geb reece ais Aas. Moontoeeeens 159, 989 77,851 1 f(s) 50,892 118,421 


a 


9 
REVENUES, 1939-40 


8 The total revenues of the Dominion from taxation and other sources, 
not including $20,292,000 of credits to non-active account which necessarily 
appears also on the expenditure statement, aggregated $541,803,000. This 
represents an increase of $26,952,000 or 5-2% over the previous all-time record 
revenue received in the fiscal year 1937-38. Compared with last fiscal year, 
1938-39, the increase was $42,490,000, or 8-5%. 

4. Total revenue from taxation amounted to $467,685,000, an increase of 
$31,978,000 over that collected in the previous year. With the exception of 
(1) income tax, and (2) manufacturers’, importations, stamps, transportation 
taxes, etc., the main sources of taxation recorded substantial increases over last 
fiscal year. These increases arose out of taxation changes effected by the 
emergency budget of September 12, 1939 and improvement of business con- 
ditions generally. 

5. The sales tax replaced income tax as the largest single revenue producer. 
Receipts from this tax totalled $137,446,000, an increase of $15,307,000 over 
1938-39. This increase was due in part to improvement in general business 
activity and in part to the removal from the schedule of exemptions of electricity 
and gas used for domestic purposes, salted or smoked meats and canned fish, 
as provided for in the budget of September 12, 1939. 

6. Income tax receipts totalled $134,449,000, a decline of $7,577,000 from 
that collected in the previous year. This decline was principally in the collec- 
tions of the tax on corporation incomes based on 1938 earnings. Of the receipts, 
$77,920,000 was from the tax on corporation incomes, $45,407,000 from the tax 
on individual incomes, and $11,122,000 from the 5% tax collected at the source 
on interest and dividends. 

7. Other excise taxes including the stamp tax on cheques, etc., and the 
taxes on sugar, automobiles and rubber tires, matches, toilet preparations, 
pullman tickets, telegraph and telephone messages and other miscellaneous 
commodities realized $28,582,000, a decrease of $10,990,000 from the previous 
year. The removal of the 3% tax on importations under the intermediate tariff 
resulted in a loss in revenue from this source of $13,612,000. The difference, 
namely $2,622,000, represents the net increase in other items of excise taxes. 

8. Receipts from excise duties, mainly on liquor and tobacco totalled 
$61,032,000, an increase of $9,718,000. This increase was due largely to the 
increased duties on liquor and tobacco following the budget of September 12, 
1939. 

9, The greatest increase in revenues from any one source occurred in customs 
import duties, where a total of $104,301,000 was realized, compared with 
$78,751,000 for the previous fiscal year, an increase of $25,550,000 or 32-4%. 
Of this increase it is estimated that approximately $6,600,000 was obtained from 
the tariff increases provided for in the September, 1939, budget. The balance 
of the increase reflects improvement in conditions generally, due in part at least 
to expanding activity brought about by the war. 

10. Non-tax revenues or revenues from services rendered by the various 
departments and interest on investments, totalled $73,933,000 compared with 
$62,310,000 in the previous year. The largest non-tax item is the receipts of 
the Post Office which totalled $36,729,000 during 1939-40, an increase of 
$1,441,000 over the preceding fiscal year. The cost of operations of the Post 
Office last year was practically the same as its receipts, there being a nominal 
surplus of $2,000. Last fiscal year there was a nominal deficit of $168,000. 
The Post Office accounts do not include the rental value and other costs of 
premises occupied and equipment used, nor do they include any credit to the 
Post Office for services rendered to other departments through the free use of 
the mails. 
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The second largest non-tax revenue item is Interest on Investments which 

totalled $13,394,000, an increase of $231,000 over that received in the previous 
ear. 

i Casual Revenue including mint handling charges and net profits on coinage, 

Dominion’s share of surplus profits of the Bank of Canada, receipts from various 

provinces for services rendered by the Royal Canadian Mounted Police and other 

miscellaneous items totalled $9,373,000. 

The large amount shown as Premium, Discount and Exchange revenue is 
due mainly to the redemption of the 33% 1930-50 loan of £28,162,776, which 
was called for payment and paid at the current rate of sterling. 

11. Special Receipts and other credits amounted to $20,477,000. The 
main item in this category is the credit of $20,292,000 made up of $17,682,000 of 
Province of Saskatchewan treasury bills written off from non-active account; 
$2,600,000 of Canadian National Railways Securities Trust Stock written off 
because of line abandonments during the calendar year 1939; and $10,000 
representing the yearly established losses in the seed grain and relief accounts 
of the Department of Mines and Resources. All of these amounts necessarily 
appear on the expenditure statement under the heading of ‘Other Charges”. 


EXPENDITURES, 1939-40 


12. The comments which follow will deal with expenditures classified by 
the usual main categories: Ordinary Expenditures, Capital Expenditures, 
Special Expenditures (including relief and war), Operating Deficits of and Non- 
active Advances to Government Owned Enterprises, and Other Charges. All 
disbursements under these categories are included as expenditure in arriving 
at the over-all deficit or increase in net debt. 


ORDINARY EXPENDITURES 


138. Ordinary expenditures, which include interest on the public debt and 
the general administrative expenses of the Government totalled $397,996,000, 
a decrease of $15,036,000 from the previous fiscal year. 

The largest decrease in ordinary expenditures is in the Department of 
National Defence where by reason of the war a change in policy was instituted 
as from September 1, 1939 which involved the charging of certain expenditures 
of this department to War Expenditures. These are included in the totals 
shown under section 15. Certain Defence Expenditures, totalling $3,770,000, 
originally set up as Capital have been charged to Ordinary Account pursuant 
to Item 205 of the Main Estimates, 1940-41. Ordinary expenditures of the 
Public Works Department decreased approximately $2,400,000 and special 
grants to provinces were reduced by $2,000,000. 

There were no very large increases in the ordinary expenditures of any 
particular department. Expenditures of the Department of Agriculture in- 
creased by $2,290,000. Interest on public debt was up by $1,319,000. The 
Dominion’s share of Old Age Pensions, including pensions to blind persons was 
$933,000 higher than last fiscal year. Payments in connection with the move- 
ment of coal under the Department of Mines and Resources increased by 
$2,611,000. The only other increase of any considerable amount was for the 
treatment and after-care of returned soldiers which increased by $1,325,000. 


CAPITAL EXPENDITURES 


14. Total expenditures charged to capital amounted to $7,029,000 com- 
pared with $5,424,000 in the previous year. The main items in this category 
are expenditures arising out of dredging the St. Lawrence Ship Channel and the 
construction and improvements of airways and airports. 
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SprciaL EXPENDITURES 


War Expenditures— 


15. Expenditures arising out of the War are treated as special expenditures. 
The amount actually expended and charged to the fiscal year 1939-40 was 


$118,340,000 divided by departments and services as follows :— 


Agriculture— 
Paschase of Anpled. ch ocee oa as soe. ee 
Purchase of Fibre Flax Seed................ 
Program to encourage production of essential 
agricultural war supplies..............--. 
CLS og Ae OnE er rine rere ie ein, & 


Auditor General’s Office— 


Audit of War Expenditure. .............+-.-:- 


Civil Service Commission— 


Additional War Expenses............-+++-++: 


External Affairs— 
Establishment of new offices abroad......... 


Finance— 
Comptroller of the Treasury— 
Dependents’ Allowance Office and Outside 
Betablishments: oo 6. cose. ora es 
War Supply Board Administration.......... 


Justice— 
tee (COUN... nee eee ee 
Defence of Canada regulations............-- 


Labour— 


Wartime Prices and Trade Board...........-- 


Mines and Resources— 


Repatriation of distressed Canadians abroad. . 


National Defence— 
A rTRbTATION. <<. ake ue <1 se eee ae 
Military Services.........----s++eeeeeeeeee 
CnpOrind «x= ead eae K Meo Ten ss 
Be tereiOUt. << ccare oe eect eek gre gas 
Waval Services «si wes 0x esas ao OR ee ene 
ae SAPVICOR. «oc ss Ln ceed clone as Sees 
British Commonwealth Air Training Plan... 


National Harbours Board— 


St. John—Dredging—Courtenay Bay.........-. 


National Research Council— 


National Revenue— 


Censorship of Publications.......-.++++++++++ 


Scientific and Technical Work........--+--++: 


1,302,000 
1,000 


39 ,000 
35,000 


6, ee Bom, oleae ie ce 


$9.66 6.6) 4 6 8) a.® 


358 ,000 
215,000 


1,000 
13,000 


+ 6 ss 0 oho ss Sue 


* 6m. ww ee Sepa an em 


504 ,000 
67,323,000 
99 ,000 
274 ,000 
11,351,000 
28 554 ,000 


4,257 ,000 


o/3.e2 * «8 RRS 


$ 1,377,000 
8,000 


6,000 


76 ,000 


573 ,000 


14,000 
55,000 


18,000 


112,362,000 
70,000 


121,000 


2,000 
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War Expenditures—Concluded 


Pensions and National Health— 
Hospitalization Expenses— 
CARS ME GR Leet PR rae Eas TR, ORIEE. of 
RCMP eer ere ae Sm kame Fes, GE 
ATER ATG MERE CA IGION Se eae ene ee 


Post Office— 
Censorship Co-ordination Committee 


(Postal Censorshipyes «7 ase ues eee eee 


Privy Council— 
Censorship Co-ordination Committee........ 
Sub-Committee of the Cabinet on Public 
LifOrmatwon 0), acter ke See eee re eee 


Public Works— 

New Office building in Ottawa.............. 
Furniture, etc., for new employees........... 
Alterations to buildings. ee kee eee 
Rental of ew premises. wees co. ee eee 
Construction, repairs and improvements to 

drydocks and dockyards;...-0. +0 ane o: 
Halifax barracks and torpedo building....... 
SUNGTIES: |-.2- seers oe eee Mee meee ate 


Royal Canadian Mounted Police— 


Increase in strenginass ce. seers: ace ee ee: 


Secretary of State— 
Censorship Co-Ordination Committee (Press 
Censorship Divisions 4.0 een 
Internment Operations: 4.0.2.0... 0.0.02 
Eaplic [nformation OMice. ma) qaeae ore ser 
DUNIATION Sogou ae ett Oia ee eee oe ee oe 


Trade and Commerce— 


Expenses ré Canadian Shipping Board.......... 


Transport— 
Airport and airway facilities and aerodrome 
RIVES 25: SL. ars upon ee tee cite OE ee 
Meteorological services—wartime............ 
Radio services—wartime...............-+-- 
Canals services—canals protection and special 
PUOtARe os ass ea oe Tn ee eee 


Marine services—increased services of Marine 
Service Fleet, and replacing of buoys...... 
SONGTICS 2.4.55 05 oa ee te eee ere 


778 ,000 
49 000 
56 ,000 
17,000 


© S00: ee (s) .*) eae op 


137 ,000 
263 ,000 
203 ,000 

87 ,000 


138 ,000 
25 ,000 
71,000 


18 ,000 


75,000 
23 ,000 


900 , 000 


70 ,000 


30 ,000 


829 , 000 
1,400 ,000 


75,000 
4,000 


350 ,000 


$118 ,340 , 000 


Relief Expenditures— 


16. Special expenditures for the alleviation of unemployment conditions 
and of agricultural distress amounted in 1939-40 to $62,113,000 compared with 
$46,896,000 in the previous year. Payments to provinces under the Material 
Aid and Municipal Improvements Projects agreements amounted to $19,534,000 
compared with Grants-in-aid to provinces the previous year of $17,037,000. 
The Dominion’s share of joint Dominion-Provincial projects, including trans- 
portation facilities into mining areas and the development of tourist highways, 
increased from $7,472,000 to $8,268,000. The total cost of public works and 
other projects including administration for which the Dominion assumed sole 
responsibility amounted to $25,206,000 as compared with $13,241,000 during 
the preceding year. 


Special drought area relief in the Province of Saskatchewan was confined to 
the earlier months of the fiscal year, and consequently expenditures under this 
heading declined from $9,146,000 in 1938-39 to $1,605,000 in 1939-40. How- 
ever, as an offset to this reduction, there was an expenditure during 1939-40 
of $7,500,000 under the Prairie Farm Assistance Act, 1939, representing the 
net cost to the Dominion in connection with the acreage bonuses paid to farmers 
under the Act. 


The following table compares relief expenditures during each of the last 
two fiscal years: 


1938-39 1939-40 
Material Aid to Provinces.........<.+..-++--.-8 17,087,000 $ 18 ,291 ,000 
Dominion’s share, Municipal Improvements pro- 
SS LU a i aR 18 hy Bel acaiearc ad le hee Sie 1 , 243 ,000 
Dominion’s share of joint Dominion-Provincial 
Projects. ha sshd A AAR eee ahah 7,472 ,000 8 , 268 ,000 
Dominion Projects— 
Department of Agriculture.........+---+-+++- 3,338 ,000 3,620 ,000 
ef Fisheries 3 21. Gog 229 Oe: 533 ,000 232 ,000 
Mines & Resources........---- 1,672 ,000 2,752 ,000 
re National Defence............-- 369 , 000 137 ,000 
“ Publia Workausiesdmaay ora: 5,780,000 13 ,338 ,000 
43 Tranaporty ce, ti tas sae ernaness 1,076,000 4,296 ,000 
Sundry Departments........5.--++ seer eee eee 473,000 831,000 
Western Drought Area Relief— 
Direct Relief and Agricultural Relief........-- 8 ,869 ,000 1,605 ,000 
Foodstuffs. ......650 5.588 PU. RDN Re aR 27, QOD: scot gre hae aie 
Prairie Farm Assistance Act Net Payments......-----+-++++-> 7,500 ,000 


$ 46,896,000 $ 62,113,000 
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17. The following table shows the Dominion’s relief expenditures of a 
direct nature since the passing of the first Relief Act in 1930: 


(000 omitted) 
Piet D Joint fork Dominion | Western Write-off peck 
ae including | Provincial | Works | Drought | of . | Relief | Total 
Grants- | Works and ecient Relief L xpendi- 
in-Aid Projects moet ee cans tures 
$ $ $ $ $ $ $ 
Period Sept. 22/30 to Mar. 31, 

HOGG. SISA t Se octets 4b ohiasta de 77, 767 49,643 29,978 1). BG 088}. ssaivegacdes 3,532 176, 007 
Year ended Mar. 31/36......... 26,570 10, 408 38,282 (2) 4000) bee cece eas 306 79,416 
Year ended Mar. 31/37......... 28,931 12,472 27,585 8,751 |(3) 18,487 265 96,491 
Year ended Mar. 31/38......... 19,530 10,165 13.847 24° GEG! listener sea ae 407 68,535 
Year ended Mar. 31/39......... 17,070 7,472 12,919 0; PEG hos tisk cena 288 46,895 
Year ended Mar. 31/40 

(estimated). tesa as aerdy 19,534 8, 268 24,919 |(4) 9,105 | (5) 1,374 287 63, 487 

EPotell toca seni wssnee 189, 402 98.428 147,379 70,676 19.861 5,085 530, 831 


(1) Includes $5,000,000 Province of Saskatchewan Treasury Bills written off and charged to expenditure. 
(2) Represents Province of Saskatchewan Treasury Bills written off and charged to expenditure. 

(3) Written down to non-active assets as of March 31, 1937, and written off during 1939-40. 

(4) Includes net cost to the Dominion under the Prairie Farm Assistance Act 1939, $7,500,000. 

(5) Write off of Saskatchewan Treasury Bills re 1934-35 Drought Area Relief. 


In the above table no account is taken of loans to Western Provinces under 
Relief Acts, loans to cover labour cost of special railway works programs and 
losses borne by the Dominion as a result of wheat marketing operations. 


18. The last item in this classification covers losses arising from the 
Dominion’s guarantee of a price of 80 cents per bushel, basis No. 1 Northern, 
Fort William, for the Western Wheat Crop of 1938. At the close of the fiscal 
year under review there remained unsold a small quantity of wheat of the 1938 
crop and accordingly the losses of the Canadian Wheat Board in respect of the 
marketing of that crop were not finally determined. It was clear, however, 
that these losses would amount to at least $52,000,000. An advance of this 
amount without interest was made on account to the Board to enable it to 
pay off guaranteed bank advances. During 1938-39 a reserve of $25,000,000 
had been set up as a reserve in the accounts in respect of possible losses in 
marketing this wheat and the difference between the total advance of $52,000,000 
and this reserve, namely, $27,000,000 has been charged to the Dominion’s 
accounts in 1939-40. 


GOVERNMENT OWNED ENTERPRISES 


19. The next major classification of expenditures comprises the losses of, 
and non-active advances to, Government owned enterprises which are operated 
as separate corporations. 


Canadian National Railways 


20. The operating revenues of the Canadian National Railways for the 
calendar year 1939 amounted to $203,820,000, an increase of $21,578,000 or 
11-8% from the preceding year. All classifications of revenue tonnage, except 
forest products, showed substantial increases over 1938. 


Operating expenses of the Railways totalled $182,966 ,000 an increase of 
$6,790,000 or 3-8% over 1938. Most of this increase was in maintenance and 
transportation expenses necessitated by the increase in traffic. 


The net revenue available for interest on the railway’s debt was $10,635,000 
compared with a deficit before interest charges of $3,549,000 in 1938. After 
payment of interest charges of $49,814,000 due to the public and interest 
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charges of $916,000 due to the Government in respect of temporary loans for 
capital purposes, there was a net cash deficit of $40,096,000 compared with 
$54,314,000 in the previous year, a decrease of $14,218,000. 


_The operating deficit of the Prince Edward Island Car Ferry and Terminals 
during 1939 was $427,000 as compared with $388,000 in 1938. 


National Harbours Board 


21. The operations of the harbours and facilities under the administration 
of the National Harbours Board in 1939 recorded a small gain over 1938. Operat- 
ing income for the calendar year after payment of interest to the public but before 
depreciation and interest on Government advances, totalled $3,723,000 compared 
with $3,640,000 in the previous year. 

Financial assistance provided by the Government to the National Harbours 
Board and charged to Dominion expenditure in the fiscal year ended March 31, 
1940, amounted to $1,121,000. This amount was made up as follows: $94,000 
for the operating deficits of the harbours at Quebec and Churchill; $377,000 for 
non-active advances for the deficit of the Jacques Cartier Bridge at Montreal; 
$7,000 for retirement of debentures of the Saint John Harbour Commission and 
$643,000 for capital expenditures at Halifax, Saint John, Quebec, Chicoutimi 
and Three Rivers. 


The elevators at Port Colborne and Prescott operated at a profit during 
1939 and the Government received $325,000 from these sources which was 
credited to Casual Revenue. 


Canadian National Steamships 


22. Total earnings, especially passenger revenue, of the Canadian National 
(West Indies) Steamships Limited were seriously affected after the outbreak of 
war. The 1939 operations of the Company resulted in a surplus of $154,000 
after payment of interest on bonds held by the public but before depreciation 
and interest on advances from the Government. The comparable figure for 
1938 was $276,000. The 1939 operating surplus was paid to the Government in 
partial payment of interest. An advance of $8,000 was made to the Company 
for capital improvements of vessels under its control. 


Trans-Canada Air Lines 


23. The operations of the Trans-Canada Air Lines expanded greatly during 
the calendar year 1939. Operating revenue increased from $591,000 to 
$2,350,000. The annual deficit after payment of interest on capital and de- 
preciation decreased from $818,000 in 1938 to $412,000 in 1939. 


Central Mortgage Bank 


24. The operations of the Central Mortgage Bank for the period July 14 
to December 31, 1939, resulted in an operating deficit of $16,000 which was 
paid by the Dominion Government. Further information as to this Bank will 
be found under Loans and Investments. 


Summary 


25. The total amount charged to Government expenditures resulting from 
operating deficits and non-active advances to all government owned enterprises 
totalled $42,080,000 as compared with $58,943,000 in the fiscal year ended 
March 31, 1939. The decrease of $16,863,000 was mainly due to the reduction 
of the deficit of the Canadian National Railways. Loans and Advances to 
Government Owned Enterprises which are treated in the Public Accounts as 
Active Assets are referred to in a later section. 
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OTHER CHARGES 


“6. Other Charges, the final main category of expenditures, amounted to 
$25,958,000. The principal item included in this total was the write-off of 
Saskatchewan treasury bills from non-active assets to Consolidated Fund 
amounting to $17,682,000. Other items similarly dealt with were reduction of 
Canadian National Railways Securities Trust Stock of $2,600,000 representing 
line abandonments during the calendar year 1939 and the yearly established 
losses in seed grain and relief accounts of the Department of Mines and Resources 
amounting to $10,000. The total of these three items, namely, $20,292,000, is 
offset by a similar amount of Other Credits already referred to under Revenues. 

The annual write-off of Soldier and General Land Settlement Loans amount- 
ed to $1,643,000. Capital Stock of the Canadian Farm Loan Board in the 
amount of $11,000 was cancelled. An amount of $1,374,000 of Saskatchewan 
Treasury Bills was written-off as a final adjustment with respect to drought 
area relief assumed by the Dominion for the period September 1, 1934, to August 
31, 1985, 

Pursuant to the Saskatchewan Seed Grain Loans Guarantee Act, 1936, 
the Dominion was required to fulfil its guarantee with respect to bank loans 
to municipalities to the extent of $2,638,000. 


SUMMARY OF EXPENDITURES 


27. The grand total of the preceding expenditures, i.e., Ordinary, Capital, 
Special including War, Government Owned Enterprises, and Other Charges, is 
$680,516,000 for the fiscal year 1939-40. 


28. The following table shows the percentage distribution of revenues and 
expenditures for a number of important items of revenue and expenditure. 
Receipts from various taxes and other revenue sources are shown as percentages 
both of total revenues and of total expenditures. Similarly, several of the main 
items of expenditure or groups of such items are shown as percentages both of 
total expenditures and of total revenues. This table should only be used for 
the purpose of drawing broad conclusions as to the relative burdens imposed 
on the treasury by the several important services or obligations of Government. 


PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1939-40 
(000 omitted) 


Percentage 
Revenues cme P erent A wider 
(estimated ) xpend- 
Revenues pa 
$ % %o 
Ordinary Revenue— i ; 
Incomed axe aoan- kis cb ee ee ete Ey eee Peeks 134,449 23-92 19-76 
@ustomsplimport: Duties vcr aera ge ee eee eee 104, 301 18-56 15-33 
UX CSO MLDUTIO Be aes oie Seis ol arene Tree ean sr 61,032 10-86 8-97 
Sales Paxton 026 vices dence eee ee ae eee 137,446 24-45 20-20 
Manufacturers’, importation, stamp taxes, etc................. 28, 582 5-09 4-20 
Othertax revenuesset. sete ee eee 1,875 0-33 0-27 
Motaluheventio drome lAxes-peeeer eae een ete ere 467,685 83-21 68-73 
IN on=tax Reventesrc.0 eee ene ee ee 73,933 13-15 10-86 
. MotaliOrd inary sRevenliona- scree cee ee cree 541,618 96-36 79-59 
SpecialoReceipts.and Credits: . 0 10, ay eee eo a 164 0-03 0-02 
Other Receipts and Credits— 
Refunds of capital expenditures and credits on non-active 
ACCOUNTS ms. ei atta Ne eae eile écolete El Te Ee ne evans 20,313 3-61 2-99 
Grandi Total Revenues s:s.-+04 os ete aes eee 562,095 100-00 82-60 
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PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 


1939-40—Concluded 
(000 omitted) 


pe 1S 103 Uti s +. Saleh Deng) 68 ee ee 


Expenditures 
o> eee 


Ordinary Expenditure— 
Interest on public debt.....- 2.6. 0csecee cscs tee e estes eteees 
Cost of loan flotations and amortization charges.....-...-.-.. 


Public Debt Charges icl f... vcas pM east Secale obs 


Subsidies and special grants to Provintes........-..-.--+-++++- 
Cidvage Pensious: . Jo .04: s.r are eee are) Gara ae ce ce 
Civil pensions and superannuation.,.......-..-+-.----0eesee: 


Pensions and after-care of soldiers— 
Pensions, war and military..........--.- IA Aek HA Bete 8 
Treatment and after-care of returned soldiers..........-.-- 


2 (5 en eS IE. a ee Ree Eran oa nto or 
SES OWING sa ncecg ec <2 ore = siaieile slo soe tide were cal a lee tae olte/a le oe eres 
MIR ETIOS as Sees ool es pe OE Pe AN Oe EL SETS Caras cnt Ma 
Tpeeiahions). 602d. ld domac ging ese eee sa tata gmienys ae sates 
WMenesd and .ResOurCOS. «isc 5 <aee ae ete teehee pens ae 
Mutional Detence:......e- eee crseee singe talents vivinee 
East EEG hs 5 A PR se ER Nc invcis ecnfor sia orraenetonee 
PPG Wr noe ce as a ateteye esate eee ems > eee leer eee a 
SP SAGEDOFE. «00. ccreat ta nea 5 a een Sastre aa acca ais 
PASTE rere acid ot, 5 et Re Eola = anit ote atts Mtorate ni aia eterere 


Total Ordinary Expenditure.......-..-..-.--+++-+++5- 
Capital Expenditure— 


Railways.. 
Publie Works 


Total Capital Expenditure........-.---.----++-eeeeee: 


Special Expenditure— 
Reserve for losses on wheat......---.---0+0eeee- setters 
Material aid to Provinces, including improvements projects. . 
Dominion projects..........-. 0. ese ee recente teen ene ene ence ee 
Western Drought Area Relief.....-...-.--+-2+2-eseeese eee ees 
Miscellaneous relief.........---0+0ceceeee reece ee genet ee centers 


War expenditure..........-00 2. sree ee eee tae cee ee rete seers 
Total Special Expenditure..........--.--0--0s+eeeeees 


Government Owned Enterprises— 
Losses charged to Consolidated Fund— 
Canadian National Railways........----.-----s2- sees: 
National Harbours Board, Trans-Canada Air Lines and 
Central Mortgage Bank...........--+-e cere secre renee 
Loans and Advances Non-Active— 
Canadian National Steamships and National Harbours 
Flonrd secs oges oak cep ree a woe on See aoe es = ea 


Total Government Owned Enterprises......-.-------- 


Other Charges— 
Write-down of assets.......- : 
Fulfilment of guarantees—Saskatchewan Seed Grain Loans 
Graranteo Act, 1086.60.52. dacs nears cress s con ssmneynes +32 


Total Other Charges.........s:-ssseesrceceteeeereeee 


Grand Total Expenditures.......-.--+--¢se+eeee sees 


Percentage 

Amount of total 

(estimated)| Expend- 

iture 
$ % 

129,315 19-00 
4,992 0-73 
134,307 19-73 
19, 244 2-83 
29,977 4-40 
574 0-08 
42,217 6-20 
14,778 2-17 
56, 995 8-37 
11,817 1-74 
2,320 0-34 
2,320 0-34 
16,477 2-42 
13,192 1-94 
36,727 5-40 
13, 066 1-92 
15,424 2-27 
45,556 6-70 
397,996 58-48 

23 _— 
7,006 1-03 
7,029 1-03 
27,000 3-97 
19,534 2-87 
24,919 3-66 
9,105 1-34 
8,555 1-26 
118, 340 17-39 
207 , 453 30-49 
40,523 5-95 
522 0-08 
1,035 0-15 
42,080 6-18 
23,320 3-43 
2,638 0-39 
25,958 3-82 
680,516 100-00 


Percentage 
to total 
Revenue 


Be eS Se SSS ee 
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OVER-ALL DEFICIT 


29. Total revenues for 1939-40 amounted to $562,095,000, and total expen- 
ditures to $680,516,000, resulting in an over-all deficit of $118,421,000. In 
the preceding fiscal year, the comparable deficit was $50,892,000. 


LOANS AND INVESTMENTS 
Active Assets 


30. In addition to the expenditures for the year, as already outlined, the 
Dominion has made disbursements for the acquisition of investments which are 
considered as active assets in the Public Accounts. These active assets are 
deducted from the total direct debt in arriving at the figure of net debt. During 
the fiscal year 1939-40, the net increase in active loans and investments was 
$46,017,000 as compared with $27,557,000 in 1938-39. 


Loans TO PROVINCES 


31, Under authority of the annual Relief Acts, 1931 to 1935, inclusive, the 
Dominion had power to grant financial assistance to a provincial government 
by way of loan, advance or guarantee without limitation as to purpose or amount. 
Up to the close of the fiscal year 1935-36, loans had been granted to the four 
Western Provinces for purposes other than relief including the retirement of 
maturing provincial obligations, and, to a limited extent, ordinary provincial 
government expenditures. Since April 1, 1936, the Dominion’s lending power 
has been limited to the making of loans only where necessary to enable a province 
to pay its share of expenditures pursuant to agreements with the Dominion 
entered into under authority of the relative Relief Act. 


32. The total amount of loans advanced during the fiscal year 1939-40 
was $12,191,966, divided as follows:— 


Manitoba kien ee ni0 hick see Seu. ae ee 2,012,000 
Daskatchewanie. kt spark eammmce este. e\s aes <M) 8,633,414 
British Columaly pics A copter apes ashe ofenontiran avd pen eee 


In addition the Dominion accepted Saskatchewan Treasury Bills to the net 
amount of $1,614,335 in respect of certain interest accruals on previous relief 
loans which the Province was unable to pay in cash. 


33. During the year repayments of loans were made to the amount of 
$1,240,273 as follows: 


IVER TIC ODS Nee 2 scx al yt ee eet ee Eee $ 129,507 
pashkatchewama! 224 .:c eck an See Cede | 1,057,068 
Poa DELUCA soo ie ee bo eS he A 53,698 


34. The following tables show the net loans made to each province during 
each fiscal year and a classification of such loans on the basis of the general 
purposes for which the loans were given:— 
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NET LOANS TO PROVINCES UNDER RELIEF ACTS BY FISCAL YEARS 


Less Write-off as provided by 
votes 392 and 393 of further 


supplementary estimates, 
1936-37. 
Less Write-off Sask. Treas. 
Bills re 1934-35 Drought 
Area relief assumed by 
Dominion. (Principal $1,- 
250,000; Accrued int. pre- 
vious yrs. $123,979.81)...... 


‘ Saskat- British 
Manitoba chewan Alberta Columbia 
$ $ $ $ 

2,788,812 10, 934, 341 4,097,740 4,813,124 
5,171, 904 7,578, 556 1,902,041 912,636 
2,273,283 5,469,240 4,050, 743 1,321, 761 
2,874,631 10, 141,014 1,926,476 7,966,714 
2,396, 226 14, 245, 478 13, 104, 000 12,558, 445 
4,626,000 6,058,879 805, 198 3,972,400 
2,959, 188 11, 604, 787 193,000 1,541, 636 
1,405, 499 13, 708, 847 — —129, 506 
1,882, 493 9,190, 681 —53,698 1,546, 552 
26,378, 036 88,931,823 26,025, 500 24.503, 762 
804, 897 17, 682, 158 _— _ 
— 1,373, 980 — —_— 
25,573, 139 69, 875, 685 26,025, 500 34, 503, 762 


Total 


$ 


22,634,017 
15, 565, 137 
13, 115, 027 
22,908, 835 
42,304, 149 
15,462,477 
16,298, 611 
14, 984, 840 
12, 566, 028 


175, 839, 121 


18, 487,055 


1,373,980 
155, 978, 086 


pS Aen Sere an Sr Ee ne ee rr ant ieee 


NET LOANS TO PROVINCES UNDER RELIEF ACTS CLASSIFIED AS TO PURPOSE 


Loans Loans Loans for 
Specifically Specifically Provincial 
to meet for Agricul- Purposes 
— Maturing tural Relief, Generally In- Total 
Obligations Including eluding Direct 
and Purchase of Relief and 
Interest Seed Grain Public Works 
$ $ $ $ 
MYATT... 00.2 oo eee een se ene 1,139,455 234,819 25,003, 762 £6,378, 036 
Saskatchewan. . 3,934, 341 15,509,871 69,487, 611 88,931,823 
Alberta - ; 8,577,000 3,149,050 14, 299, 450 26,025, 500 
British Columbia............-+--++++- | 9,818,845 —_— 24,684,917 34, 508, 762 
23,469,641 18,893,740 133,475, 740 175, 839, 121 
Less write-offs as shown in the preceding table; Manitoba $804,897; Saskatchewan $19,056,138 19,861,035 
155,978, 086 


cae ne ee rn Bee Ls 


35. In addition to 
Railways, the 
amounting to 


Under Canadian 
1939 (capital e 


Ob RAHONS) ane ents ann nt rae re hts ots” Cute Geer eres 7 
Under Canadian Nation 
Construction of Senneterre- 
Purchase of Trans-Canada Air I 


Dominion made a 
$22,979,000, classified as follows: 


CANADIAN NATIONAL RAILWAYS 


paying the net income deficit of the Canadian National 


National Railways Financing and Guarantee Act, 


xpenditures and retirement of miscellaneous 


dvances to the Railway for capital purposes 


$12,443 ,000 
9,761 ,000 
325,000 

450 ,000 


$22 ,979 ,000 
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A loan of $1,500,000 made in the fiscal year 1938-39 in anticipation of the 
passing of the 1939 budget of the Railway Company was repaid in the fiscal 
year ended March 31, 1940. 

The Dominion purchased under authority of the War Measures Act and 
the War Appropriation Act appoximately $15,000,000 of railway equipment for 
the Canadian National Railways. As of the close of the fiscal year, equipment 
to the amount of $6,189,000 had been paid for and delivered. This equipment 
is being leased to the Railway Company under a hire-purchase agreement 
extending over a period of fifteen years. 

The Railway Company paid the second instalment of $517,000 under the 
terms of a hire-purchase agreement relating to certain equipment purchased 
by the Government in 1935-36 and 1936-37 at a cost of $6,723,000 and leased 
to the Railway. 

OrHER LOANS AND INVESTMENTS 


36. During the fiscal year the Government purchased a further $188,000 
of the capital stock of the Canadian Farm Loan Board and an additional 
$2,100,000 of the Board’s 34% bonds. Capital stock in the amount of $11,000 
was cancelled and written off. As at March 31, 1940, the total investment in 
the Canadian Farm Loan Board was $36,695,000. 


37. In the fiscal year under review, 4,936 loans were approved under the 
National Housing Act in the amount of $21,924,000, bringing the total to 
March 31, 1940, to $52,553,000. During the year, the Dominion’s share of 
loans actually paid out, less repayments by borrowers, was $4,393,000. The 
net amount of loans outstanding at the close of the fiscal year made under the 
authority of the National Housing Act and the Dominion Housing Act was 
$9,805,000. Loans under the National Housing Act are made jointly by the 
Government and approved lending institutions and are secured by first mortgage 
or hypothec, running jointly to the Government and an approved lending 
institution. Loans are normally made not in excess of 80% of the cost or 
appraised value of the completed property, whichever is the lesser. However, 
in the case of owner-occupied houses where the lending value does not exceed 
$2,500, a loan may be made up to 90% of the said lending value. Since January 
1, 1940, new applications for loans are received only in respect of the construction 
of houses containing one self-contained dwelling place and where the loan does 
not exceed $4,000. 


38. To March 31, 1940, the Government has approved loans to the amount 
of $5,272,000 under the Municipal Improvements Assistance Act, 1938, to 
municipalities to enable them to finance the construction of municipal self- 
liquidating projects. During the fiscal year under review, the amount actually 
paid out on such loans, less repayments, was $3,111,000. These loans bear 
interest at the rate of 2% per annum and are amortized over a period not longer 
than the estimated useful life of the project. The province in which the munici- 
pality is located is required to guarantee the payments for interest on and 
amortization of each loan. 


39. There was advanced during the year $947,000 to the National Harbours 
Board for capital construction purposes at the ports of Montreal and Vancouver. 
As a considerable part of the interest accrued on the obligations issued by these 
two ports has been paid to the Government, these loans are carried as active 
assets on the books of the Dominion. 


40. Loans to the Canadian Pacific Railway Company made in previous 
years for relief purposes were further reduced by $211,000. In addition, the 
Railway Company paid the second instalment of $441,000 under the terms of a 
hire-purchase agreement relating to certain equipment purchased by the Govern- 
ment in the fiscal years 1935-36 to 1937-38 at a cost of $5,730,000 and leased 
to the railway. Under the authority of the War Measures Act and the War 
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Appropriation Act, the Dominion purchased approximately $10,000,000 of rail- 
way equipment for the Canadian Pacific Railway Company. As at March 31, 
1940, equipment to the amount of $2,904,000 had been paid for and delivered. 
This equipment is being leased to the Railway Company under a hire-purchase 
agreement extending over a period of fifteen years. 


41. The Government purchased capital stock of the Central Mortgage Bank 
to the amount of $250,000. On November 18, 1939, it was announced that the 
Government had decided that the Central Mortgage Bank should not commence 
active operations for the time being. The existing state of war and the uncer- 
tainties regarding the effect which war might have on incomes and real estate 
values, made conditions so abnormal that the Government did not feel it would 
be practicable to make, with any degree of assurance, valuations that would 
provide an equitable and permanent basis for sound debtor-creditor relationships. 
There was the further consideration that the adjustments contemplated by the 
Act involved the use of the national credit on a substantial scale, and this also 
seemed undesirable in view of the very heavy present and prospective demands 
upon the national resources for war purposes. 


42. There was advanced to the Canadian Broadcasting Corporation the 
sum of $750,000 for capital construction, mainly for two transmitting stations 
located in the maritime and prairie provinces. The corporation repaid 
$50,000 on account of a loan made in the fiscal year 1937-38. 


43. During the fiscal year under review, the provinces of Manitoba, Nova 
Scotia and Prince Edward Island reduced by $699,000 loans granted by the 
Dominion in the post-war period for house construction. Loans for Soldier 
and General Land Settlement were reduced by payments of $1,116,000. 


44. Investments in Sinking Funds amounted to $4,189,000. Stocks of other 
loans amounting to $6,987,000, held in the Sinking Fund of the 33% 1930-50 
Loan which was called for payment on April 17, 1940, were transferred to a 
bond holding account to be repurchased later for the Sinking Fund of other 
sterling issues. This resulted in Sinking Funds Account showing a net decrease 
for the year of $2,798,000. 

45, The following statement shows the net changes in active investments 
during the last fiscal year together with comparable figures for the four preceding 
rears: 

? LOANS AND INVESTMENTS, ACTIVE 
(000 omitted) 


pee Estimated 

1935-36 1936-37 1937-38 1938-39 1939-40 
$ $ $ $ $ 
Sinking Funds..........-----++++seeeee- 3,636 3, 646 3,843 4,336 |Cr. 2,798 
Canadian National Railways........---- 3, 689 4,573 |Cr. 27,429 3, 841 21,479 
Canadian Pacific Railway.........--+++- 1,270 555 |Cr. 211 |Cr. 211 |Cr. 211 
Canadian Farm Loan Board.........---- 7,933 10,99 3, 848 2,834 2,288 
Dominion and National Housing Acts— 

BSA ee reer re hog ee 82 995 1,678 2,657 4,393 
Municipal Improvements Assistance Act, 

AOAR 9 ORKS, oi con dmeeorraenp ara sree e — — _ 815 3,111 
National Harbours Board............--- 1,438 323 1,890 692 947 
Provinces—under relief legislation....... 42,304 15, 462 16,299 14, 985 12,566 
Provinces—Post War Housing Loans.... ICr. 3,003 |Cr. 2,038 |Cr. 1,422 |Cr. 105 |Cr. 699 
Railway Equipment purchased.........- 7,244 5,120 89 |Cr. 1,399 8,135 
Soldier and general land settlement...... \Cr. 566 |Cr. 489 505 |Cr. 749 |Cr. 1,116 
Roumanian Government.........-++-++- | _— i. 359 — —- 
Bank of Canada—Capital Stock........ | _ 5,100 — 820 = 
Central Mortgage Bank—Capital Stock.| — _ a == 250 
Canadian Broadcasting Corporation..... _ _ 500 |Cr. 50 700 
Canadian National (West Indies) Steam-| z 

MGM secus dics ces co vboie bs tonemade meses} _ _ 450 — -- 

Wel Advanoeh:... 20.2 20serse nc [64,027 | 44,288 | 399 28,466 | 49, 045 
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LOANS AND INVESTMENTS, ACTIVE—Concluded 
(000 omitted) 


; Estimated 
1935-06 1936-37 1937-88 1938-39 1939-40 
$ $ $ $ $ 
Less write-offs— 
Soldier and general land settlement 
Roast tee ite ELS Bere RRO gee —488 — 628 —750 —895 —1, 643 
Canadian Farm Loan Board—Capital 
StOGise race et ee ee a —20 —10 —14 —il1 
Loans to Province of Saskatchewan— 
Drought Area Relief, 1934-35........ — — — — —1,374 
Write-down to non-active assets— 
Manitoba and Saskatchewan treasury 
Dillg S32) qaek ack bee eee eee — —18, 487 — — — 
Net change in active investments........ 63, 539 25,103 |Cr. 361 Pp asiy 46,017 


LOAN FLOTATIONS 


46. In the fiscal year ended March 31, 1940, the Government issued obliga- 
tions in the amount of $657,793,471. All these issues were floated in the Cana- 
dian market. Maturing obligations in the amount of $362,935,587 were 
redeemed out of the proceeds of the new issues, the remainder of the proceeds 
providing cash for the current purposes of Government. 


47. The following table gives details of the amounts, terms and purposes 
of the new issues and the prices at which they were sold: 


LOAN FLOTATIONS, 1939-40 


Price Yield at Issue Refunded 
Issue Maturity | Interest Where To rice ta Amount 
Date Date Rate Payable Mol league: Public Gavene Issued Amount Interest 
Public sient? Price arent Rate 
1939 % $ $ % % $ $ % 
May 15..|May 15, 1942 13 Canada 99-375 | 98-77 1-72 1-92 | 95,500,000)|( 37,362,000 1 
15,346,000 2 
1,690,500 24 
May 15..\June 1, 1958 3 Canada 98-50 97-71 3-10 3-16 | 39,000,000)|{ 30,101,500 4 
July 1..\July 1, 1940 4 Canada _ 100-00 —_ 4-00 33, 293,471 33,293,471 | 4 
(School Lands) 
2,638,000 1 
4,654,000 2 
Oct. 16../Oct. 16, 1941 2 Canada — | 100-00 —_ 2-00 | 200,000,000 6, 242, 500 24 
99,425, 979t 34 
17,168,000 4 
1940 
Feb. 1../Feb. 1, er 33 Canada 100-00 | 99-216} 3-27 3-36 | 250,000,000 | 75,013,637 3 
Mar. 1..|/Mar. 1, 1945 2 Canada _ 99-375 _ 2-13 | 40,000,000 | 40,000,000 
657,793,471 | 362,935,587 
Total amount issued for refunding purposes...........seeececseceencecerenevencees 362,935,587 
otal amount issued to provide tow Caaht., i. wacesevesnosacemsselieecte sca neces 294, 857,884 


657,793,471 


* Price to public, less commissions to dealers. 
_ _ f Amount outstanding of 1930-50 33% Registered Stock called for redemption on April 17, 1940, less amount held in 
sinking fund, converted at $4,86= £1. 

48. During the fiscal year under review, the issue fortnightly of three 
months’ treasury bills was continued. The last issue of treasury bills during 
the year ended March 31, 1940, was sold at a discount of -747 per cent. The 
average cost to the treasury of funds obtained from the twenty-three offerings 
during the year was a discount basis of -726 per cent. The amount of these 
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treasury bills outstanding at March 31, 1940, was $155,000,000 unchanged 
from the total outstanding at the close of the previous fiscal year. 


49. As at March 31, 1940, the average rate of interest on the Dominion’s 
outstanding direct funded debt (including treasury bills) was 3-40 per cent, 
as compared with 3-52 per cent on March 31, 1939. 


NATIONAL DEBT 


50. At the close of the fiscal year there was outstanding unmatured funded 
debt (including treasury bills) of the Dominion in the amount of $3,695,685,000. . 
Of this total, securities in the amount of $67,196,000 were held in the sinking 
funds against certain issues payable in London. The remaining amount, 
$3,628,489,000, was outstanding in the hands of the public. Other liabilities, 
consisting chiefly of annuity, superannuation and insurance funds, Post Office 
Savings Bank deposits, and trust and contingent funds, were outstanding on 
the same date in an estimated aggregate amount of $332,888,000. Without 
deducting sinking funds now shown as an asset, the gross liabilities of the 
Dominion totalled $4,028,573,000. On the other side of its balance sheet, the 
Dominion had active assets of $757,593,000 representing cash on hand, sinking 
funds and active loans and investments. The net debt of the Dominion, the 
difference between the gross liabilities and the active assets, is therefore estim- 
ated at $3,270,980,000. The increase over the same date last year amounted to 
$118,421,000, namely, the amount of the over-all deficit for the fiscal year. 


51. The following is a preliminary statement showing the liabilities and 
assets of the Dominion as estimated at March 31, 1940:— 


LIABILITIES—MARCH 31, 1940 


(estimated) 
Bank Circulation Redemption Fund........ 2.006. ssc cccen cece eee eaeneeeeen sn eeeerenennee $ 5, 054, 000 
Post Office Money Orders, Postal Notes, etc., outstanding.......-.-.....0.sese seen eee eee 2,787,000 
Post Office Savings Bank deposits.............0 cece ec eee cece eee e eee eeeneeeneneeeeees 23, 100, 000 
Insurance and Superannuation Funds— 
Rinwernment ATNUIICS..c...o0. «sash Petete  ddaehwlge tine abies aus $ 140,042,000 
Fnsurance Fund—Civil Service... ......--52-. cece ceew eee tee sewer eens 13, 336, 000 
Insurance Fund—Returned Soldiers...............00 see eee eee eee cece 18, 683, 000 
Fee A Tits At OE. SEO SE Ste Oe te Prenat cient ce reren ari e cio Cs 9,827,000 
Baperanniatrom BUNGRs ..<5- cc cee ic ee nn eee sin eis seicies sie sama anee © 60, 887, 000 
——_—_—_————__ 242,775, 000 
Trust Funds— 
Sern ES oe Pe) ee rrr oaP nearer ere acer trie mace brn.c 14, 298, 000 
Mormon Geno0l Funds... 5...2666cce cae eaane Be ee ee nari oee 2,677,000 
Contractors’ Securities Deposits..........-..---.- ese cece ence eres 2,114,000 
TP earl Spits te © eee PR ACO n crete Sane rea Gente ack ot 3,126,000 
1313; 000 
Contingent and Special Funds.........0.---.00 ee cee eee e renee eee e nent nent seen eee er eres: 812; 
Province Debt Accounts... -.... cc ce ccc en ccc essence te tees tne se rege rsemel mare nan am on sale 11, 920, 000 
Funded Debt and Treasury Bills unmatured..........-.-+-0200-02 eee eeeeee 3, 695, 685, 000 
Floating Debt— . 
Funded Debt matured and outstanding 2,465, 000 
aa aa - OUCRCATIO MG < cede sere cseen ee ieee 
ndin S7e1 7 Sp ee AA de PSE ae SOREN er CENT ,279, 
— ae —_—___—_———- 3, 716, 410, 000 
$4, 028, 573, 000 
ASSETS—MARCH 31, 1940 
(estimated) 
Active Assets— 
Cash, working capital advances and other current assets. ....-..-----++-esseeeeeeees $ 186,742,000 
AT TIGRE 2 fotos site endo adar dt Panama hoe Meee e202 ons Se wees Tag Ta pes as 166, 000 
Sinking Funds.... eS PE eer os CRP nT fit ey ek Bcc as hee 67,196,000 
Bank of Canada Capital Stock..........0.cccsccsrerec ese cereastnecetaewensns ares 5,920,000 
Central Mortgage Bank Capital Stock...........---s sees eee e eect erect erent eects 250, 000 
Canadian Broadcasting Corporation—Loan.......... 2-2. - see ee sence eee cette e tenes 1,150,000 
Canadian National (West Indies) Steamships, Sie = Oats ee a ee a ee aes ees 450,000 
Dominion and National Housing Acts—Loans 5 gars’ phigh ati eee ake eter Sauk ate 9,805, 000 
Municipal Improvements Assistance Act, ae FT nen es Cry oe Mee ne eer 3,926,000 
Loans to Provinces— 
Post War Housing Loans..........--.2eeee rece ce nee en err enececes $ 2,504,000 
Unemployment Relief Loans..........+--++++seeeeresseerteresees ates 
—Subsidy S| ee Or mere eee is” a 
Alberta—Subsidy Overpay t 158,951,000 
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ASSETS—MARCH 31, 1940—Concluded 


(estimated) 
Loans to National Harbours Board— 
IMontrealte te Peuk eure pies. slate o Tae tho OE ee ACER RTE ee aise 61,698, 000 
MANCOUMCT cinaiGe . Garhi el. « LR IRE Gaiety GRE Soret eo ee EE 25,032,000 
New Westminster Harbour Commiussion—Wosne.... 2.0. 0-+.1s.c ese teee sheet ees aee. 
Canadian Farm Loan Board—Advances and Capital Stock....................0000-- 


Railway Accounts— 
Canadian National Railways— 
Advances—Financing and Guarantee Act, 1938.................... 1,717,000 


Advances— Refunding Act, 1938.45.22... 0jacsan ie dase sees e ee tes 24, 689, 060 

Advances—Financing and Guarantee Act, 1939.................... 12,443,000 

Nenneterre-hiouym Nailway Winessck serps oe cece oe ast ae 639,900 

Mrans-CanadavAir Lines: . .....sonieetieteh eles: See Renee. eet 550, 000 
Canadian Pacific Railway— ; 

Loan for betterment or repair of railway equipment............... 970,000 

Loan for wages on special works program............2.000-+eeeees 222,000 
Purchase of equipment leased to— 

Canadian NationaltRailwaye.c, ence etek mite eee ania: oar bein aie 11,878, 000 

Canadian Pacific Rall wayar. ccna ace been eee e ene cae 7,311,000 
Loans to Foreign Governments— 

Gre GO OF Oe Boar. Sh bec oedOe Ge SEE OO eEe e es 6,525,000 

Wouimanialcarcmicc cele colt een Re ae Re REE heen 24,329 000 
Soldier and/ General! iuand Settlomentuloans. case ee eeeee cia ke eee eee eee 
peed Graincand, elet-Advancestaevayicne mene coe meerer mee ree me ee omens 
Canadian Government Railways Working Capital...............0..c.cc0eccseecsseees 
Bond vEoldingA ccounts Aca cee bec as ae ee ie oe 
Province Debt :AccOuntss ancevec wont cde cere oes Tee een tonee Ee ete Meroe eerie 
Deferred Debits— 

Unamortized discount and commission on loans................ceeeee cece eee eees 


86, 780,000 
275,000 
36,695,000 


40, 038,000 


1,192,000 


19, 189, 000 


30, 854, 006 
37,830,000 
2,434,600 
16,772,000 
6, 657,000 
2,296,000 


42,075,000 


$ 757,593,000 
NetiDebt,, March:31> 1940 (estimated) saren- se ase ete eter eee ee eee $3, 270, 980,000 


Net Debt represented by— 
A. Expenditure and non-active assets (estimated) March 31, 1940. 
Capital Expenditures— 
Public Works— 


Canals ee eB cpa S taste n ae Be ee leit See eee $ 240,316,000 
Railways teas Mcrae coer Oe Dee Poh iA eee 429,587,000 
Public Buildings, harbour and river improvements............. 299,029,000 
Milttaryaproperty and) shores 91 ee et arrears 12,057,000 
WE Grritorial@A: Ceountsn «my. one ee ee ee et ee ee 9,896,000 
Loans, non-active— 
Canadian National Railways Securities Trust Stock................. cece eee e ees 
Canadian National Railways Stocker tise inerter satiate mene aetna terre 
Ganadian National\Steamshipsiss ask enlistees eae ee RE Ee Sete 
@anadian Pacities Railway: (Oldl)as ee eee eile ee dott ee cee ee 
National Harbours Board— 
Quebegses. oor. cilia cee eon eee nae a ee $ 27,365,000 
CBICOUGIIMUT fats ch.2 dacect te oral eee ee eee 3, 838, 000 
@hurchill 3784.5 oat ee ce ee eer enon teen er cee 9,000 
1S EAGLES cheep en Ss SM te OS Te 8 a Re cee 12,291, 000 
MOALIG COLMA 5 Sep sseaie ike, oe eses Ree CIS) een. ee 16, 448, 000 
Mehr GOMEVIVGLS?). oa.s itn akc eee EG Certs eerie eee 3, 743, 000 
Montreal (Jacques Cartier bridge) maaan se ieeh seta: sear 4,049, 000 
Seed. Grainvandy te lieheAd vanessa toe ieee aerate tinier cine nee ae EI eens 
poldienand:(Generaliuand: Settlement ss pean Eyer rit tent nen eee ee 
Saskatchewan Seed Grain Loans Guarantee Act, 1936............0cc0ceeceeeeeeceueeee 
Miscellaneous Advancess.... cco cn.<8 coe eon ee eee nie Gee Te aE ee 


B. Consolidated Fund— 
Balance, consolidated fund brought forward from Mar. 31, 1939.... 1,702,494, 000 
Excess of expenditure over revenue, fiscal year ended Mar. 31, 1940 
(estimated) ei sacs iscics nici aa sen re eee EEE ceri 128, 032, 000 


$ 990,885,000 


264,013, 000 
18, 000, 008 
13,872,000 
62,791,000 


67,743, 000 
450, 000 
16, 526, 000 
2,638, 008 
3, 536, 000 


1,830, 526, 000 


$3, 270, 980, 008 
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52. The following table gives a statement of the unmatured funded debt 
(including treasury bills) of the Dominion outstanding as at March 31, 1940 and 


the annual interest charges thereon: 


UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 
1940, AND ANNUAL INTEREST CHARGES 


Date of Maturity 


LCL et en eee ee 
co A ale ER IRIE Si 

Bape. Bs. oC eas 

WO44. Mars, Oo rigs oi 2st jada oh 
WEA kOe cos wastes i 

RES PT oe os Mette se 

haw Lei) inchs eee 

Mt MES Ei leads laciy als sete te 
UNG oe ko. ashe Ramen siete 
Cetera oO 2a See 

BS Tt Ld ooiaie: seraxcre 30 caters 
AAG. URE pairs Wie Aue eet 

feet rdan!) F525) 4 ikese 
Guneret As 05 8. 05445 wete 

OF PRE RR Pegs fee ne 

ANG oo ye oes eres 

Midis. Wee> ASL ets tate edo 
BAIT. BUY 2m So Oh ise ee 

Oleh. Cite... 5 acres: 

WORE Haber Oh Asche pte 
PEAT? GE. bcos sao haies euechas 
SAR PADS dics. .0- ences 
PB eb OAS. £5 4..ks tees ae oe 
SHNG.  §8Se oto. ce eae 

et. Dies. Asien tees 

Ma? Hatee he 2 ta. t se cane ater 
Bah ye Pab oiee obind tebe 

“OS Oe gee Se ine 
PROV s Sibce. soar saint ieee 

$062 eb MEG stk. dee cater 
Way kes 5 sits cance 

Cash. (Ae x’ cata een 

Bis. Chay | Bs ee steaks 
PUIG decd 1. cs chad ee ele 

Siac Bue ncaia> tee aE 
BHOGSUHGY,, dale. ce uate. oe sens 
HOGI fey ile Noe PE Scr sc ae 
$68. ame. Aon s sao ses ee 
Ste anc. worptefeae acres 

Ly (Tp ee! Sega s FP oe eS? Foe 

BOSE. BLOW «ff Wigs atats 2s aly eres 
PER NOGE. 0 dix sate Span Meee 
Oe, a MUI a daeee 

NOOE. deans Abert ag. ssieeeie’s 
ORES Ne SE errs 
fooe. dane — 1.8 ok... cot eens 
Parpetualies. 55... cab. Fuki 
O07 JAe O54. eo. s dances 
MAE TRO TOs onc nn gea cage 0S 

Treasury Bills due April 1, 1940 
Treasury Bills due April 15, 1940 
Treasury Bills due May 1, 1940 
Treasury Bills due May 15, 1940 
Treasury Bills due May 31, 1940 
Treasury Bills due June 14, 1940 


Payable in Canada..........02:ece rece eee eee eeee ees 
Payable in New York 
Payable in London............00e-seeseeeeeeeceee ees 


Rate per cent 


we ne 


Rm Oboe ee He ee 
+h 


wie bole 


eres 


Robe Rags ho Re OU oe 


bln 


WWWWWWWWWHh PE 


Yn eae J nS Pt ate Opt 


a 


we He CO OO WH OT 


rere 


neRi 


epee 


60 69 09 00 00 COR ER RP CO 


+788 
+784 
752 
+746 
751 
747 


Where Payable 


Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
New York 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
Canada 
Canada 
London 
New York 
New York 
London 
Canada 
Canada 
New York 
New York 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 


Amount of Loan 


$ cts. 


80,000,000 00 
33.293.470 85 
75,000,000 00 
45,000,000 00 
20,000,000 00 

200,000,000 00 

141; 663,000 00 
95,500,000 00 
60,000,000 00 
40,409,000 00 
20,000,000 00 

147,000,100 00 
30,000,000 00 
90,625,000 00 
50,000,000 00 
20,000,000 00 
40,000,000 00 
76,000,000 00 
88,337,500 00 
45,000,000 00 

4,888,185 64 
50,000,000 00 
50,000,000 00 
33,500,000 00 

138,322,000 00 
50,000,000 00 
*52,763,135 43 
50,000,000 00 
60,000,000 00 
50,000,000 00 

100,000,000 00 
56,191,000 00 
48,666,666 67 
40,000,000 00 
55,000,000 00 
43,125,700 00 
37,523,200 00 
88,200,000 00 
73,000,000 00 

276, 687,600 00 

289, 693,300 00 
93,926,666 66 

100,000,000 00 
48,000,000 00 
48° 666,666 66 
54° 703.000 00 
55,000,000 00 
55,000,000 00 
40,000,000 00 
25,000,000 00 
30,000,000 00 
25,000,000 00 
25,000,000 00 
25,000,000 00 
25,000,000 00 


Annual Interest 
Charges 


$ cts. 


1,200,000 00 
1,331,738 83 
3,375,000 00 

450,000 00 

250,000 00 
4,000,000 00 
7,083,150 00 
1,432,500 00 
1,200,000 00 
1,212,270 00 

500,000 00 
7,350,005 00 

675,000 00 
1,812,500 00 
2/ 250,000 00 

500,000 00 

800,000 00 
1,900,000 00 
3,533,500 00 
2:025,000 00 

122,204 64 
1,625,000 00 
1, 625,000 00 
1,088,750 00 
4,841,270 00 
1,625,000 00 
1,846,709 74 
1,625,000 00 
1,950,000 00 
1,625,000 00 
5,000,000 00 
2,247,640 00 
1,581,666 67 
1,200,000 00 
1,650,000 00 
1,940,656 50 
1,688,544 00 
2,646,000 00 
2,920,000 00 

12)450,942 00 

13,036,198 50 
3,757,066 67 
4,000,000 00 
1,560,000 00 
1,581,666 67 
1,777,847 50 
1/650,000 00 
1,650,000 00 
1,200,000 00 

197,000 00 
235,200 00 
188,000 00 
186,500 00 
187,750 00 
186,750 00 


3, 695,685,191 91 


2,904,773,870 85 


469,000,000 00 
321,911,321 06 


3,695, 685,191 91 


125,574,026 72 


78-60% 
12-69% 
8-71% 


100% 


jee ee eee ee a One ace anneal aneennneaI 
* Called for payment April 17, 1940. 
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INDIRECT LIABILITIES 


53. Bonds and debenture stocks bearing the guarantee of the Dominion 
outstanding in the hands of the public at March 31, 1940, amounted to 
$1,084,479,000, a decrease of $987,000 during the fiscal year. 


54. There were also outstanding on March 31, 1940, other contingent 
liabilities arising out of guarantees given under Relief and Seed Grain legislation 
and other Acts. There were no new guarantees incurred during the last fiscal year. 

During the fiscal year under review an amount of $52,000,000 was advanced 
without interest to the Canadian Wheat Board to enable the Board to pay off 
guaranteed bank advances with respect to the marketing of the 1938 Wheat 
Crop. The guaranteed bank loans to the Board outstanding at the close of the 
fiscal year amounted to $42,998,000. This amount constituted the Board’s 
gross liability to the banks at the close of the fiscal year and mainly related to 
the purchase of the 1939 Wheat Crop at the fixed price of 70 cents per bushel 
No. 1 Northern, Fort William. The guarantee of the Dominion to the Winnipeg 
Grain and Produce Clearing Association Limited, referred to in previous budgets, 
is still outstanding. No hability accrues from day to day in connection with 
the guarantee as margin deposits are made to the Clearing Association daily. 

At March 31, 1940, 102,365 Home Improvement Loans had been made by 
banks and approved lending institutions to home owners in the amount of 
$41,110,000. Repayments to the same date on account of these loans amounted 
to $24,068,000, or over 58 per cent of the total amount of loans made. The 
Dominion’s contingent liability arising out of these loans is limited to 15 per 
cent of the aggregate of such loans made by each approved lending institution. 
As 288 loss claims for $86,922 have been paid, the maximum contingent liability 
as at March 31, 1940, was $6,079,595. In terms of dollar losses to total volume 
of loans, this loss ratio is only approximately 4 of 1 per cent. 

Under the Dominion Housing Act, 1935, and the National Housing Act, 
1938, the Dominion has accepted and is accepting certain obligations arising 
out of its contracts with approved lending institutions which, while not expressed 
in the form of a guarantee, may nevertheless be regarded as contingent or in- 
direct liabilities. 

The manner in which losses in respect of any loan are to be borne by the 
Dominion and the lending institution is fixed by the contract. The general 
principle is that the Dominion bears two-thirds of the loss if at the time the 
loss is sustained the principal amount of the loan repaid, less any other amounts 
due, is equal to or less than the amount advanced by the Dominion and one- 
third of the loss if at the time the loss is sustained the principal amount repaid, 
less any other amounts due, is more than the amount advanced by the Dominion. 
In the case of small loans (that is, for amounts not in excess of $4,000 in the case 
of a single dwelling place or not in excess of $700 per habitable room in the case 
of a multiple family dwelling), the share of the loss to be borne by the Dominion 
is not more than 80 per cent and not less than 50 per cent of the loss. The 
above provisions apply to loans made under both the present National Housing 
Act and its predecessor, the Dominion Housing Act. Under the National 
Housing Act a new provision has been added to encourage the making of small 
loans in such small or remote communities and in such districts of other com- 
munities as may be designated by the Minister of Finance in any contract. In 
respect of such loans, the Dominion has agreed in contracts with certain lending 
institutions to pay losses sustained by any such lending institution up to certain 
amounts determined by the contract which are not less than 7 per cent and do 
not exceed 25 per cent of the total amount of such loans made in such areas by 
the lending institution. 

Order in Council, dated December 5, 1939, provided that after January 1, 
1940, applications would be received only for loans for the construction of 
houses containing one self-contained dwelling place and where the loan does 
not exceed $4,000. 
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Loans to the number of 15,054 had been approved at March 31, 1940, 
under the Dominion Housing Act, 1935, and the National Housing Act, 1938, 
and in the amount of $52,553,000. No losses had been realized by the Dominion 
as of that date. 


_ _ 55. The following is a statement of bonds and debenture stocks and other 
indebtedness guaranteed by the Dominion outstanding as at March 31, 1940: 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE DOMINION 
GOVERNMENT AS AT MARCH 31, 1940 


Date of I 
Maturity BALE 
Jan. 15, 1942...:|Canadian National...........-.-.eeeeeeee seen es 
Feb. 15, 1948....|/Canadian National.............6.2--+ ee eee cease 
Feb. 1, 1944....]Canadian National......:.0..--2-2ses eee eeeeees 
May J, 1944... .|Canadian National... 0.0.0.0 sedece seceeeeeees 
Jan. 15, 1946....|Canadian National........-..0eeeeee eee e eee eees 
July 1, 1946....]Camadian Northern........-.---.-.s-2eeeeeeeeee 
April 1, 1948....|New Westminster Harbour Commissioners...... 
Dec. 15, 1950....|Canadian National..........--.--0eseseneeeeeeee 
Sept. 1, 1951....|Canadian National..............+seeeee esses eee 
Feb. 1, 1952....|Canadian National.........-..0::eeee eee e eee e ees 
Aug. 1, 1952....|Saint John Harbour Commissioners... .s0.02+-< 
Feb. 15, 1953....\|Canadian WNahionalons ee lee eet ccc 
July 10, 1953....|Canadian Northern............-.eseeeeereeeeeee 
Feb. 1, 1954....|Canadian National............-.2+.s-eeeeee ese 
Mar 1, 1955....|Canadian National (West Indies) Steamships 
Lamited= yer saan ese as tates scene aee ee 
June 15, 1955..../Canadian National.............-.eee eee eeee eens 
Feb 1, 1956....|Canadian National...........-....seee eee ee eens 
July 1, 1957....|Canadian National........---+ss+esseeeeeereeees 
July 20, 1958....|Canadian Northern..........--+--seeee se eeeeees 
Jan. 15, 1959..../Canadian National.........-.0:-s+eseeeeeeereeee 
May 4, 1960....|Canadian Northern PuUel ieacae vce seat eee ee eae 
May 19, 1961....|Canadian Northern Ontario..........-+++++++++- 
Jan. 1, 1962....|Grand Trunk Pacific...........+.0.eee seer eee 
Jan. 1, 1962....}Grand Trunk Pacific........-.-.2..0e-seeee reese 
July 1, 1969....|Canadian National...........---02eseeeeee reese 
Oct. 1, 1969....|Canadian National...........------seeeeeer sees 
Nov 1, 1969....| Harbour Commissioners ot Montreal!..z.ce- a 21 
Feb. 1, 1970....|Canadian National............--+-+seeeeeeeeeee 
By drawings....... Canadian National. 2) iccilaaw ne beled «= areteletaletela' 
Various dates 
aS: es City of Saint John Debentures assumed by Saint 
John Harbour Commissioners.........---++. 
Perpetual.......... Grand Trunk Guaranteed Stock........-.--+-+++- 
Tel Papert: OF Grand Trunk Debenture Stock...........+++-++- 
AT hata oe le Great Western Debenture Stock..........-...-.- 
le AER eee Grand Trunk Debenture Stock........--..--+-++ 
hy Peres Northern Railway of Canada Debenture Stock. . 


Interest 
Rate 


38 


en 


Bledel 


PWR oONWNWNWhY 


wl 


wollte moo 


Various 


Pop Oro 


Amount 
Outstanding 


$ 


20,000,000 00 
55,000,000 00 
15,500,000 00 
35,000,000 00 
15,000,000 00 
24,238,000 00 

700,000 00 
50,500,000 00 
50,000,000 00 
20,000,000 00 

667,953 04 
25,000,000 00 
9,359,996 72 
50,000,000 00 


9,400,000 00 
50,600,000 00 
70,000,000 00 
65,000,000 00 

7,896,541 81 
35,000,000 00 

3,149,998 66 
34, 229,996 87 
34,992,000 00 

8,440,848 00 
60,000,000 00 
60,000,000 00 
19,000,000 00 
18,000,000 00 
21,401,371 07 


795,384 78 

60, 833,333 33 
20,782,491 67 
13, 252,322 67 
119,839,014 33 
1,499,979 67 


———_—_——— 


$ 1,084,479, 232 62 


Bank Advances, re Province of Manitoba Savings Office.............+2eee0e 
Bank Advances, re Government of Newfoundland 
Province of Manitoba Treasury Bill 
Province of British Columbia Treasury Bill 
Bank Advances, re Canadian Wheat Board 
Winnipeg Grain and Produce Clearing Association, L 

gins of the Canadian Wheat Board (closed out daily)....... 
Bank Advances guaranteed under Seed Grain Loans Guarante 
Bank Advances guaranteed unde 
Loans made by 

1935 and National Housing Act, 1938 


Loans made by 


Loans Guarantee Act, 1935...... 
Deposits maintained by the chartere 


OTHER LIABILITIES GUARANTEED 


td. Day to day mar- 


e Act, 1937. 
r Seed Grain Loans Guarantee Act, 1938.. 


approved lending institutions under Dominion Housing Act, 


approved lending institutions under The Home Improvement 


d banks in the Bank of Canada 


Principal 
Amount 
Outstanding 
Mar. 31, 1940 
6,491,173 
625,000 
4,809, 206 
626, 534 
42,998, 100 


6,891, 858 
not determined 
indeterminate 


6,079, 595 
202, 324.405 


B. REVIEW OF ECONOMIC AND FINANCIAL CONDITIONS, 
1939-40 


1. The following tables and related paragraphs present a comprehensive 
survey of general economic conditions in Canada during the past year. For 
purposes of comparison figures for certain earlier years are also provided, and 
in the case of the more important factors statistics on a monthly basis are given 
covering the last two fiscal years. 


The figures used throughout are those published by the Dominion Bureau 
of Statistics, unless otherwise indicated. Where an index or average figure is 
given for a fiscal, rather than a calendar year, it represents an average of the 
monthly data during the period concerned. All indexes shown as based on 
the year 1926 are to be construed as based on the calendar year 1926, and not 
the fiscal year. 


A change this year in the method of compiling trade statistics at the end 
of the fiscal year has artificially decreased the March trade figures and arti- 
ficially increased those of April, so that a valid comparison of either month with 
the same month in any previous year has been made impossible. This change 
not only affected directly the comparability of the trade statistics but influenced 
indirectly as well the index of the physical volume of business, many of the com- 
ponents of which utilize imports and exports of certain commodities as indicators 
of current business activity. To facilitate an accurate comparison of recent 
trends, therefore, in the following tables the figures for March and April of both 
the current and the preceding year have been averaged throughout, in the case 
not only of factors affected by the trade statistics, but, in order to provide com- 
parable data, of other factors as well. In the text this average will be termed 
the March-April figure. 


In the case of averages for the fiscal year ended March 31, 1940, no attempt 
has been made to adjust the March figures which have been artificially lowered 
by the change in the trade statistics, so that in all statistics affected by trade 
figures the average for the last fiscal year is slightly lower than it would have 
been if calculated on a basis comparable with previous years. This artificial 
reduction might amount to about one, two or three per cent in the annual figures. 
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CANADIAN ECONOMIC CONDITIONS 
SUMMARY TABLES 


ee ——————————————————————————————————eeeeeeeeoeeeeeeeaeaeasqsq=sg=ag=a=sa=E20 00s 


——o—— 


Fiscal Years ended March 31 Mar.-Apr. Av. 
1927 1929 1933 1937 1938 1939 1940 1939 1940 
Group I1.—Comprehensive Indexes 
(1926 =100) 
Physical volume of business..........-.--- 101-9 | 122-1 74-8 | 115-2] 120-8| 113-8) 126-9] 114-9 137-0 
Volume of manufacturing........-....-.-+ 101-1 | 117-5 70-8 | 117-6 | 119-8 | 108-4] 125-6} 108-5 132-8 
MTT FR oi as setoseintain 4 sintenb s he SSA 103-0 121-1 104-2 166-5 196-0 194-8 217-6 208-1 252-2 
18) al Se SES ees, geet Pe J 4 99-7 | 104-3 64-2 | 181-8] 180-3 | 106-5 | 125-6) 115-3 185-5 
ce) Te RS rns tia 102-6 | 112-5 63-8 77-9 79-9 72-8 80-5 70-5 79-0 
Electric power output..........-.-.--.-00 104-7 136-6 132-4 218-0 229-0 220-9 239-9 229-7 243-0 
Ripeadtrg cent & (sy, .ce- A ccmpoeddhe weet 100-8 | 113-7| 84-4] 104-4] 115-7] 110-8] 115-8] 111-0] 118-3 
National incomet.............cseeeeeeees 100-0 | 114-8) 64-4] 85-1] G73] 94-4 | 10130 | ocala poe 
Dollar value of retail salest (1930=100)...| 93-2 | 110-1 66-8 74-0 78-6 77-5 WOO Ste sisson tesa tae 
Group H.—Price Levels and 
Financial Factors (1926=100) 
Wholasale priceesiss ccs os. 05.0kas totes 98-8 95-8 65-5 77-2 84-6 76-0 77-8 73-3 83-2 
Farm Product Prices...........-.- 2 calf A eek 99-1 46-3 75-6 86-3 68-6 65-8 65:3 71-7 
Ree GA FED eno cain omni annie ee ee) 98-9 79-9 81-2 83-6 83-9 84-1 83-1 85-6 
Common stock prices.......-..----+-+ .-.| 101-8 173-3 52-1 125-5 117-6 103-8 99-4 99-9 98-0 
Dominion Government bond prices......-. 100-4 | 102-4] 100-8] 117-9} 115-2] 118-1 115-1 119-2 114-4 
Dividend payments......--...-++--+++0++ 101-8 123-7 79-9 112-9 139-0 143-4 129-2 136-1 124-7 
Bank deposits...........----- 101-0 116-1 98-5 116-4 122-1 127-0 137-7 129-9 140-1 
Active currency circulation 101-0 105-4 75-9 102-3 111-1 113-4 126-7 114-5 137-4 
+Nearest calendar year. 
Calendar Years 
1926 1928 1932 1937 1938 1939 
(Millions of Dollars) 
Group I11.—Gross Value of Production in Major 
Industries 
Agriculture. ........--sseeeeeee owed tiavies as aielewen ascites 1,714-5 1, 806-0 766-8 1,039-5 1,062-6 1,170-9* 
WBE osc sone dyes sceeanesexe peaks came me re asmtartee 555-8 586-2 349-3 494-3 425-0 484-8* 
Wisheries... ci. 5 62. cok. ccc c peice bewies vinvicinah eos tiene snlge as 73-1 70:7 33-7 51-2 53-2 55-8* 
Mining (inc. Smelting)......-se0.++-eeeeseeeeeerrteteees 276-8 313-1 265-0 662-6 653-8 685-3* 
Comstruction.......5.-.-.cre00 mabey Cpe ea gue ning see 385-9 488-4 132-9 351-9 353-2 354-9* 
Manufacturing..........-02.2:002eseeeeeeeceseeeeeneenees 3,100-6 | 3,582-3} 1,980-5 | 3,625-5 | 3,337-7 | 3.613-8* 
Group IV.—Foreign Trade and International 
Transactions{ 
Merchandise exports (all gold ORCI) astaey asnvins phe eres 1,276-6 1,363-6 497-9 1,012-1 848-7 935-9 
Net exports of non-monetary goldtf........-+-+++++s+e2++> 30-4 40-1 70-0 145-1 160°5 184-4 
Total exports, including non-monetary gold 1 1,307-0 1,403-7 567-9 1,157-2 1,009-2 1,120-3 
Merchandise imports (all gold excluded).......------++- 1,008-3 | 1,222-3 452-6 808-9 677-5 751-0 
Patal trade, , iiss + +«ssekateacbianensieene 2,315-3 | 2,626-0| 1,020-5| 1,966-1| 1,686-7| 1,871-3 
Export balance........---:ceeeeesereesceeeteee ee reeeeees 4208-7 | +181-4| +115-3 | +348-3 | +3831-7| +369-3 
Net tourist receipts.........6--0++eeeeee eee e eee eteeeeens 102-5 167:7 155-0 166-2 159-9 166-0 
Net interest and dividend payments going abroad....... 201-0 221-0 261-8 246-2 251-0 260-8 
Net capital export (direct estimate).....-----++-+++++++: tt 82-0 11-4 198-8 135-0 162-1 


* Preliminary estimate. Certain of these figures have not yet appeared in official publications, or represent revisions of 


previously published figures. 


t It should be noted that the export and import figures given in th J 
cial trade returns, differ slightly from the adjusted figures used in makin, 


the remaining part of the table certain less important items in the Balance of 
t Adjusted for earmarked gold. These figures were computed by the B 


ns. 
tt Not available. 


e table above, which have been compiled from offi- 
g up the Balance of International 
Payments have not been detailed. 
ank of Canada on the basis of official trade 


‘ayments. In 
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PHYSICAL VOLUME OF BUSINESS 


2. The index for the physical volume of business in Canada is the most 
comprehensive single measure of the level of general economic and business 
activity. It is made up by the Dominion Bureau of Statistics from 46 con- 
stituent items weighted according to. their relative importance in the economy 
as a whole, and is adjusted for seasonal fluctuations. Included in the making 
of this index are such items as mineral production, manufacturing in its chief 
branches, construction, electric power output, trade employment, carloadings, 
imports and exports. Agricultural production as such does not find a place in 
this index, nor do fishing and lumbering as primary activities, but the processing 
of and trade in the products of these industries is reflected in the index. Cor- 
rection is made, where necessary, for changes in the price factor in order that 
the index shall properly record only changes in the physical volume of business 
done. 1926 is taken as the base year. Following are presented the index 
numbers for each fiscal year since 1927 and the index for each month in the 
last two fiscal years. 


INDEX OF PHYSICAL VOLUME OF BUSINESS 
(1926 =100) 


Fiscal Years ended March 31 
1932 1933 1934 1935 


1927 1928 1929 1930 1931 1936 1937 1938 1939 1940 


101-9 | 108-0 | 122-1] 122-0] 105-4 89-3 74-8 84-9 96-4 | 104-4] 115-2} 120-8] 113-8 126-9 


MONTHLY INDEX* 
(1926= 100) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


1988-39 Garces 112-4 | 110-7 | 108-4 | 109-1 | 110-5 | 119-2 | 118-6 | 123-4 | 115-6 | 113-0 | 111-7 114-9 


1939-40 ee ces 116-7 | 121-4 | 121-4 | 120-5 | 125-2 | 125-8 | 133-1 | 133-0 | 133-3 | 138-6 | 131-2 137-0 


* Seasonally adjusted. 


The recovery from the depressed level of business activity of 1938 which 
had become evident in the early months of 1939 continued throughout the year 
and was accelerated by the outbreak of war in September. Each month in the 
past fiscal year was considerably above the corresponding month in the year 
previous, and the average for 1939-40 of 126-9 was about 11:5% above that 
of 1938-39. The March-April figure for 1940 was 19-2% higher than that for 
1939, and has only been exceeded in one month in 1929, and in January of this 
year. 

It may be of interest to compare this expansion of 19-2% in the physical 
volume of business with the expansion in employment in all industries of about 
6-6% between March-April, 1939, and March-April, 1940. This suggests that 
the increased production has been achieved in considerable degree by a reduction 
in part-time work. 


AGRICULTURE 


3. The gross value of agricultural production in 1939 increased by about 10% 
over the previous year and reached the highest level since 1930. In general, 
it was a year of good crops, but of low prices. The wheat crop of 490 million bushels 
was the second largest in our history. In quality it was about normal, though 
relatively highly concentrated in No. 1 Northern grade. The area of poor crops 


31 


was very much reduced from preceding years. The average price received by 
the farmer at the farm for his 1939 wheat, up to December 31, has been estimated 
at 52c. a bushel compared with a revised figure of 59c. for the 1938 crop. 


One of the most outstanding features of Canadian agriculture in the past 
year has been the great increase in hog production and marketings since the 
summer of 1939. Hog marketings in the eight months from September to 
April amounted to 3,213,373 compared with 2,244,765 in the eight months a year 
before. Indications are that hog production and marketings in 1940 will be the 
largest recorded in the history of the industry. Hog prices declined during the 
spring of 1939, and during the summer months were lower than in the previous 
two years. They rose during the fall months and were fairly well stabilized 
during the first three months of this year under the operation of the Bacon 
Agreement with the United Kingdom, but they have weakened in recent months 
as a surplus of -hog products has accumulated, and in April were below the levels 
of the past three years. 


Among the branches of agriculture most affected by the war is that of apple 
production, since exports of apples to British and foreign markets have been 
severely curtailed. The apple crop of 1939 was a very large one, exceeded only 
by 1933 in the last fourteen years, but the average value received per unit fell 
to a level lower than that for any year of the same period and, consequently, the 
total value of the crop was much below that of recent years. The Dominion 
Government provided assistance in the marketing of the apple crop, including 
special arrangements for processing apples in Nova Scotia which is more depend- 
ent than other regions upon the export market. 


It will be noted in the table below that the general index of farm prices in 
March-April of 1940 had increased by about 10% over the level of a year 
before. 


GROSS VALUE OF AGRICULTURAL PRODUCTION 
(Millions of Dollars) 


Calendar Years 
1926 1928 1932 1937 1938 1939* 
All Agricultural Production. ........0+00+eceeeceeeee neers 1,714-5 | 1,806-0 766-8 | 1,039-5 | 1,062-6| 1,170-9 
Ws oo eee Pian 8 bo Reso aoa pale OW einiasele Biniaiy ahaa snare 442-2 451-2 154-8 184-7 211-3 252-8 
All other field crops.............0-sceeeeescreeteeeeeccee 662-8 673-8 297-7 871-5 338-8 381-3 
Dairy products............cecesscceceeecesetereeceees 277-3 |° 297-6 159-1 215-6 226-2 217-7 
Dae MOOD site css oa acted ee ccc cee de False wniamae ieie vice. 558 178-4 , 197-9 65-2 141-0 136-8 170°8 
Poultry and eggs.......-----cee cece e cece e eee e eee eeeeeee 83-6 106-7 42-1 51-8 53-7 55-5 
Fruit and vegetables............200ceeceeeeeeeeereeeeess 43-1 48-8 32-2 41-8 57-1 55-9 
Be ae oe CE, PROer er ke ee es Le oe 7-4 6-8 6-1 17-1 20-3 19-2 
All other agriculture. ...........20--seeeeeeeeeeeeeeerees 19-7 23-2 9-6 16-0 18-4 17-7 


* Subject to revision. 


GENERAL INDEX OF FARM PRICES 
Monthly Index* 


(1926=100) 
Fiscal pied pe May June July | Aug. Sa ca | Nov. | Dec. | Jan. | Feb Mar.-Apr. Av. 
1938-39.......... | 82-5 77-3 76-6 | 71-4 64-1 62-8 | 63-8 | 64-9 64-6 | 64-8 64-7 65:8 
oe | ee | 65-5 65-2 | 63-3 | 62-7 | 58-4 | 64-2 64-5 | 65-1 69-1 70-0 70-3 71-7 


* Seasonally adjusted. 
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MINING 


4. The past year has seen production and employment in the mineral industry 
expand to new record levels. Gold mining continues to be the largest element 
and the volume of gold produced in the fiscal year 1939-40 showed an increase of 
about 5-8% over the previous year, while the value of the production has, of 
course, been increased since September by the higher price received in Canadian 
dollars. Production of copper, nickel and zine was larger in each case than in 
any previous year, but the value of this production was not as great as in 1937 
because prices were lower than in that year. Contracts were made between 
the major Canadian base metal producers and the United Kingdom Ministry 
of Supply, providing for the sale of the bulk of the Canadian export surplus of 
copper, lead and zine at prices approximately equal to those prevailing immedi- 
ately before the outbreak of war. 


Iron ore production commenced again in Canada in 1939 after a lapse of 
16 years. Development is also proceeding rapidly to bring into production the 
high grade iron ore deposit at Steep Rock Lake. 


Petroleum production in Alberta continued to expand though subject to 
pro-rationing because of the limited market available in the Western Provinces. 
34 new wells were brought into production in Turner Valley in 1939. Coal 
production in 1939 was also increased by 8-6% over the previous year, most of 
the increase occurring in Nova Scotia, and in the first four months of this year 
production shows an increase of 263% over the same months of last year. 


Employment in mining continued to expand despite a slight set-back during 
the early winter. The March-April figure this year shows an increase of 4-2% 
over that of a year ago. 


VALUE OF MINERAL PRODUCTION 
(Millions of Dollars) 


Calendar Years 


1926 1928 1932 1937 1938 1939 

Vialue’ of All Minerals eeniasecutceascces aaten eee 240-4 275-0 191-2 457-4 441-8 473-1 
Gold... fs 4 SO ee os 30-3 39-1 71-5 143-3 166-2 184-1 
Coppetit2. cit kan ace; See en a ee nee 17°5 28-6 15-3 68-9 56-6 60-9 
Nickel 52 U0 cx dock ca RAR ae eee 14-4 22-3 7-2 59-5 53-9 50-9 
Meads 2 Aes nik ok ie Movs. Sars «0 Sea eee 19-2 15-6 5-4 21-1 14-0 12-3 
LANG oe AN Ss ch koS Oa oe ote EE a eee ce 11-1 10-1 4-1 18-2 11-7 12-1 
BiVer oC Rik aaaid ee Sees ae OES Sere aoe cee 13-9 12-8 5-8 10:3 9-7 9-4 
(Coal. UG ce RRA cee ee 59-9 63-8 37-1 48-8 44-0 48-3 
Patroloum 4s... 4.ast bee eee ee 1:3 2-0 3-0 5-4 9-2 10-4 
Alothorstrst. cave trttscrae enh Mileca: otemee ceeaen 66-8 80-7 41-8 81-9 76-5 84-7 


+ Preliminary. 


PHYSICAL VOLUME OF MINERAL PRODUCTION 
Monthly Index’* 
(1926=100) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar.-Apr. Av. 


LOS S=89 Riis resins 212-7 | 199-4 | 176-6 | 192-1 | 198-6 | 202-1 | 201-4 | 206-6 | 183-1 | 176-8 | 190-9 208-1 
LOS 9-40 eens arcieiere 219-6 | 232-7 | 228-9 | 238-5 | 233-2 | 223-2 | 194-2 | 236-7 | 202-4 | 215-6 | 200-9 252-2 


* Deasonall adjusted. 
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EMPLOYMENT IN MINING 
Monthly Index* 


(1926=100) 
Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. Dec. | Jan. | Feb. | Mar.-Apr. Av. 
POL Es oa0 ses 156-6 | 155-0 | 156-7 | 156-7 | 154-4 | 156-2 | 156-4 | 156-5 | 157-2 159-1 | 160-7 163°3 
1989-40, .......... 162-9 | 161-3 | 164-1 | 166-4 | 166-4 | 166-7 | 165-7 | 163-8 | 164-9 163-4 | 168-6 170°1 


* Seasonally adjusted as at first of month. 


FORESTRY 


5. The volume and value of forestry production in the past fiscal year, and 
in the calendar year 1939, have shown substantial increases over the preceding 
year. This was true for some months before the outbreak of war, as well as 
after it. 


Newsprint production has increased markedly during the war period due to 
a greater demand in the United States and to the shutting off of Scandinavian 
supplies from world markets. In the first eight months of war newsprint pro- 
duction was 15:3% above the same period a year before, and for May the 
industry reports production of 323,563 tons, which is a new high record, and 
29-6% above May of last year. 


Lumber production has also been stimulated by wartime requirements, 
though not as yet to the same degree as newsprint production. Lumbering in 
Eastern Canada has been favoured relatively to that in British Columbia due 
to the greater availability of Atlantic shipping for export. About 10% more 
lumber was scaled in British Columbia from September to April than in the 
same period in the previous year. The index of lumber and timber prices during 
the war period has averaged about 12% above the year before. 


It will be noted in the table below that improved employment in logging 
reflects the much better market for forestry products in the past year. 


FORESTRY PRODUCTS 
(Millions of Dollars) 


Calendar Years 
ma 1926 1928 1932 1937 1938 1939 
Pm ein treriiers ity Co eee a 
Gross Value ef All Forestry Products.......-+++-++++++0+> 555-8 586-2 349-3 494-3 425-0 484 -8t 
Newsprint (im above).....+-+--seseeeeseesereeeseres 121-1 144-1 85-5 126-4 107-1 120-0f 
Planks and boards exported.........++++++seereeresseeee 61-9 47-7 12-6 45-4 35-9 48-8 
Wood pulp exported........-+cseeseeeeereccereerseeeees 52-1 45-6 18-9 41-8 27-7 31-0 


gi ts a ee ee 
¢ Preliminary. 
PHYSICAL VOLUME OF FORESTRY PRODUCTION 
Monthly Index* 
(1926= 100) 


May | June | July | Aug. | Sept. Oct. | Nov. | Dec. | Jan. | Feb. | Mar.-Apr Av. 


Fiscal Years April 


1938-39.......---. 100-4 | 91-9 | 96-7 | 101-4 | 102-2 | 110-2 107-1 | 112-8 | 111-7 | 120-7 | 111-6 115-3 
1939-40......-..+-- 120-2 | 112-6 | 120-6 | 114-2 | 126-4 | 130-7 139-3 | 128-7 | 127-6 | 142-4 | 125-4 135-5 
ee 


*Seasonally adjusted. 
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LOGGING EMPLOYMENT 
Monthly Index* 
(1926=100) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


1988-39 Mi eiyecse:- 146-1 | 135-8 | 121-9 | 121-1] 90-4] 89-5] 91-0] 105-3 | 114-8 | 103-9] 98-4 84-4 
103040 aes sayarcert: 81-3 | 71-0 | 126-4 | 134-0 | 111-5 | 92-1 | 133-5 | 166-2 | 181-9 | 164-1 | 156-4 129-2 


* Seasonally adjusted index as at first of month. 


FISHERIES 


6. The Atlantic deep sea catch in 1939 was about 5% greater than in 1938, 
but prices were lower due to a slackening in European demand so that the value 
of the catch was only about 23% higher. So far in 1940 events in Europe have 
kept changing the market situation, but during the early months of the year 
prices have been slightly higher than before the war. The normal export market 
for canned lobster has now been cut off by war restrictions and the Dominion 
Government has made provision for assisting in the disposal of the lobster catch. 
The British Columbia salmon pack in 1939 was somewhat smaller than the year 
before and of lower quality, but it was all marketed despite the war at some- 
what higher prices than in the preceding year. The halibut catch this spring 
has been larger than last year, and prices received are slightly better. 


FISHERIES 
(Millions of Dollars) 
Calendar Years 
1926 1928 1932 1937 1938 1939 

Grossi Value of: Production} =a s-ok ee eee, 73-1 70-7 33-7 51-2 53-2 55-8t 

Salmon marketed (in above)..........cecceceeeceees 19-6 17-9 8-0 12-3 15-0 15-3+ 
Value-ofsfish’ exported, n/<sesconttancic ice ee 36-0 36-3 18-5 28-0 25-6 28-0 

tPreliminary. 

MANUFACTURING 


7. Production and employment in manufacturing have shownasubstantialand 
general increase during the past fiscal year, and the average level of the produc- 
tion index for the year as a whole was higher than any year in the past. Activity 
in manufacturing increased very quickly after the outbreak of war, apparently 
reached an all-time peak in January and then receded slightly in the next two 
or three months. Unofficial information indicates that the expansion was 
resumed in May. The March-April figures for 1940 compared with those for 
1939 show an expansion of 22.4% in production and 14-9% in employment in 
manufacturing as a whole. 


Among the various manufacturing industries the most marked expansion 
has taken place in textiles for which the production index in March-April this 
year was more than double that of a year before. Many textile factories are 
now reported to be working at capacity. Steel production shows an expansion 
during the year of nearly 60%. Much of this increase took place before the 
outbreak of war but was due in part to British armament demands. The expan- 
sion in food manufacturing reflects in part the increased exports of flour and bacon 
and also the increased domestic consumption of foodstuffs such as that of sugar. 
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Production in the automobile industry showed little change for the last 
fiscal year as a whole compared with the preceding one, and the figures for 
March-April are only about 5% above those a year before. Restrictions imposed 
in export markets have offset the increased domestic sales of cars and the military 
demand for motor transports. Since the middle of March the Canadian auto- 
mobile industry has received a number of substantial orders for military vehicles, 
however, and production in May reached a figure which was some 35% above 
any of last year and represented the largest volume in any month since June, 
1937. 


INDEXES OF PHYSICAL VOLUME OF MANUFACTURING* 


(1926=100) 
Fiscal Years ended March 31 ; Mar.-Apr. Av. 
1927 1929 | 1933 1937 1938 1939 1940 1939 1940 
MANUFACTURING oF AuL Kinps........ 101-1 117-5 70-8 | 117-6 | 119-8 | 108-4 | 125-6 108-5 132-8 
Selected Industries— 
Mondstalie . lop nada ckan se os vere 100-0 97-1 83-4 105-8 101-8 102-2 117-0 105-7 128-0 
WD BCHO 1... se ce cs wwe desc e sins 102-3 138-2 107-1 153-9 178-3 178-1 189-1 176-9 205-1 
Boots and shGes... 02-0662 cee cence 101-5 97-7 84-0 108-4 114-2 110-3 135-8 108-6 119-7 
gigs)” ii aoe See i my cir 101-6 103-4 71-9 123-3 128-4 108-9 152-7 104-9 2263 
Steel production............-.++++- 104-5 169-0 40-4 150-8 178-2 139-1 206-7 134-2 213-4 
Automobile production...........- 100-7 145-2 26-9 98-8 93-1 77-2 79-1 70-2 73-6 
Crude petroleum (imports).......- 104-7 146-6 138-4 208-1 221-3 207-3 217-3 183-4 186-0 


*Seasonally adjusted. 


PHYSICAL VOLUME OF MANUFACTURING PRODUCTION 
Monthly Index* 
(1926=100) 


Fiscal Years | April May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. Jan. | Feb. | Mar.-Apr. Av. 


1988-39.........-- | 103-2 106-7 | 18 101-3 | 100-9 | 114-2 | 113-2 | 125-3 | 111-3 | 111-1 | 105-0 108-5 


109-5 


usa | 2-9 112-3 | 116-5 | 121-3 | 143-7 | 136-9 | 136-9 | 146-8 | 134-2 132-8 


* Seasonally adjusted. 


EMPLOYMENT IN MANUFACTURING 


Monthly Index* 
(1926=100) 


| 
Fiscal Years | April | May June | July | Aug. | Sept. | Oct. | Nov. Dec. | Jan. | Feb. Mar.-Apr. Av. 


1938-39...,...--.- | aut. | 100-7 110-2 | 109-5 | 107-5 | 110-6 | 109-0 | 109-9 | 111-3 111-3 | 110-0 108-6 


1939-40 | 108-0 | 207-8 109-4 | 109-1 | 110-3 | 112-1] 116-0 | 121-0 | 123-6 | 126-1 125-0 124-8 


* Seasonally adjusted as at first of month. 


CONSTRUCTION 


8. Total construction during the fiscal year 1939-40, as indicated by 
contracts awarded, showed a small increase over the preceding year. This 
increase appeared both in residential and in other construction. In the period 
May to August preceding the war there was evidence of a recovery in private 
construction, both residential and business, and total contracts in this period 


had recovered half the ground lost in the recession from 1937 to 1938. After 
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the outbreak of war there was a falling off in contracts other than residential, 
and some decline in residential contracts. Contracts for business and industrial 
construction began to increase about the end of the year and by March all major 
types of construction were showing substantial increases over the previous year. 
Total figures for the three months ending May 31 have not been exceeded since 
1931, and this is true as well for all the major categories of construction except 
engineering work where in 1937 these three months showed a high figure. 


During the fiscal year 1939-40 loans approved under the National Housing 
Act showed a substantial increase and reached a total of nearly $22,000,000 
which was equal to almost a third of the value of all contracts awarded for 
residential construction during that year. Early in December it was announced 
that, in order to conserve the financial resources of the Dominion, loans under 
Part I of the Act would be restricted to a maximum of $4,000, and to single 
family houses, for applications received after December 31, 1939, and that the 
assistance by way of tax payment benefits under Part III of the Act would be 
restricted to buildings commenced before May 31, 1940. One effect of this 
announcement was to produce a rush of applications in December, and this 
shows up in the high figures for loans approved in J anuary and February notable 
in the table below. Loans under the Home Improvement Plan have continued 
to increase and all months in the last fiscal year have shown increases over the 
corresponding months in the preceding year. 


CONTRACTS AWARDED 
(Millions of Dollars) 


Fiscal Years ended March 31 Mar.-Apr. Av. 

1927 1929 1933 1937 1938 1939 1940 1939 1940 
Total Contracts Awarded................ 380-8 500-2 104-3 161-9 218-8 188-6 191-9 10-6 18-8 
Jesidential’’ a. weenie beer 111-0 137-4 26-0 49-6 54-1 63-0 64-5 4-7 4-9 
Alliocherve tac hanes canseee 269-8 362-8 78-3 112-3 164-7 125-6 127-4 5-9 13-9 


MONTHLY INDEX OF CONTRACTS AWARDED* 
(1926 = 100) 


0eao*?—"99—$@mRRRRO9pa@ma9aO9@Maa9Saa9@9@DaBDDaD@S9003380808S8S9mmammmSSSSSSSSSSS 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


1988-39). os s<ccsris 65-3 | 53-2} 53-1] 53-8] 55-7] 54-1] 55-2} 50-4] 74-8] 45-6] 69-1 53-6 
1989-40 scse teeta. 54:3] 53-0] 64-1] 56-2] 64-9] 52-9] 42-6] 41-7] 64-8] 53-0] 68-4 87-1 


* Seasonally adjusted. 


LOANS APPROVED UNDER NATIONAL HOUSING ACT# 
(Thousands of Dollars) 
SSSsssSsSSsS9S9S9aSSsSSSa9SS9SSsSSSSSSSSSS 
Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. Feb. | Mar. Total 


1935-36........... _ — _ _— _ _ 214 152 159 142 89 48 804 
OS 6-375 23% oc 432 281 698 696 518 424 372 301 450 407 317 506 5,396 
W987 =88sn ad nia: 865 821 919 | 1,049 753 551 742 636 500 456 342 | 1,190 8,824 
1938-39........... 832 | 1,496 | 2,097 | 1,707 | 1,031 | 1,241 | 1,269 1,740 | 1,241 646 763 | 1,542 15, 605 
1939-40........... 1,403 | 2,426 | 2,197 | 2,772 | 2,184 | 2,192 1,313 | 1,615 | 1,255 | 2,193 | 1,421 953 21,924 

Grand Lota) savas curuns cuore Reet Re ee ee eee ee ee 52,553 


* Dominion Housing Act prior to August, 1938. 
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LOANS APPROVED UNDER HOME IMPROVEMENT PLAN 
(Thousands of Dollars) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Total 
CE Se | ~ _ —-| — —|- — —| 682] 516] 303] 306] 598 2,405 
fe oe 1,240 | 1,606 | 1,592 1,342 | 1,146 | 1,206 | 1,185 916 613 377 367 533 12,128 
1988-39........... 956 | 1,325 | 1,437 | 1,233 | 1,188 | 1,311 | 1,224 968 648 403 409 650 11,702 
1939-40...........] 1,099 | 1,950 | 1,902 | 1,786 | 1,878 | 1,653 | 1,245 | 1,014 716 487 480 670 14,880 

lrcaved Mita 5%. 5 8 ice catia dad hice SSNS 2. Bate OMI vis aan chia emia anata clciakes 41,110 
RAILWAYS 


9. Movement of the near-record grain crop and the heavy demands placed 
on transportation facilities with the outbreak of war were responsible for a 
level of railway operations during the period since mid-year of 1939 which was 
considerably higher than that of any recent years. This is graphically illustrated 
by the striking increase in net operating income for the March-April average of 
1940 over that of 1939. Carloadings during the first eight months of war show 
an increase of 14-4% over the similar period a year earlier. 


RAILWAYS 
Calendar Years Mar.-Apr. Av. 
1926 1928 1932 1937 1938 1939 1939 1940 
All Railways 

Operating Revenues (millions of dollars)........ 493-6 | 563-7] 293-4] 355-1] 336-8 | 366-5*} 25-4 30-2* 
Net Operating Income (millions of dollars)....| +49-2 | +57-9 | —62-9 | —31-2 | —55-0 —34-0*| +0-6 +4-0* 
Carloadings (thousands of cars)........-.-.--+- 3,267 | 3,706 | 2,179 | 2,635 | 2,429 | 2,549 185 207 
Railway Payrolls (millions of dollars).......... 260-4 287-8 181-1 193-6 195-1 200-0* 14-8 16-1” 


* Preliminary. 


MONTHLY INDEX OF CARLOADINGS* 


(1926=100) 
Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar.-Apr. Av. 
Ce eee 71-4 | 71-8 | 68-7 | 71-5 76-3 81-0 | 76-0 Cee RE 70-5 
1939-40........... 69-2 | 81-1 | 71-3 | 76-8 | 82-0 | 95-6] 80-0] 84-0] 82:6] 86-7] 83-1 79-0 


* Seasonally adjusted. 


FOREIGN TRADE 


10. Total Canadian trade with the rest of the world, including net exports 
of non-monetary gold, was just under two billion dollars in the fiscal year ended 
March 31, 1940. Exports of merchandise increased by 16-8% over the preceding 
fiscal year, while imports rose by 25-7%. The relatively greater increase in 
imports resulted in a reduction of about 2% in the net export balance, including 
net exports of non-monetary gold. 

Although our foreign trade was moving upward prior to last August, the 
war produced an immediate stimulus to both exports and imports, so that trade 
during the war period showed a substantially greater proportionate increase 
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than that of the fiscal year. Exports of merchandise in the eight months ended 
April, 1940, were 23-9% greater than in the same period of the previous year, 
while imports of merchandise were 48:9% greater. During this period as 
compared with the same period a year before our merchandise exports to the 
United States increased by 47-5% and to the United Kingdom by 19-5%, while 
imports from the same countries increased by 62-6% and 13-2% respectively. 
Exports to the United States showed their most marked advance during the 
first four months of the war when American business was expanding rapidly, 
while exports to the United Kingdom have shown their substantial increase 
since the beginning of 1940. Imports from the United States, however, have 
continued at a high level since the beginning of the war. 


Commodity exports which showed notable gains in the war period over the 
same period of the previous year, and the percentages by which they increased, 
were as follows: Wheat flour 77%, meats, chiefly bacon and ham 66%, wood 
pulp 56%, wheat 54%, asbestos 46%, planks and boards 35%, cheese 33%, and 


paper 22%. 
FOREIGN TRADE 


(Millions of Dollars) 


Fiscal Years ended March 31 Mar.-Apr. Av. 
1927 1929 1933 1937 1938 1939 1940 1939 1940 

Merchandise Exports (all gold 

excluded «tii sticciscaclecrs 1,260-7 | 1,376-5 476-9 991-1 991-2 841-6 983-4 60-5 84-1 
Net Exports of Non-Monetary 

Gold ren Meee 34-8 36-5 70:7 137-3 147-7 167-5 188-0 13-0 17-1 
Total Exports, including Non- 

Monetary: Goldie men. ctne 1,295-5 | 1,413-0 547-6 | 1,128-4 | 1,138-9 | 1,009-1 | 1,171-4 73:6 101-2 
Merchandise Imports (all gold 

exeluded iia. a.ccmqueteecniasciaitee 1,030-9 | 1,265-7 406-4 671-9 799-1 658-2 827-4 50-1 81-3 

Total Trade......... 2,326-4 | 2,678-7 954-0 | 1,800-3 | 1,938-0 | 1,667-3 | 1,998-8 123-7 182-5 

Eixportibalance ss rrscniyenrsscteteteraers +264-6 | +147-3 | +141-2 | +456-5 | +339-8 | +350-9 | +344-0 | +23-5 +19-9 

Merchandise Trade by Countries 

(all gold excluded) 

United Kingdom— 

BXpPOLisweete octet cent cnc tete 448-0 431-7 185-1 406-8 407-8 326-9 364-0 21-6 38-9 

TMApOLtissdveaannsstonaen eee 163-9 194-0 86-5 129-5 145-0 115-6 119-5 8-8 12-4 
Other Commonwealth Countries- 

IXDOLES: wise. sista scsleccunne 94-3 107-0 38-2 88-2 108-7 103-5 106-2 7-4 8-8. 

lonpoctsecr escent cn are 50-2 63-4 33-9 68-7 88-2 65-1 85-1 4-0 7:3 
United States— 

PU RDOE TS arts iaraserscorers cetseyoe ce mse Ne 472°5 508-9 144-7 364-4 343-3 288-5 399-9 23-5 28-6 

Tgniporesw seek ssa neiieee 687-0 868-0 232-5 393-7 487-3 412-5 554-1 33-4 55:6 
Other Countries— 

EXPOLte Meee meatacislactaleiecbrasede 245-9 328-9 109-0 130-8 130-0 122-7 113-3 8-0 7-8 

Tinports eer 129-8 120-3 53-5 80-0 78-6 65-0 68-7 3-9 6-0 

Principal Commodity Exports 
Non-Monetary Goldf............ 34-8 36-5 70-7 137-3 147-7 167-5 188-0 13-0 17-1 
Paper, chiefly Newsprint......... 123-2 148-4 77:2 117°8 129-9 115-0 129-4 8-8 12-2 
Wheat and Wheat Flour.......... 421-8 493-6 147-5 245-0 139-5 100:3 140-9 3-7 9-0: 
Copper and its Products.......... 14-9 28-0 12-3 40-2 57:3 53-9 53-6 4-6 4-5 
Nickel sorte s teitlestesen tes naicie 12-9 23:9 7:5 45-9 61-9 49-6 57-9 4-7 5-4 
Planks and Boards..............- 59-8 47-7 11:1 40-3 43-7 37-1 50-5 2-9 3-8 
NC AES ore astusitagnreave Melee /ecinoenieisi ae 29-4 19-2 6:7 36-1 41-4 35-3 45-0 2-7 5-6. 
Wood#Pulp: 2s onecrsance sacs aiccient, 49-9 44-9 17:8 | 33-2 40-0 26-8 35-7 2-2 3-Y 
Automobiles and Parts........... 36:4 45-4 7-8 22-3 28-3: 25-3 23-3 2-0 1-4 
Bishy sfvecist sttond tepen aeielles ah 34:5 34-9 16-6 25-1 26-3 25-6 27-9 1:7 2-0 
Fruits and Vegetables............ 18-7 12-0 11:4 13-6 16-6 20-2 22:5 0-7 1-6 
Milk and its Products............ 41-6 35-8 11:7 14-4 17:7 17-6 18:7 0:6 1:0 


tAdjusted for earmarked gold. These figures were computed by the Bank of Canada on the basis of official trade 
returns. 
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EMPLOYMENT AND UNEMPLOYMENT 


11. The general index of employment registered a gain of 4-4% during 
1939-40 over the previous fiscal year. Although in the early part of 1939 employ- 
ment was at levels considerably below those of the preceding year, it rose gradually 
with increased business activity and since June each month has shown a sub- 
stantial increase over the same month of the year previous. The May 1 figure 
this year at 118-7 for the general index was about 7-6% higher than the same 
date in 1939 and was higher than any other May except that of 1929. Greatly 
increased employment in manufacturing, logging, mining and transportation 
contributed to this upward movement. The index of employment in construction 
and maintenance has recently been at levels considerably below those of a year 
ago owing to curtailment of expenditure on highway construction and mainten- 
ance; other branches of construction have shown increases. 


The improved employment situation is reflected in the lower number of 
persons in receipt of relief. In each month since November, 1939, both the 
numbers of employable unemployed and of all persons on relief have shown a 
considerable reduction from the same month of the previous year. Preliminary 
figures for April, 1940, show a decrease of 25-2% from April, 1939, in the total 
of relief recipients, and a decline of 11% from the same month in the number 
of employable unemployed. The number of wage-earners unemployed in April, 
1940, was estimated by the Bureau of Statistics to be about 367,000, as com- 
pared with 473,000 in April, 1939, a decrease of about 22-5%. This 367,000 
includes a considerable but unknown number of enlisted men who were formerly 
unemployed. 


EMPLOYMENT INDEXES 


(1926=100) 

Fiscal Years ended March 31 Mar.-Apr. Av. 

1927 1929 1933 1937 1938 1939 1940 1939* 1940* 
WAU T MAMNIESEN Soo Calc cov sigon sass Fs woes cs 100-8 113-7 84-4 104-4 115-7 110-9 115-8 111-0 118-3 
RNAI ocean's ge aaia's.s SE nine 2 isle 100-8 112-7 81-8 104-7 115-5 110-0 116-1 108-6 124-8 
RGR oo vials 66 be.5,6 siwian teste sa en laials 5.50 100-2 116-6 42-7 153-4 201-6 107-4 130-2 84-4 129-2 
) fi Ae CRAP SANS ree tc 101-2 115-5 97-2 140-7 155-2 157-4 165-4 163-3 170-1 
Pennegartation. £2 6c hse slee ceeds eee 100-4 | 106-7 82-7 84-6 85-2 84-3 86:5 85-0 88-3 
Construction and Maintenance......... 101-4 120-2 77-1 83:5 | 104-0] 110-0] 103-3 | 128-6 79-6 
REGED noon os G Oo RAD SAK sre TRS ian 100-8 118-2 114-4 128-4 132-5 133-4 137-9 132-4 140-6 


* Seasonally adjusted as at first of month. 


EMPLOYMENT—ALL INDUSTRIES 


Monthly Index* 
(1926=100) 


| : 
Fiscal Years | Aor | May June July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar.-Apr. Av. 


| 
1938-39.......... Ree rr 111-4 | 109-0 | 110-6 | 111-0 | 109-7 | 111-3 | 111-3 | 110-6 111-0 


113-1 | 113-6 | 114-3 | 115-0 | 115-8 | 118-3 | 119-8 | 120-7 | 118-8 118- 


1939-40........... | 111-1 | 110-3 
j 


* Seasonally adjusted as at first of month. 
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EMPLOYABLE UNEMPLOYED IN RECEIPT OF MATERIAL AID 
From the National Registration—Department of Labour 
(thousands) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Average 


1958-30)5 acy rion o < 169 154 138 132 124 115 124 143 162 181 191 192 152 


1939-40. ose cree 187 169 149 141 142 125 125 133 147 164 170 173 152 


ALL PERSONS IN RECEIPT OF MATERIAL AID 
From the National Registration—Department of Labour 
(thousands) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Average 


All Persons— 
1938-39......... 1,024 956 885 836 758 554 641 787 896 977 | 1,019 | 1,028 863 
1939-40......... 1,005 923 839 806 803 539 544 586 629 714 753 773 743 
AGRICULTURE— 
1938-39....... 392 380 364 339 287 109 168 252 292 321 321 323 295 
1939-40....... 319 297 282 271 258 50 60 78 73 96 112 124 168 
Urnsan— 
1938-39....... 632 576 521 497 471 445 473 535 604 668 698 705 569 
1939-40....... 686 626 557 535 545 489 484 508 556 618 641 649 575 


WAGE EARNERS UNEMPLOYED* 
Estimated by Dominion Bureau of Statistics 
(thousands) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Average 


LOS B SO Meee sisisiere 437 400 387 407 368 346 378 398 472 485 491 494 421 


1939-40. hos sw oreie 5 473 395 369 352 332 300 283 296 364 377 387 391 360 


* Beginning with Sept. 1939, includes a considerable number of enlisted men who were previously unemployed wage 
earmers. 


PRICES 


12. The gradual decline of wholesale prices which had marked the latter 
part of the fiscal year 1938-39 continued up until August of 1939, and the index 
reached a low point of 72-4 in that month. During the economic adjustments 
that took place in the month or two immediately following the outbreak of war, 
and in considerable part due to such factors as exchange movement, higher 
ocean freight and insurance rates, and forward buying both by consumers 
and producers, wholesale prices of some commodities rose fairly steeply, parti- 
cularly those of certain imports and exports, including.grains and animal products. 
The total index rose to 79-3 in October, i.e., by about 10% in two months. 
From that point on to March the rise was more gradual and the index reached 
a peak of 83-2 in that month. This rise showed up mainly in a further increase 
in grain prices and in textile prices. Since March there has been a slight decline 
largely due to lower prices for animal products and grains, and the index for 
the week ending June 7 was 81-9, 
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It may be of interest in wartime to note that prices of fully and chiefly manu- 
factured goods have followed very closely the movements of the general index, 
and that the index of the group “iron and its products” has risen by only about 
5% since August while the group “producers’ equipment” has increased less 
than 2%. It may also be worth noting that the index of our export prices had 
risen by about 24%, and that for imports about 17% between August and April. 


During the six months before the war the cost of living remained at the low 
level to which it had declined in the latter part of 1938. Increased cost of food 
and, to a much lesser extent, of fuel, caused a rise of about 2% in the index in the 
first two months of war. Since that time only minor changes have occurred 
in the total index. Increases in the cost of clothing early in 1940 were offset by 
some reduction in the cost of food. The latest figure shows an increase of only 
3% over that of a year ago. 


While no official indexes of wage rates exist except on an annual basis, other 
information indicates that there have been numerous increases in wage rates, 
particularly in those trades where there is already some evidence of a 
shortage of skilled labour. 


PRICES 
Indexes 

(1926=100) 
Fiscal Years ended March 31 Mar.-Apr. Av. 
1927 1929 1933 1937 1938 1939 1940 1939 | 1940 

eee ee 

Wholesale Prices........+20+eeeeeeeeeeeeres 98-8 95-8 65-5 77-2 84-6 76-0 77-8 73-3 83-1 
Consumer's goodSs.......--+e+++e+e08+ 98-5 95-2 70-4 75:7 79:7 76-1 77-9 74-1 82-7 
Producer's goods......--.-++e+e+ese08+ 99-0 95-9 61-3 76-4 85-5 72-1 73-2 68-2 80-2 
Export prices(T).......-+.seeeeeeeeeees 100-0 94-2 54-9 71:3 81-1 65-9 66-6 60-8 74:0 
Import prices({)......+---++eee+seeee+ 100-0 96-1 70-5 82-1 89-0 82-2 87-7 80:7 94-2 
13 sensitive manufacturing materials... 96-3 87-6 36-6 61-0 62-5 49-8 61-4 51-0 67-6 
Retail Prices. ......0.csscccccscccecerceees 99-5 98-9 71:3 73-9 79-0 78-7 79-1 77-4 81-4 
Cost of Living.........c2c2ceecstesecnsceees 99-6 98-9 79-9 81-2 83-6 83-8 84-1 83-1 85-6 


+ For the fiscal years 1927, 1929 and 1933 figures for nearest calendar years are given. 


MONTHLY INDEX OF WHOLESALE PRICES 


(1926 = 100) 
Fiscal Years | April | May | June | July | Aug. Sept. | Oct. | Nov. | Dee. | Jan. Feb. Mar.-Apr. Av. 
1938-39..........- | 82-3 | 80-3 | go-1| 78-6] 76-0| 74:5 | 74-1] 73-5 | 738-3] 73-2) 78-2 73-3 
1939-40... | 73-4| 73-7 | 73-3 | 72-6} 72-4] 78-2| 79-3] 80-3] 81-7 82-6 | 82-8 83-1 


MONTHLY INDEX OF COST OF LIVING 
(1926 = 100) 


Fiscal Years April | May | June | July | Aug. Sept. | Oct. | Nov. | Dec. | Jan. Feb. Mar.-Apr. Av. 


1938-39...........] 842 | 84-2] 84-1] 84-2] 84-9 84-1 | 83-9 | 83-8] 83-6] 83-3} 83-1 83-1 


1939-40..........-| 83-1] 83-1] 82-9] 83-1 83-0 | 82-9] 84:7 | 85-0] 85-3 85-1 | 85-2 85-6 
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FINANCIAL FACTORS 


13. The outstanding facts relating to financial conditions during the past 
year are, firstly, the changes in exchange rates and the imposition of exchange 
control, secondly, the smooth working of our credit and monetary machinery 
and, thirdly, the disturbances caused to security markets by various develop- 
ments in the war. 


The foreign exchange value of the Canadian dollar remained close to the 
United States dollar until about a week before the outbreak of war. Between 
August 24 and September 15 it fell to a discount of about 10%. On September 15 
the Foreign Exchange Control Board was established and after that date all 
sterling and foreign exchange transactions of Canadian residents were subject to 
its control. The official rates established by the Board were: American dollars, 
buying rate, $1.10, selling rate $1.11; Sterling, buying rate $4.43, selling rate 
$4.47. These official rates closely approximated the actual rates prevailing 
during the few days prior to control, and have not been changed since they were 
established. Practically all dealings involving Canadian dollars take place at 
these official rates. Non-residents of Canada are able to transfer Canadian bank 
balances and other assets to other non-residents, and there is a market for 
Canadian dollars in New York which is not subject to control by the Foreign 
Exchange Control Board. The small volume of transactions in this market 
makes its rates of little significance and also makes them rather unstable. 


During the early months of the fiscal year 1939-40 the average yield on long- 
term Dominion Government bonds remained close to 3%. In the disturbances 
that naturally took place on security markets at the time of outbreak of war 
bond prices declined sharply and the average yield on long-term Dominion bonds 
in September was about 3-60%. From September to April there was a rather 
irregular recovery in the prices of these bonds, and by the end of April the yield 
was back down to 3-25%. Since that time there has been a small decline in 
price, and yields during the first half of June have been in the neighbourhood 
of 33%. Canadian stock prices declined moderately in the weeks preceding the 
outbreak of war. After the war began industrial share prices rose sharply, 
particularly those of pulp and paper companies. Golds and utility stocks also 
began to rise before the end of September, and there was a general but mild 
upward movement till the end of the year. During the first four months of 
1940 all groups except the paper stocks suffered a small and gradual decline. 
In May, however, there was general and severe liquidation which carried 
most groups to levels lower than any in recent years. 


During the first five months of the fiscal year 1939-40 monetary and banking 
conditions remained stable. Cash reserves of the Chartered Banks increased 
slightly from $257 millions in March to $261 millions in August, while Canadian 
deposits of the banks increased in proportion. During the three months after 
the outbreak of war the Bank of Canada added substantially to its security 
holdings which increased from about $163 millions in August to $248 millions in 
November. This provided cash to meet the enlarged public demands for 
currency and to increase the cash reserves of the Chartered Banks from an 
average of $261 millions in August to an average of $294 millions in November. 
With this increase in their reserves the Chartered Banks were enabled to increase 
their Canadian deposits from $2,565,000,000 at the end of August to an all 
time record figure of $2,871,000,000 at the end of November. In these three 
months the security holdings of the Chartered Banks rose by $158 millions, and 
their current loans to the public by $147 millions. From November until April 
the Bank of Canada gradually reduced its security holdings from $248 millions 
to $206 millions. The cash reserves of the Chartered Banks have fallen in the 
same period from $294 millions to $271 millions. Total Canadian deposits of 
the Chartered Banks have been reduced less than in proportion and at the end 
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of April amounted to about $2,753,000,000. This has involved a reduction of 
the security holdings of the Chartered Banks of about $73 millions, which is a 
little less than half their increase last fall. 


Total net Government and corporate bond issues in 1939, as reported by 
the Bank of Canada, amounted to about $237 millions, exclusive of municipal 
issues. This compares with $174 millions, $56 millions and $106 millions in 
the preceding three years. The $237 millions included net Dominion direct and 
guaranteed and other C.N.R. issues amounting to $177 millions, Provincial 
issues amounting to $79 millions and net retirements of corporation issues of 
$20 millions. In the first quarter of 1940 there have been net Dominion and 
C.N.R. issues of about $168 millions and net Provincial issues of about $40 


millions. 


On April 30, 1940, an Order in Council was passed requiring all Canadian 
residents to sell their holdings of foreign exchange (but not of foreign securities) 
to the Foreign Exchange Control Board before May 31. Some exemptions were 
made for those requiring a certain amount of foreign exchange to carry on their 
normal business. As part of this mobilization of foreign exchange resources 
the gold and most of the foreign exchange reserves of the Bank of Canada were 
transferred to the Board. In order to provide the Board with the funds to 
purchase this gold and foreign exchange, the Exchange Fund was increased by 
$325 ,000,000, which was raised by the sale to the Bank of Canada of that amount 
of short-term Dominion securities. As a consequence of these operations the 
statements of the Bank of Canada since May 1 show no figures for gold coin and 
bullion, and much larger figures for investments. The value of gold held by 
the Bank on April 30 was $225,772,887.41. 


FINANCIAL FACTORS 


| Fiscal Years ended March 31 Mar.-Apr. Av. 
a | 1927 | 1929 | 1933 1937) 1938 } 1939 } 1940 | 1939 | 1940 
Security Prices and Yields 
Indexes of Common Stock Prices 
(1926=100) 
General Index...........-+.+: 101-8 173-3 §2-1 125-5 117-6 103-8 99-4 99-9 ¢8-0 
Industrials...........-.+++- 102-4 222-2 60-1 207-6 192-2 171-8 163-0 164-5 157-0 
Gold Mines... .....000.00+: — 94-1 59-0 132-0 112-7 118-8 107-9 114-1 96-1 
Dominion Bonds—A verage Yields 
SRA re ner noe 4-82 4-64 4-90 3-29 3-32 3-09 3-26 3-03 3-30 
Dominion Treasury Bills—Aver- ate 
age Yield (%)........--+200+- +778 -739 -601 +702 +650 +745 
Banking and Currency 
(Millions of Dollars) 
Bank of Canada— 

Total Reserves. .......6-+-+-: = _ _ 194-8 206-0 217-5 267-0 236-4 284-6 

Total Security Holdings........ _ = _— 135-8 166-6 179-5 200-2 160-3 200 9 

Active Note Circulation........ _— — _ 70-6 95-9 107-8 140-5 108-3 152-7 

Government Deposits........-. _ _ _ 23-1 23-7 24-0 39-3 19-8 47-7 

Chartered Banks’ Cash Re- 

OVO ciiovccs <snbedosenurusee _ _ — 230-6 243-1 259-5 270-8 258-6 269-9 
Chartered Banks— 

Canadian Deposits.......-.-++. 1,978-0 | 2,274-0 | 1,929-0 | 2,280-1 | 2,390-6 | 2,487-0 | 2.697-0 2,544-5 | 2.743-5 
Notice Deposits........-..++- 1,355-7 | 1,507-0 | 1,378-3 | 1,530-6 1,584-7 | 1,649-6 | 1,700-1 } 1 698-7 | 1,666-3 
Demand Deposits........-.-- 557-8 682-4 473-1 646-0 684-0 705-0 764-1 710-4 791-0 

Total Security Holdings........ 517-8 517-0 726-2 | 1,370-3 | 1,430-7 | 1,450-5 | 1,577-5 | 1,503-9 | 1.595-4 

Current Loans in Canada....... 957-7 | 1,212-9 997-9 685-6 744-1 799-4 899-7 807-3 959.2 

Call] Loans in Canada.........-. 145-5 260-1 109-0 104-0 94-3 64-5 52-6 55-0 | 52-9 

| 
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THE BUDGET, 1940-41 


Budget Papers presented by the 
Honourable J. L.’ Ralston, M:P., for the 
information of Parliament. on the occasion of: the 
Budget of 1940-41 


A. Review of Government Accounts, 1939-40. 


B. Review of Economic and Financial Conditions, 
1939-40. 
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DOMINION OF CANADA 


A. GOVERNMENT ACCOUNTS, 1939-40 
Comparative SuMMaRY STATEMENT oF REVENUES AND EXPENDITURES 


1. As the final figures for the fiscal year 1939-40 are not as yet available, 
all statements dealing with revenues, expenditures, investments and balance 
sheet items are estimated. It is expected that when the books of the year are 
finally closed, any variations from the figures shown herein will be of slight 
importance. 


2. The following tables show, by main categories and in detail, revenues, 
expenditures and the increase in net debt for the fiscal year 1939-40, together 
with comparable figures for the four preceding fiscal years: 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(000 omitted) 


Tax Revenues— ; 
Customs import duties................ 
AUX CISO CUTIES vy awison sich inter tenats 


War tax revenues— 

IRE dB ey aR ee iy os a AROS 
Insurance companies..............++: 
UnCOmOG AX saesc. ca yeeiorcis sole. a svelte 
Salositaxs cases yaa an Gh roe 
Manufacturers’, importations, stamps, 

transportation taxes, etc.........!. 
Maxcont golds. aoe eters icici ee 


Total revenue from taxes................ 


Non-tax Revenues— 


OG ERICI Gis case ae a deers: ent eae eee 
Fines and forfeitures.................5- 
INISROTIOS 1. ce 2 siete co nee ine ec a nee 


~ Interest on investments............... 
«Lands, Parks and Forests............. 
NVA TING trig cpa ees a ot ceo ree 


PMA EATY COUGHKO. sede etn souiscicteles 
“Militia pensions revenue............... 
Ordnancelands(),.:.... seem csr caee 
Patent and copyright fees............. 
PRPENITONLIBTION «5 oc. 04 comedies aoc ofa sere 
PL ORU.OLICE. ovo s.sec co eeeee oo es cess eee 
© Premium, discount and exchange...... 
PUDLICIVVOLKS: ; ss. cee ee erie 


R.C.M.P. officers’ pensions............ 
Weights and measures................. 


Total non-tax revenue.....,...........05 
Total ordinary revenues................. 


Special Receipts— 
Sundry recoipta cc. eee poe ae 


Other credits— 
Refunds on capital account............ 
Credits to non-active accounts......... 
Net credit resulting from various 
adjustments in Railway accounts 
authorized by Canadian National 
Railways Capital Revision Act, 1937 


Total Special Receipts and Credits...... 
Grand Total Revenue........... 


1935-36 


1936-37 


1937-38 


1938-39 


Estimated 
1939-40 


102,365 


120, 366 


“42,764 


78,751 
51,314 


1,014 
891 
142, 026 
122,139 


134, 449 
137,446 


28, 582 


i382 
34,275 


— | 


| a | | 


_——__$_$$—$—— | | ee | | 


—————— i a | ee | ee 


372, 596 


454,154 


516, 693 


502,171 


562,095 


—_ oe 
(!) As from November 1936, radio licence fees have been deposited to credit of The Canadian Broad- 


casting Corporation. 


(*) Includes $8,000,000 from Canadian Wheat Board taken into the accounts as an offset, in part, 
to the disbursements in 1935-36 re losses on 1930 wheat pool and stabilization operations. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS 


(000 omitted) 


— 1935-36 | 1936-37 | 1937-38 | 1938-39 | Estimated 


1939-40 
$ $ $_ $_ $ 
OrpInarY ExPrNnpITURR 
9,399 8,741 9,017 9,527 11,817 
429 423 463 473 459 
259 305 358 379 398 
1, 290 1,341 1,450 1,057 1, 228 
134, 549 187, 410 132,118 127,996 129,315 
3,577 spr 4,555 4,914 4,992 
ee 4 me <2 = 
13,769 13,735 13, 735 13.752 |, 13,769 
3,975 3, 225 7,475 7,475 5,475 
736 540 560 643 660 
854 787 712 638 574 
1,875 2,019 2,065 2,220 2,271 
16, 764 21,149 28,653 29,044 29,977 
3, 654 3,498 3,573 3, 689 3,959 
1,710 1,691 1,850 2,036 2,320 
219 224 225 226 227 
163 172 187} . 194 195 
2,748 2,773 2,790 | ° 2,748 2,725 
2,37 2,32 2,577 2,675 2,941 
660 720 706 788 788 
99 76 49 27 31 
Government Annuities— 
Payments to maintain reserve....... 272, 541 8,941 — — 
Legislation— 
Fiéuse of Commons................005 1, 486 1,760 1,516 1,800 1,286 
Library of Parliament................. 76 75 79 72 6 
EN So te soc 5 ee 491 587 536 600 432 
RAOMOTARS fo tases. <.« 25.0 wore ee eae 55 73 57 75 68 
Dominion ne Office Saree De, 498 53 76 50 _— 
Chief Electoral cer, including elec- 
cael ..... ees 1,089 | 72 45 114 458 
Mines and Resources— . . 
SAAPESHIIGEPATION « «,«, 4. 2/idte ahs «0 oo =~ _ (4) 1,491 (4) 184 (1) 180 
Immigration and Colonization.......,. 1,322 1,313 1,163 1,335- 1,338 
SEAT DRIES sa cos eee Le 4, 869 4,904 4,897 5,305 5,579 
ES SRE SOR 4 2) 939 2) 887 ut Ls ure 
Lands, Parks and Forests — -- 1,910 2,249 2.197 
Surveys and Engineering......... es — — * ~9383' 1,325 1,406 
Mines and Geological ebb Shae . : 1,040 1,135 658 1,340 1,325 
M t of Coal and Subsidies under 
Tomestic Fusl Act oa ain isiews-azela Cree temee 2,103 2,277 2,521 1,921 4,532 
National Defence— 
Pea AEDISEPACHONS an. «5 > 5 niv-'ais 02s ~ —_ _ (2) 409 (?) 166 
LT lice OU igs fe er te a 10,141 11,346 17, 221 15,772 5,995 
Pin Wal Dorvaice.. « ».2 <crb dacs ace 2,380 4,763 4,372 6, 590 1,869 
PST BOLUICG Ss. sss o> ne PSena ste 3,000 5, 822 10,018 11,216 4,852 
Bandry Serviees. o.....00da20e dees beck 879 992 1,149 447 310 
Nati Rev including Income 
a ee gat 3 ee : & ; 5 % “ oiiete care 10, 963 11, 205 11,870 11,899 12, 064 
Pensions and National Health— 
Administration............. False! ae aa _ _ (*) 118 (7) 126 
f returne 
gare me = sii . | a 11,060 11,579 ie bo Nope nv 
ions, W OC Military ca. ciiccese ne 42,790 42,801" 42, ' , 
Health Tivodod..... hee ee 993 873 957 1,012 1,113 


' 
(1) Prior to 1937-38 general administration expenses were not segregated from other expenditures 
of Prot services of the departments which were amalgamated to form the Department of Mines 
and Resources. The figures from 1938-39 represent only Departmental. Administration, other adminis- 
tration costs being included as in other departments, under the respective services. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 


Orpinary ExpanpirurE—Concluded 


FEOStLO MICO en ttrateira sisiseatePaceciele aiebe ce 
Privy Council stan sacmt te aden cccle ee 
UGTA TCHIVeSs ccs atte nano cen 
Public Printing and Stationery.......... 
Ub NGAWOrkS Gre nla aaa ooe 


@anadaiGrain, Act... accent caasecee 
Mail Subsidies and Steamship Subven- 
Clone Sateen me nce e ete hacs 5 oes 
Transport— 
Adininistrations.s7aceeceeeen a8 eat 


Canadian Radio Commission.......... 
Canadian Travel Bureau.............. 


PUSTL WeLy Setar yar ners suarscoiotasets oer ersten 


SpectAL !xPENDITURE 


Unemployment Relief Act, 1930......... 
Unemployment Relief Act, 1931......... 
Unemployment Relief Act, 1932......... 
Unemployment Relief Act, 1933......... 
Unemployment Relief Act, 1934......... 
Unemployment Relief Act, 1935......... 
Administration—Relief Acts............ 
Grants-in-aid to Provinces............... 
Material Aid to Provinces, including 

municipal improvements projects...... 
Dominion share of joint Dominion- 

IELOVANCIO PEOJECLS: ics oe ne 
Dominion! Projects... ae 
Transportation facilities into mining areas 
Railway Maintenance Relief Work...... 


Western Drought Area Relief— 
IDinect Relist 225 sic) bcc ene 


Expenses of marketing cattle.......... 

Purchase and distribution of food 
SUES. 3 on. ce ania acc cee 

Prairie Farm Assistance Act, 1939— 
Net Expenditure 


1935-36 


1936-37 


1937-38 


1938-39 


Estimated 
1939-40 


8,751 


2,029 


(2) 417 
(8) 2, aS 


’ 


250 
3,661 
3, 183 

180 


414,892 


24,586 


1,993 


(2) 371 
(8) 3,457 
4,271 
249 
4,371 
2,583 
187 


413, 032 


260 
17,037 


9,146 


397,996 


Pino tntighete 13) 


ie} 
I 


7,500 
9,105 


(?) Prior to 1937-38 in the case of the Department of Transport and prior to 1938-39 in the case of Nat- 


ional Defence and Pensions and National Health general administration expenses were not segregated 


from other expenditure of the respective services of the departments. 


(8) Prior to 1937-38 expenditures on civil aviation, now the Air Service Branch of the Department 
of Transport, were included under expenditures for the Air Service Branch of the Department of National 


Defence. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 
ay Estimated 
1935-36 1936-37 1937-38 1938-39 1939-40 
$ $ $ $ $ 
SpeciAL ExXPENDITURE—Concluded 
Public Works Construction Acts......... 29,581 _— — — — 
1930 Wheat Crop Equalization Payments 
EMRE MECC os ons cc vnaen nae 6, 600 — — — 
Loss on 1930 Wheat Pool and stabilization 
operations— 
Payment to Canadian Wheat Board 
of net liability assumed as at Dec. 2, 
Mee tein 6 ne Sine han ee 15, 856 — — — — 
Loss on 1930 oats pool under guarantee 
of bank advances to Canadian Co- 
operative Wheat Producers, Limited 174 — —_ — — 
Provision for reserve against estimated 
losses on 1938 wheat marketing 
PRP IIRAD, Serre o's sn cerning « ce eee _— — _— 25,000 27,000 
52,211 — — 25,000 27,000 
MOR TSKPORA PO | 65.6: 6.6:0:5:05 5:00 0 oceans _ — _— — 118,340 
Total special expenditure........ 102, 047 78,004 68,535 71,896 207,453 
GovERNMENT OWNED ENTERPRISES 
Losses charged to Consolidated Fund— 
Canadian National Railway System, 
BEGUAREETULIIOS 056.5 .s:5.s08 Sead 41,796 37,449 37, 882 48,194 34,851 
LO A ee Sac 5, 625 5, 854 4,464 6,120 5,245 
Prince Edward Island Car Ferry and 
SERTORDIUB oho o.oo ca 0 coo mo geleeenan 


Canadian National Steamships 
National Harbours Board........ ce 
Trans-Canada Air Lines............... 
Central Mortgage Bank............... 


Total charged to consolidated 
MRED ego aw: hor ccais cin gota On 48,817 43,553 42,746 55, 658 41,045 
Loans and advances non-active— 
Canadian National Steamships........ (Cr.) 333 |(Cr.) 1,754 104 6 8 
National Harbours Board...........-. 2,456 2,419 1,983 3,279 1,027 
Total non-active advances....... 2,123 665 2,087 3, 285 1,035 
Total government-owned enter- 
BBO a ios. oie korea 50,940 44,218 44, 833 58,943 42,080 
OTHER CHARGES 
Write-down of assets chargeable to Con- 
solidated Fund— 
Drought Area Relief Loans, 1934-35— 
Province of Saskatchewan........... — —_ = = 1,374 
Reduction in soldier and general land 
gettlioment loAnS......5060..:+s<0a00 488 628 750 1,023 1, 643 
Yearly established losses in seed grain 
and relief accounts—Department of 
Mines and Resources.............+- - 27 44 14 18 10 
Canadian National Railways Securi- 
ties Trust Stock—Reduction due to 
line abandonments during calendar 
years 1938 and 1939............-.-++. _— _ (7) — 2,713 2,600 
Cancellation of Canadian Farm Loan 
Board—Capital Stock.............++ _— 20 10 14 11 
Province of Manitoba Treasury Bills. . _ a (4) 805 pa = 
rovince of Saskatchewan Treasury 
Co SO ee reer ir os — = on (4) 17, 682 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Concluded 


(000 omitted) 


Estimated 
oe 1935-36 1936-37 1937-38 1938-39 1939-40 


Non-active Accounts— 
General Land Settlement Loans....... _— — 
Active assets transferred to non-active. _— (3) 18, 487 — 
Fulfilment of guarantees— 
The Saskatchewan Seed Grain Loans 


Guarantec!Act, 1986..-......0ccsen _ _ -- — 2,638 
Total other charges............. 515 19,179 1,718 3,768 25, 958 
Grand total expenditures........ 532,585 532,005 534,408 553, 063 680,516 


(1) Included with Eastern lines in previous years. 

(2). An amount of $711,000 representing line abandonments during the calendar year 1937 was included 
in the adjustments resulting from the Canadian National Railways Capital Revision Act, 1937. 

(?), Dominion contribution to Voluntary Debt Adjustment Program effected in Provinces of 
Manitoba and Saskatchewan respecting Drought Area Relief that was financed by the Dominion up to 
January 1, 1935—Manitoba $805,000, Saskatchewan $17,682,000. 

(4) These amounts are offset by a contra account on the revenue side. 


SUMMARY OF REVENUES AND EXPENDITURES 
(000 omitted) 


a a 
a 


Estimated 
os 1935-36 1936-37 1937-38 1938-39 1939-40 
$ $ $ $ $ 

Ordinary expenditures................... 372,539 387,112 414,892 | 413,032 397,996 

Ongaunary reventies.....accee socket 372, 222 445,029 510, 298 498,017 541,618 
Deficit (—) or surplus (+) on ordinary 

BCCOUNG. cis5i5.5 oe rete our Ie —317 +57,917 +95, 406 +84, 985 +143, 622 

Special expenditures..................... 102,047 78,004 68,535 71,896 207,453 

Less special receipts................. 320 8,464 3,010 1,256 164 

IBSIANCE. 326 occ ee eee 101,727 69, 540 65,525 70,640 207,289 

Add—Capital expenditures.............. 6,544 3,492 4,430 5,424 7,029 

“Government owned Enterprises... 50, 940 44,218 44,833 58,943 42,080 

se ¥Other charges: 4@ eee ee 515 19,179 1,718 3,768 25,958 

159, 726 186, 429 116, 506 138,775 282,356 

Less other credits................... 54 661 3,385 2,898 20,313 

. 159, 672 135, 768 113,121 135,877 262,043 

Add deficit or deduct surplus as above. . 317 57,917 95,406 84,985 143, 622 


Over-all deficit or increase of direct net : | =p (naa | Sn a 
cs ee 159, 989 77,851 17,715 50, 892 118,421 
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REVENUES, 1939-40 


3. The total revenues of the Dominion from taxation and other sources, 
not including $20,292,000 of credits to non-active account which necessarily 
appears also on the expenditure statement, aggregated $541,803,000. This 
represents an increase of $26,952,000 or 5-2% over the previous all-time record 
revenue received in the fiscal year 1937-38. Compared with last fiscal year, 
1938-39, the increase was $42,490,000, or 8-5%, 


4. Total revenue from taxation amounted to $467,685,000, an increase of 
$31,978,000 over that collected in the previous year. With the exception of 
(1) income tax, and (2) manufacturers’, importations, stamps, transportation 
taxes, etc., the main sources of taxation recorded substantial increases over last 
fiscal year. These increases arose out of taxation changes effected by the 
emergency budget of September 12, 1939 and improvement of business con- 
ditions generally. 

5. The sales tax replaced income tax as the largest single revenue producer. 
Receipts from this tax totalled $137,446,000, an increase of $15,307,000 over 
1938-39. ‘This increase was due in part to improvement in general business 
activity and in part to the removal from the schedule of exemptions of electricity 
and gas used for domestic purposes, salted or smoked meats and canned fish, 
as provided for in the budget of September 12, 1939. 


6. Income tax receipts totalled $134,449,000, a decline of $7,577,000 from 
that collected in the previous year. This decline was principally in the collec- 
tions of the tax on corporation incomes based on 1938 earnings. Of the receipts, 
$77,920,000 was from the tax on corporation incomes, $45,407,000 from the tax 
on individual incomes, and $11,122,000 from the 5% tax collected at the source 
on interest and dividends. 

7. Other excise taxes including the stamp tax on cheques, etc., and the 
taxes on sugar, automobiles and rubber tires, matches, toilet preparations, 
pullman tickets, telegraph and telephone messages and other miscellaneous 
commodities realized $28,582,000, a decrease of $10,990,000 from the previous 
year. The removal of the 3% tax on importations under the intermediate tariff 
resulted in a loss in revenue from this source of $13,612,000. The difference, 
namely $2,622,000, represents the net increase in other items of excise taxes. 

8. Receipts from excise duties, mainly on liquor and tobacco totalled 
$61,032,000, an increase of $9,718,000. This increase was due largely to the 
increased duties on liquor and tobacco following the budget of September 12, 
1939. 

9. The greatest increase in revenues from any one source occurred in customs 
import duties, where a total of $104,301,000 was realized, compared with 
$78,751,000 for the previous fiscal year, an increase of $25,550,000 or 32-4%. 
Of this increase it is estimated that approximately $6,600,000 was obtained from 
the tariff increases provided for in the September, 1939, budget. The balance 
of the increase reflects improvement in conditions generally, due in part at least 
to expanding activity brought about by the war. 

10. Non-tax revenues or revenues from services rendered by the various 
departments and interest on investments, totalled $73,933,000 compared with 
$62,310,000 in the previous year. The largest non-tax item is the receipts of 
the Post Office which totalled $36,729,000 during 1939-40, an increase of 
$1,441,000 over the preceding fiscal year. The cost of operations of the Post 
Office last year was practically the same as its receipts, there being a nominal 
surplus of $2,000. Last fiscal year there was a nominal deficit of $168,000. 
The Post Office accounts do not include the rental value and other costs of 
premises occupied and equipment used, nor do they include any credit to the 
Post Office for services rendered to other departments through the free use of 
the mails. 
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The second largest non-tax revenue item is Interest on Investments which 

totalled $13,394,000, an increase of $231,000 over that received in the previous 
ear. 

3 Casual Revenue including mint handling charges and net profits on coinage, 

Dominion’s share of surplus profits of the Bank of Canada, receipts from various 

provinces for services rendered by the Royal Canadian Mounted Police and other 

miscellaneous items totalled $9,373,000. 

The large amount shown as Premium, Discount and Exchange revenue is 
due mainly to the redemption of the 33% 1930-50 loan of £28,162,776, which 
was called for payment and paid at the current rate of sterling. 

11. Special Receipts and other credits amounted to $20,477,000. The 
main item in this category is the credit of $20,292,000 made up of $17,682,000 of 
Province of Saskatchewan treasury bills written off from non-active account 5 
$2,600,000 of Canadian National Railways Securities Trust Stock written off 
because of line abandonments during the calendar year 1939; and $10,000 
representing the yearly established losses in the seed grain and relief accounts 
of the Department of Mines and Resources. All of these amounts necessarily 
appear on the expenditure statement under the heading of “Other Charges”. 


EXPENDITURES, 1939-40 


12. The comments which follow will deal with expenditures classified by 
the usual main categories: Ordinary Expenditures, Capital Expenditures, 
Special Expenditures (including relief and war), Operating Deficits of and Non- 
active Advances to Government Owned Enterprises, and Other Charges. All 
disbursements under these categories are included as expenditure in arriving 
at the over-all deficit or increase in net debt. 


ORDINARY EXPENDITURES 


18. Ordinary expenditures, which include interest on the public debt and 
the general administrative expenses of the Government totalled $397 ,996,000, 
a decrease of $15,036,000 from the previous fiscal year. 

The largest decrease in ordinary expenditures is in the Department of 
National Defence where by reason of the war a change in policy was instituted 
as from September 1, 1939 which involved the charging of certain expenditures 
of this department to War Expenditures. These are included in the totals 
shown under section 15. Certain Defence Expenditures, totalling $3,770,000, 
originally set up as Capital have been charged to Ordinary Account pursuant 
to Item 205 of the Main Estimates, 1940-41. Ordinary expenditures of the 
Public Works Department decreased approximately $2,400,000 and special 
grants to provinces were reduced by $2,000,000. 

There were no very large increases in the ordinary expenditures of any 
particular department. Expenditures of the Department of Agriculture in- 
creased by $2,290,000. Interest on public debt was up by $1,319,000. The 
Dominion’s share of Old Age Pensions, including pensions to blind persons was 
$933,000 higher than last fiscal year. Payments in connection with the move- 
ment of coal under the Department of Mines and Resources increased by 
$2,611,000. The only other increase of any considerable amount was for the 
treatment and after-care of returned soldiers which increased by $1,325,000. 


Capital EXPENDITURES 


14. Total expenditures charged to capital amounted to $7,029,000 com- 
pared with $5,424,000 in the previous year. The main items in this category 
are expenditures arising out of dredging the St. Lawrence Ship Channel and the 
construction and improvements of airways and airports. 
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SPECIAL EXPENDITURES 


War Expenditures— 


15. Expenditures arising out of the War are treated as special expenditures. 
The amount actually expended and charged to the fiscal year 1939-40 was 


$118,340,000 divided by departments and services as follows :— 


Agriculture— 
Bumepase Of Areles pee cates. oss 2 Ske ee 
Purchase of Fibre Flax Seed................ 
Program to encourage production of essential 
euricultural war supplies ior. oo. yn ee 
Lg a ie eG 0-6 aol a, ee 


Auditor General’s Office— 


Ana, of War Bependitures 0... ..06... 22S 


Civil Service Commission— 


Additional War Expenses... ... 6. dccens eas 


External Affairs— 
Establishment of new offices abroad......... 
BuNdey ss) eee oh Pe eS 


Finance— 
Comptroller of the Treasury— 


Dependents’ Allowance Office and Outside 
Beta blishmenisemr ecb dete or .cicus Oat dae 


eee CO OUrt... ce eC ic eh as ce 


Labour— 


Wartime Prices and Trade Board............. 


Mines and Resources— 


Repatriation of distressed Canadians abroad. . 


National Defence— 
MaAmInistratlon.... <. «eee Dee ue ae 
RIEReY. BOL VICE: 3x0Fonmemi chs 7 foe sid + 5 vei 
PONSOLINE =... gigsas cee ee oe 
Internment... 5235 ee ee ee heoe 
Waval Services: 2... eee hs Sea ee 
Aur Services... 7. 2s Soe ee ee ecu 
British Commonwealth Air Training Plan... 


National Harbours Board— 
St. John 


National Research Council— 


Scientific and Technical Work................ 


National Revenue— 


Censorship of Publications................... 


3803—23 


1,302,000 
1,000 


39,000 
35,000 


= (ei aiip 9! 0) ef mB lene 


358 ,000 
215,000 


1,000 
13 ,000 


© Sl is) sp) ee) 6) aoa 


504 ,000 

67 ,323 ,000 
99 ,000 

274 ,000 
11,351,000 
28 ,554 ,000 
4,257 ,000 


Dredging—Courtenay Bay...............-.+00 


1,377,000 
8,000 


6,000 


76,000 


573,000 


14,000 
55,000 


18,000 


112,362,000 
70,000 


121,000 


2,000 
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War Expenditures—Concluded 


Pensions and National Health— 
Hospitalization Expenses— 


65) ioe ria hE co Gate Oe 778 ,000 

POCA MEP ase oe oh oa ee eee 49 ,000 

AIP Raid Precautions: «220. .oee Aes tae 56,000 

Piltic Wee ers GOES ee: 17 ,000 
Post Office— 


Censorship Co-ordination Committee 
(Postal! Censorg hips ic... assy ee NOES cc Pe cs et es 


Privy Council— 


Censorship Co-ordination Committee........ 5,000 
Sub-Committee of the Cabinet on Public 

EN Toni AT OU sa. 5 Ae s/o a aioe secre ee 25,000 

Public Works— 

New Office building in Ottawa.............. 137 ,000 
Furniture, etc., for new employees........... 263 ,000 
Alterations: to: uildines...:)..- ge mens. 203 , 000 
Rental of new premisés..c. ects oe 87 ,000 
Construction, repairs and improvements to 

dmydocks and dockyards...se400 1. -< 5 68 , 000 
Halifax barracks and torpedo building...... . 60 ,000 
PE MMOTIC’ 3.5.4 dn ERM: eo eee eR er 11,000 


Royal Canadian Mounted Police— 
Eecrease in strength 22455 .. .. See ee ee 


Secretary of State— 
Censorship Co-Ordination Committee (Press 


Geasorship Division). «2.4.50 see = ee 30,000 
Internment Operations: ....:..4 0. eee oe ee 15,000 
Puplie-lntormation Wmnice: . ee seoens oe 22,000 
OIE R ss: ov aM t. corn ee eee 8,000 
Trade and Commerce— 

Expenses re Canadian Shipping Board.................... 
Transport— 

Airport and airway facilities and aerodrome 

BGO og + ay 5s A aa in an Lea oe 138 ,000 
Meteorological services—wartime............ 25 ,000 
Radio services—wartime................... 71,000 
Canals services—canals protection and special 

OUOL AE. 3: 5. 10¢ re eee ee oi... < 18,000 
Marine services—increased services of Marine 

Service Fleet, and replacing of buoys...... 75,000 
PIMCITIOS): 4 os5 c/s 4 <M ee ca em 23 ,000 

TP ORAT. 4%. js nes Pree ee 


$118 ,340, 000 


900,000 


70,000 


30,000 


829 ,000 
1,400,000 


75,000 
4,000 


350,000 
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Relief Expenditures— 


16. Special expenditures for the alleviation of unemployment conditions 
and of agricultural distress amounted in 1939-40 to $62,113,000 compared with 
$46,896,000 in the previous year. Payments to provinces under the Material 
Aid and Municipal Improvements Projects agreements amounted to $19,534,000 
compared with Grants-in-aid to provinces the previous year of $17,037,000. 
The Dominion’s share of joint Dominion-Provincial projects, including trans- 
portation facilities into mining areas and the development of tourist highways, 
increased from $7,472,000 to $8,268,000. The total cost of public works and 
other projects including administration for which the Dominion assumed sole 
responsibility amounted to $25,206,000 as compared with $13,241,000 during 
the preceding year. 


Special drought area relief in the Province of Saskatchewan was confined to 
the earlier months of the fiscal year, and consequently expenditures under this 
heading declined from $9,146,000 in 1938-39 to $1,605,000 in 1939-40. How- 
ever, as an offset to this reduction, there was an expenditure during 1939-40 
of $7,500,000 under the Prairie Farm Assistance Act, 1939, representing the 
net cost to the Dominion in connection with the acreage bonuses paid to farmers 
under the Act. 


The following table compares relief expenditures during each of the last 
two fiseal years: 


1938-39 1939-40 
Material Aid to Provinces................0..5.5, $ 17,037,000 $ 18,291,000 
Dominion’s share, Municipal Improvements pro- 
ae ee © Pe ee Nery ey ee 1,243 ,000 
Dominion’s share of joint Dominion-Provincial 
Peete... ee tt ee 7,472,000 8 , 268 ,000 
Dominion Projects— 
Department of Agriculture................... 3,338 ,000 3,620,000 
se Pesboriess eke tec nupitiad acon cet 533 ,000 232 ,000 
é Mines & Resources............ 1,672 ,000 2,752 ,000 
ff National Defence.............. 369 ,000 137 ,000 
J PUDMC. WOR setts nd ee 5,780 ,000 13 ,338 ,000 
re ‘LYRNSDORES oe hee os ee 1,076,000 4 296 ,000 
pemlery Uiepariiments. ete ot oe ak 473,000 831,000: 
Western Drought Area Relief— 
Direct Relief and Agricultural Relief.......... 8 ,869 ,000 1,605 ,000 
ei ee at a ie eer mi sal VEE! | a ee 
Prairie Farm Assistance Act Net Payments.................. 7,500 ,000 


$ 46,896,000 $ 62,113,000 
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17. The following table shows the Dominion’s relief expenditures of a 
direct nature since the passing of the first Relief Act in 1930: 


(000 omitted) 


Direct Joint Pat . Miscel- 
Relief Dominion- tenes bari Wereoe laneous 
—— including | Provincial rd e Apee Provineinl Relief Total 
Grants- | Works and’ P a re Relief oars Eexpendi- 
in-Aid Projects Rojee tures 
$ $ $ $ $ $ $ 
Period Sept. 22/30 to Mar. 31, 

EOSD Prins viahe-ck ss nit atgaines 77,767 49,643 SOpeKe TC). LO O88 hie ccverkccns 3,532 176,007 
Year ended Mar. 31/36......... 26,570 10,408 Oeyioe tA). 4,000). osc Scaeet 306 79,416 
Year ended Mar. 31/37......... 28,931 12,472 27,585 8,751 |(8) 18,487 265 96,491 
Year ended Mar. 31/38......... 19,530 10,165 13,847 DAS DBO. = cir ao. 407 68,535 
Year ended Mar. 31/89......... 17,070 7,472 12,919 SENSO cans m evsrarsle eels 288 46,895 
Year ended Mar. 31/40 

(estimated) sco. yecneencaear 19,534 8, 268 24,919 | (4) 9,105 | (5) 1,374 287 63, 487 

Dotan Aura caret acciee 189, 402 98,428 147,379 70,676 19,861 5,085 530, 831 


(1) Includes $5,000,000 Province of Saskatchewan Treasury Bills written off and charged to expenditure. 
(2) Represents Province of Saskatchewan Treasury Bills written off and charged to expenditure. 

(3) Written down to non-active assets as of March 31, 1937, and written off during 1939-40. 

(4) Includes net cost to the Dominion under the Prairie Farm Assistance Act 1939, $7,500,009. 

<°) Write off of Saskatchewan Treasury Bills re 1934-35 Drought Area Relief. 


In the above table no account is taken of loans to Western Provinces under 
Relief Acts, loans to cover labour cost of special railway works programs and 
losses borne by the Dominion as a result of wheat marketing operations. 


18. The last item in this classification covers losses arising from the 
Dominion’s guarantee of a price of 80 cents per bushel, basis No. 1 Northern, 
Fort William, for the Western Wheat Crop of 1938. At the close of the fiscal 
year under review there remained unsold a small quantity of wheat of the 1938 
crop and accordingly the losses of the Canadian Wheat Board in respect of the 
marketing of that crop were not finally determined. It was clear, however, 
that these losses would amount to at least $52,000,000. An advance of this 
amount without interest was made on account to the Board to enable it to 
pay off guaranteed bank advances. During 1938-39 a reserve of $25,000,000 
had been set up as a reserve in the accounts in respect of possible losses in 
marketing this wheat and the difference between the total advance of $52,000,000 
and this reserve, namely, $27,000,000 has been charged to the Dominion’s 
accounts in 1939-40. 


GOVERNMENT OwNrEpD ENTERPRISES 


19. The next major classification of expenditures comprises the losses of, 
and non-active advances to, Government owned enterprises which are operated 
as separate corporations. 


Canadian National Railways 


20. The operating revenues of the Canadian National Railways for the 
calendar year 1939 amounted to $203,820,000, an increase of $21,578,000 or 
11-8% from the preceding year. All classifications of revenue tonnage, except 
forest products, showed substantial increases over 1938. 


Operating expenses of the Railways totalled $182,966 ,000 an increase of 
$6,790,000 or 3-8% over 1938. Most of this increase was in maintenance and 
transportation expenses necessitated by the increase in traffic. 


The net revenue available for interest on the railway’s debt was $10,635,000 
compared with a deficit before interest charges of $3,549,000 in 1938. After 
payment of interest charges of $49,814,000 due to the public and _ interest 
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charges of $916,000 due to the Government in respect of temporary loans for 
capital purposes, there was a net cash deficit of $40,096,000 compared with 
$54,314,000 in the previous year, a decrease of $14,218,000. 


The operating deficit of the Prince Edward Island Car Ferry and Terminals 
during 1939 was $427,000 as compared with $388,000 in 1938. 


National Harbours Board 


21. The operations of the harbours and facilities under the administration 
of the National Harbours Board in 1939 recorded a small gain over 1938. Operat- 
ing income for the calendar year after payment of interest to the public but before 
depreciation and interest on Government advances, totalled $3,723,000 compared 
with $3,640,000 in the previous year. 


Financial assistance provided by the Government to the National Harbours 
Board and charged to Dominion expenditure in the fiscal year ended March ol; 
1940, amounted to $1,121,000. This amount was made up as follows: $94,000 
for the operating deficits of the harbours at Quebec and Churchill; $377,000 for 
non-active advances for the deficit of the Jacques Cartier Bridge at Montreal; 
$7,000 for retirement of debentures of the Saint John Harbour Commission and 
$643,000 for capital expenditures at Halifax, Saint John, Quebec, Chicoutimi 
and Three Rivers. 


The elevators at Port Colborne and Prescott operated at a profit during 
1939 and the Government received $325,000 from these sources which was 
credited to Casual Revenue. 


Canadian National Steamships 


22. Total earnings, especially passenger revenue, of the Canadian National 
(West Indies) Steamships Limited were seriously affected after the outbreak of 
war. The 1939 operations of the Company resulted in a surplus of $154,000 
after payment of interest on bonds held by the public but before depreciation 
and interest on advances from the Government. The comparable figure for 
1938 was $276,000. The 1939 operating surplus was paid to the Government in 
partial payment of interest. An advance of $8,000 was made to the Company 
for capital improvements of vessels under its control. 


Trans-Canada Air Lines 


23. The operations of the Trans-Canada Air Lines expanded greatly during 
the calendar year 1939. Operating revenue increased from $591,000 to 
$2,350,000. The annual deficit after payment of interest on capital and de- 
preciation decreased from $818,000 in 1938 to $412,000 in 1939. 


Central Mortgage Bank 


24. The operations of the Central Mortgage Bank for the period July 14 
to December 31, 1939, resulted in an operating deficit of $16,000 which was 
paid by the Dominion Government. Further information as to this Bank will 
be found under Loans and Investments. 


Summary 


25. The total amount charged to Government expenditures resulting from 
operating deficits and non-active advances to all government owned enterprises 
totalled $42,080,000 as compared with $58,943,000 in the fiscal year ended 
March 31, 1939. The decrease of $16,863,000 was mainly due to the reduction 
of the deficit of the Canadian National Railways. Loans and Advances to 
Government Owned Enterprises which are treated in the Public Accounts as 
Active Assets are referred to in a later section. 
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OTHER CHARGES 


26. Other Charges, the final main category of expenditures, amounted to 
$25,958,000. The principal item included in this total was the write-off of 
Saskatchewan treasury bills from non-active assets to Consolidated Fund 
amounting to $17,682,000. Other items similarly dealt with were reduction of 
Canadian National Railways Securities Trust Stock of $2,600,000 representing 
line abandonments during the calendar year 1939 and the yearly established 
losses in seed grain and relief accounts of the Department of Mines and Resources 
amounting to $10,000. The total of these three items, namely, $20,292,000, is 
offset by a similar amount of Other Credits already referred to under Revenues. 


The annual write-off of Soldier and General Land Settlement Loans amount- 
ed to $1,643,000. Capital Stock of the Canadian Farm Loan Board in the 
amount of $11,000 was cancelled. An amount of $1,374,000 of Saskatchewan 
Treasury Bills was written-off as a final adjustment with respect to drought 
area relief assumed by the Dominion for the period September 1, 1934, to August 
ol. O35. 

Pursuant to the Saskatchewan Seed Grain Loans Guarantee Act, 1936, 
the Dominion was required to fulfil its guarantee with respect to bank loans 
to municipalities to the extent of $2,638,000. 


SUMMARY OF EXPENDITURES 


27. The grand total of the preceding expenditures, i.e., Ordinary, Capital, 
Special including War, Government Owned Enterprises, and Other Charges, is 
$680,516,000 for the fiscal year 1939-40. 


28. The following table shows the percentage distribution of revenues and 
expenditures for a number of important items of revenue and expenditure. 
Receipts from various taxes and other revenue sources are shown as percentages 
both of total revenues and of total expenditures. Similarly, several of the main 
items of expenditure or groups of such items are shown as percentages both of 
total expenditures and of total revenues. This table should only be used for 
the purpose of drawing broad conclusions as to the relative burdens imposed 
on the treasury by the several important services or obligations of Government. 


PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1939-40 
(000 omitted) 


Percentage 
Revenues Amount ee to total 
(estimated) eons Ee 
$ % % 
Ordinary Revenue— : 
TNCOMO Lax. a: 6a Ee A RL ae ae 134, 449 23-92 19-76 
Customs import, (Diutios ence a4- Ae ee ee ee he 104, 301 18-56 15-33 
IX CiseDULIES |. .518. ee cel ht EE Bae oy 61,032 10-86 8-97 
SSCS ANA x y5.0.asic5 310.11 et oe CORE OE Ae oe 137,446 24-45 20-20 
Manufacturers’, importation, stamp taxesnetCrasmerneer: Wes. 28, 582 5-09 4-20 
Other tax:-reventes;:, een er 1,875 0-33 0-27 
Total Reventetrom, Taxes...) see ne. 467,685 83-21 68-73 
Non-tax, Reventcsmenre os emer ee 73,933 13-15 10-86 
: WotaliOrdinaryaieventies 4.445. eee eee 541,618 96-36 79-59 
Special Receipts and Crediten mess a1.0.) een hee . 164 0-03 0-02 
Other Receipts and Credits— 
Refunds of capital expenditures and credits on non-active 


PCCODDIS <5 51.25 «gene sas 08 dons ech ene ee eR ey oe ce 20,313 3-61 2-99 
Grand Total Mevenues=.22. 2 a eee eee 562,095 100-00 82-60 
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PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 


1939-40—Concluded 
(000 omitted) 


Expenditures 


Ordinary Expenditure— 
BeErBAY Ol DUDIIG GG Gace oe neds ace ees « v0. mnaina danas eee 
Cost of loan flotations and amortization charges.............. 


Pebbe Pehe © parlor se - amen r che: << ccgranie ties, aioe 


Subsidies and special grants to Provinces...................-0 
Olde 2e Pensions, osm 5 seug pnts gs qyecies. sa + Acces iegaageniane 


Pensions and after-care of soldiers— 
Pensions, warane multarys eehiasls © «--. +0 on hen ange seme 
Treatment and after-care of returned soldiers.............. 


CEE TALS RS Be ARE 2 tac Ae ee ee ees es 
SUCCES ine Soc REN 5). cee RO> age eee Ae eee 


OS 0b ELT a ei Doce bin ots toc oe Raa AR Oe iaeo aReNne® 


PEASE GAS a 6 cia cles « SSiR PRAT OA EE CON Ae KE Seeds SG its AUR 
J ACLINGT: DS RR 9 2 8 a Se a ee 


IRONS Fie io crcl EE Re see aa eb REE 


Total Capital Expenditure.) 5... sarcseaat tints .sbhioemees 


Special Expenditure— 
PROHOEWS SOT LOSSES: ON WHERE occ ce dedi ccie inst scfut wa Steaien emer 
Material aid to Provinces, including improvements projects. . 
MUMAHSIAIOMINTOTOCIS. «6 cer tamran aire Serotec career ee neta 
Western Drought Aros Reliel.....-.< jc«.c.acsteiiee oiee.nes owrsepe 
PEOOUANGEUS TOUO LS chon nlenee, 20rs so nthe we ete Otome AER es nee are 
RESON TOT EEN 9 «go ccssraistete vate ots ciciapirzaralet te ierrsree cinerea 


Total Special Expenditure............0c00cceeeeeeeees 


Government Owned Enterprises— 
Losses charged to Consolidated Fund— 
Gunadian National Rathwagcsceas oi5:.0.cisiavele stew clave nian mee 
National Harbours Board, Sembee Air Lines ne 
Central Mortgage Bank.. she co eee ma 
Loans and Advances Non-Active—_ 
ego National Steamships and National Harbours 
Boar 


Total Government Owned Enterprises................ 

Other Charges— 
Wrisc-cows of assets: =... ..csecueea scr ske os sg his seas 8 here tigcusc 
Fulfilment of guarantees—Saskatchewan Seed Grain Loans 
bradeantoe AGt, 1000... ese ea be aksdsuuc Une ved neers 
Total Othar Carrer. ioc orcs vite hin earl Oats rome 


Grand Total Expenditwreg.ccess cence ccc cine tnecenven 


Percentage | Percentage 

Amount of total to total 

(estimated)| Expend- Revenue 

iture 
$ % % 

129,315 19-00 23-01 
4,992 0-73 0-89 
134,307 19-73 23-90 
19, 244 2-83 3-42 
29,977 4-40 5-33 
574 0-08 0-10 
42,217 6-20 7-51 
14,778 2-17 2-63 
56,995 8-37 10-14 
11,817 1-74 2-10 
2,320 0-34 0-41 
2,320 0-34 0-41 
16,477 2-42 2-93 
13,192 1-94 2-35 
36, 727 5-40 6-54 
13,066 1-92 2-33 
15,424 2-27 2-75 
45, 556 6-70 8-10 
397,996 58-48 70-81 

23 — — 
7,006 1-03 1-25 
7,029 1-03 1-25 
27,000 3-97 4-80 
19,534 2-87 3-48 
24,919 3-66 4-43 
9,105 1-34 1-62 
8,555 1-26 1-52 
118, 340 17-39 21-06 
207,453 30-49 36-91 
40,523 5-95 7-21 
522 0-08 0-09 
1,035 0-15 0-18 
42,080 6-18 7-48 
23,320 3-43 4-15 
2,638 0-39 0-47 
25,958 3-82 4-62 
680,516 100-00 121-07 
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OVER-ALL DEFICIT 


29. Total revenues for 1939-40 amounted to $562,095,000, and total expen- 
ditures to $680,516,000, resulting in an over-all deficit of $118,421,000. In 
the preceding fiscal year, the comparable deficit was $50,892,000. 


LOANS AND INVESTMENTS 
Active Assets 


30. In addition to the expenditures for the year, as already outlined, the 
Dominion has made disbursements for the acquisition of investments which are 
considered as active assets in the Public Accounts. These active assets are 
deducted from the total direct debt in arriving at the figure of net debt. During 
the fiscal year 1939-40, the net increase in active loans and investments was 
$46,017,000 as compared with $27,557,000 in 1928-29. 


Loans TO ProviNncEs 


31. Under authority of the annual Relief Acts, 1931 to 1935, inclusive, the 
Dominion had power to grant financial assistance to a provincial government 
by way of loan, advance or guarantee without limitation as to purpose or amcunt. 
Up to the close of the fiscal year 1935-36, loans had been granted to the four 
Western Provinces for purposes other than relief including the retirement of 
maturing provincial obligations, and, to a limited extent, ordinary provincial 
government expenditures. Since April 1, 1936, the Dominion’s lending power 
has been limited to the making of loans only where necessary to enable a province 
to pay its share of expenditures pursuant to agreements with the Dominion 
entered into under authority of the relative Relief Act. 


32. The total amount of loans advanced during the fiscal year 1939-40 
was $12,191,966, divided as follows:— 


Manitoba 2am... .1.. Seeeeen remmana ie go sglel $ 2,012,000 
meckatche wane .c5/h 04 0ems ts ees ee ee 8,633,414 
Brush. Colma... 2... sates mike 1,546,552 


In addition the Dominion accepted Saskatchewan Treasury Bills to the net 
amount of $1,614,335 in respect of certain interest accruals on previous relief 
loans which the Province was unable to pay in cash. 


33. During the year repayments of loans were made to the amount of 
$1,240,273 as follows: 


IMGnICO DA MMMM He sn SRR nis crc. $ 129,507 
piskatchewamemersie okey ek ers 1,057,068 
Alberta: eneees eee 53,698 


34. The following tables show the net loans made to each province during 
each fiscal year and a classification of such loans on the basis of the general 
purposes for which the loans were given:— 
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NET LOANS TO PROVINCES UNDER RELIEF ACTS BY FISCAL YEARS 


. Saskat- sritis 
_— Manitoba a “sea Alberta a, * Total 

$ $ $ $ $ 
LA ES SE So 2,788,812 10,934, 341 4,097, 740 4,813,124 22,634,017 
CE 5 re ene eo 5,171, 904 7,578, 556 1,902, 041 912,636 15, 565, 137 
CS er ee kee 2,273, 283 5, 469, 240 4,050,743 1,321, 761 13,115,027 
- Sl NaI aries 2,874, 631 10, 141,014 1,926, 476 7,966,714 22,908, 835 
Pee: ics sR ae 2,396, 226 14, 245,478 13, 104, 000 12,558, 445 42,304, 149 
Us ae seer 4,626, 000 6,058,879 805, 198 3,972,400 15, 462,477 
Sn - eel RR at trea 2,959, 188 11, 604, 787 193, 000 1,541, 636 16, 298, 611 
Sg ate ie ieee 5 1,405,499 13,708, 847 — —129, 506 14,984, 840 
MPRA: wasnt sinner niactea ltt 1,882,493 9,190, 681 —53, 698 1, 546, 552 12,566,028 


26,378, 036 88,931,823 26,025, 500 34, 503, 762 175,839,121 
Less Write-off as provided by 
votes 392 and 393 of further 
supplementary estimates, 
‘ey (i eee Cee ae 804, 897 17, 682, 158 — _ 18, 487, 055 


Bills re 1934-35 Drought 
Area relief assumed by 
Dominion. (Principal $1,- 
250,000; Accrued int. pre- 
vious yrs. $123,979.81)...... — 1,373,980 — —_ 1,373,980 


25,573, 139 69,875, 685 26,025, 500 34, 503, 762 155, 978, 086 


NET LOANS TO PROVINCES UNDER RELIEF ACTS CLASSIFIED AS TO PURPOSE 


Loans Loans Loans for 
Specifically Specifically Provincial 
to meet for Agricul- Purposes 
— Maturing tural Relief, Generally In- Total 
Obligations Including cluding Direct 
and Purchase of Relief and 
Interest Seed Grain Public Works 
$ $ $ $ 
AT ean ME a 1,139,455 234,819 25,003, 762 26,378, 036 
PRE EORO WEE fos ain casa eee 3,934, 341 15,509, 871 69,487,611 88,931,823 
3 ES ee ey eo Saree 8,577,000 3, 149, 050 14, 299, 450 26,025, 500 
Sarthe Colum DIS... ..-cc sree ees cel ee 9,818,845 — 24, 684, 917 34, 503, 762 
23,469, 641 18,893, 740 133,475, 740 175,839,121 


Less write-offs as shown in the preceding table; Manitoba $804,897; Saskatchewan $19,056,138 19, 861, 035 
155, 978, 086 


CANADIAN NATIONAL RAILWAYS 


35. In addition to paying the net income deficit of the Canadian National 
Railways, the Dominion made advances to the Railway for capital purposes 
amounting to $22,979,000, classified as follows: 


Under Canadian National Railways Financing and Guarantee Act, 
1939 (capital expenditures and retirement of miscellaneous 


Shurations), at pprmten, W Ss slid co aicy dahl eres ae SE Se $12 , 443 ,000 
Under Canadian National Railways Refunding Act, 1938........... 9,761,000 
Construction of Senneterre-Rouyn Branch Line................... 325,000 
Purchase of Trans-Canada Air Lines Capital Stock................ 450 ,000 


$22 ,979 ,000 


3803—34 
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A loan of $1,500,000 made in the fiscal year 1938-39 in anticipation of the 
passing of the 1939 budget of the Railway Company was repaid in the fiscal 
year ended March 31, 1940. 

The Dominion purchased under authority of the War Measures Act and 
the War Appropriation Act appoximately $15,000,000 of railway equipment for 
the Canadian National Railways. As of the close of the fiscal year, equipment 
to the amount of $6,189,000 had been paid for and delivered. This equipment 
is being leased to the Railway Company under a hire-purchase agreement 
extending over a period of fifteen years. 

The Railway Company paid the second instalment of $517,000 under the. 
terms of a hire-purchase agreement relating to certain equipment purchased 
by the Government in 1935-36 and 1936-37 at a cost of $6,723,000 and leased 
to the Railway. 


OTHER LOANS AND INVESTMENTS 


36. During the fiscal year the Government purchased a further $188,000 
of the capital stock of the Canadian Farm Loan Board and an additional 
$2,100,000 of the Beard’s 33% bonds. Capital stock in the amount of $11,000 
was cancelled and written off. As at March 31, 1940, the total investment in 
the Canadian Farm Loan Board was $36,695,000. 


37. In the fiscal year under review, 4,936 loans were approved under the 
National Housing Act in the amount of $21,924,000, bringing the total to 
March 31, 1940, to $52,553,000. During the year, the Dominion’s share of 
loans actually paid out, less repayments by borrowers, was $4,393,000. The 
net amount of loans outstanding at the close of the fiscal year made under the 
authority of the National Housing Act and the Dominion Housing Act was 
$9,805,000. Loans under the National Housing Act are made jointly by the 
Government and approved lending institutions and are secured by first mortgage 
or hypothec, running jointly to the Government and an approved lending 
institution. Loans are normally made not in excess of 80% of the cost or 
appraised value of the completed property, whichever is the lesser. However, 
in the case of owner-occupied houses where the lending value does not exceed 
$2,500, a loan may be made up to 90% of the said lending value. Since January 
1, 1940, new applications for loans are received only in respect of the construction 
of houses containing one self-contained dwelling place and where the loan does 
not exceed $4,000. 


38. To March 31, 1940, the Government has approved loans to the amount 
of $5,272,000 under the Municipal Improvements Assistance Act, 1938, to 
municipalities to enable them to finance the construction of municipal self- 
liquidating projects. During the fiscal year under review, the amount actually 
paid out on such loans, less repayments, was $3,111,000. These loans bear 
interest at the rate of 2% per annum and are amortized over a period not longer 
than the estimated useful life of the project. The province in which the munici- 
pality is located is required to guarantee the payments for interest on and 
amortization of each loan. ; 


39. There was advanced during the year $947,000 to the National Harbours 
Board for capital construction purposes at the ports of Montreal and Vancouver. 
As a considerable part of the interest accrued on the obligations issued by these 
two ports has been paid to the Government, these loans are carried as active 
assets on the books of the Dominion. 


40. Loans to the Canadian Pacific Railway Company made in previous 
years for relief purposes were further reduced by $211,000. In addition, the 
Railway Company paid the second instalment of $441,000 under the terms of a 
hire-purchase agreement relating to certain equipment purchased by the Govern- 
ment in the fiscal years 1935-36 to 1937-38 at a cost of $5,730,000 and leased 
to the railway. Under the authority of the War Measures Act and the War 
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Appropriation Act, the Dominion purchased approximately $10,000,000 of rail- 
way equipment for the Canadian Pacific Railway Company. As at March 31, 
1940, equipment to the amount of $2,904,000 had been paid for and delivered. 
This equipment is being leased to the Railway Company under a hire-purchase 
agreement extending over a period of fifteen years. 


41. The Government purchased capital stock of the Central Mortgage Bank 
to the amount of $250,000. On November 13, 1939, it was announced that the 
Government had decided that the Central Mortgage Bank should not commence 
active operations for the time being. The existing state of war and the uncer- 
tainties regarding the effect which war might have on incomes and real estate 
values, made conditions so abnormal that the Government did not feel it would 
be practicable to make, with any degree of assurance, valuations that would 
provide an equitable and permanent basis for sound debtor-creditor relationships. 
There was the further consideration that the adjustments contemplated by the 
Act involved the use of the national credit on a substantial scale, and this also 
seemed undesirable in view of the very heavy present and prospective demands 
upon the national resources for war purposes. 


42. There was advanced to the Canadian Broadcasting Corporation the 
sum of $750,000 for capital construction, mainly for two transmitting stations 
located in the maritime and prairie provinces. The corporation repaid 
$50,000 on account of a loan made in the fiscal year 1937-38. 


43. During the fiscal year under review, the provinces of Manitoba, Nova 
Scotia and Prince Edward Island reduced by $699,000 loans granted by the 
Dominion in the post-war period for house construction. Loans for Soldier 
and General Land Settlement were reduced by payments of $1,116,000. 


44, Investments in Sinking Funds amounted to $4,189,000. Stocks of other 
loans amounting to $6,987,000, held in the Sinking Fund of the 34% 1930-50 
Loan which was called for payment on April 17, 1940, were transferred to a 
bond holding account to be repurchased later for the Sinking Fund of other 
sterling issues. This resulted in Sinking Funds Account showing a net decrease 
for the year of $2,798,000. 

45. The following statement shows the net changes in active investments 
during the last fiscal year together with comparable figures for the four preceding 


years: 
LOANS AND INVESTMENTS, ACTIVE 


(000 omitted) 


whee Estimated 

1935-36 1936-37 1937-88 1938-39 1939-40 
$ 3 $ $ $ 
rman Mans = oe, Oe ws os sd Sere 3, 636 3, 646 3,843 4,336 |Cr. 2,798 
Canadian National Railways............ 3,689 4,573 |Cr. 27,429 3,841 21,479 
Canadian Pacific Railway............... 1,270 555 Cr. 211 |Cr. 211 |Cr. 211 
Canadian Farm Loan Board............. 7,933 10, 991 3,848 2,834 2, 288 
Dominion and National Housing Acts—| 

ie ee re ee SF ae OneiS mare 82 995 1, 678 2,657 4,393 
Municipal improvements Assistance Act, 

Sr CEIDORE, 5/600 anbhe eas eee ae — — — 815 3,111 
National Harbours Board............... 1,438 323 1,890 692 947 
Provinces—under relief legislation....... 42,304 | 15, 462 16,299 | _ 14, 985 12,566 
Provinces—Post War Housing Loans..../Cr. 3,003 |Cr. 2,038 |Cr. 1,422 Cr. 105 |Cr. 699: 
Railway Equipment purchased.......... 7, 244 | 5,120 89 |Cr. 1,399 8,135 
Soldier and general land settlement...... Cr. 566 |Cr, 489 505 |Cr, 749 |Cr. 1,116 
Roumanian Government................ — _ 359 — — 
Bank of Canada—Capital Stock......... oo 5,100 — 820 a 
Central Mortgage Bank—Capital Stock. _- -- “= —_ 250 
Canadian Broadcasting Corporation..... -- a 500 |Cr. 50 700 
Canadian National (West Indies) Steam- 

ON EPO EE Ro ae _ ~- 450 — — 

UGG AM VONOOR wenn k pret tans a5 64,027 44,238 399 28,466 49, 045 
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LOANS AND INVESTMENTS, ACTIVE—Concluded 
(000 omitted) 


eles ‘ s Estimated 
1935-56 1936-37 1937-38 1938-39 1939-40 
$ $ $ $ $ 
Less write-offs— 
Soldier and general land settlement : 
KERRY basa Gaetscin tee ae pala: SAR = SSneteet —488 —628 —750 —895 —1, 643 
Canadian Farm Loan Board—Capital 
StOCk Rye ner oad Sa _ —20 —10 —14 —11 
Loans to Province of Saskatchewan— 
Drought Area Relief, 1934-35........ _ _ _— _ —1,374 
Write-down to non-active assets— 
Manitoba and Saskatchewan treasury 
[OVD U Ie eae, A Seen Renee ah lie OE, 5 xin tans — —18, 487 — ~~ _ 
Net change in active investments........ 63, 539 25,103: Cr. 361 PC Ni 46,017 


LOAN FLOTATIONS 


46. In the fiscal year ended March 31, 1940, the Government issued obliga- 
tions in the amount of $657,793,471. All these issues were floated in the Cana- 
dian market. Maturing obligations in the amount of $362,935,587 were 
redeemed out of the proceeds of the new issues, the remainder of the proceeds 
providing cash for the current purposes of Government. 


47. The following table gives details of the amounts, terms and purposes 
of the new issues and the prices at which they were sold: 


LOAN FLOTATIONS, 1939-40 


Price Yield at Issue Refunded 
Issue Maturity | Interest Where : Amount 
To :_ |Price to 
Date Date Rate Payable To Gon Public Issued Interest 
- overn- F Govern- Amount 
Public niente Price ene Rate 
1939 % $ $ % % $ $ To 
May 15..|May 15, 1942 134 Canada 99-375 | 98-77 1-72 1-92 | 95,500,000)|{ 37,362,000 1 
15,346, 000 2 
1,690,500 23 
fay 15..JJune 1, 1958 3 Canada 98-50 97-71 3-10 3-16 | 39,000,000}|{ 30,101,500 4 
July 1../July 1, 1940 4 Canada — | 100-00 — 4-00 | 38,293,471 | 33,293,471 4 
(School Lands) 
2,638,000 1 
4,654,000 2 
Oct. 16..)Oct. 16, 1941 2 Canada — | 100-00 a 2-00 | 200,000,000 6, 242,500 23 
99,425, 979t 34 
17, 168, 000 4 
1940 
Feb. 1../Feb. 1, ue 3h Canada 100-00 | 99-216} 3-27 3:36 | 250,000,000 | 75,013,637 3 
Mar. 1../Mar. 1, 1945 2 Canada — 99-375 — 2-13 40,000,000 | 40,000,000 
657,793,471 | 362,985,587 
Total amount issued for refunding purposes........sss-csececeecevecsceeecccececee 362, 935,587 
Total amount issued to provide new cash..............csseeeeccecc lee eee, 294,857,884 
657,793,471 


* Price to public, less commissions to dealers. 

. _} Amount outstanding of 1930-50 33% Registered Stock called for redemption on April 17, 1940, less amount held in 
sinking fund, converted at $4.86= £1. 

48. During the fiscal year under review, the issue fortnightly of three 

; ; ; ; d : 

months’ treasury bills was continued. The last issue of treasury bills during 
the year ended March 31, 1940, was sold at a discount of -747 per cent. The 
average cost to the treasury of funds obtained from the twenty-three offerings 
during the year was a discount basis of -726 per cent. The amount of these 
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treasury bills outstanding at March 31, 1940, was $155,000,000 unchanged 
from the total outstanding at the close of the previous fiscal year. 


49. As at March 31, 1940, the average rate of interest on the Dominion’s 
outstanding direct funded debt (including treasury bills) was 3-40 per cent, 
as compared with 3-52 per cent on March 31, 1939. 


NATIONAL DEBT 


50. At the close of the fiscal year there was outstanding unmatured funded 
debt (including treasury bills) of the Dominion in the amount of $3,695,685 ,000. 
Of this total, securities in the amount of $67,196,000 were held in the sinking 
funds against certain issues payable in London. The remaining amount, 
$3,628,489,000, was outstanding in the hands of the public. Other liabilities, 
consisting chiefly of annuity, superannuation and insurance funds, Post Office 
Savings Bank deposits, and trust and contingent funds, were outstanding on 
the same date in an estimated agegrezate amount of $332,888,000. Without 
deducting sinking funds now shown as an asset, the gross liabilities of the 
Dominion totalled $4,028,573,000. On the other side of its balance sheet, the 
Dominion had active assets of $757,593,000 representing cash on hand, sinking 
funds and active loans and investments. The net debt of the Dominion, the 
difference between the gross liabilities and the active assets, is therefore estim- 
ated at $3,270,980,000. The increase over the same date last year amounted to 
$118,421,000, namely, the amount of the over-all deficit for the fiscal year. 


51. The following is a preliminary statement showing the liabilities and 
assets of the Dominicn as estimated at March 31, 1940:-— 


LIABILITIES—MARCH 31, 1940 


(estimated) 

pankwcrrediation Redem phon Won eos csc cictie ac v-v.0%see oi seinmers sinus Aoeeieey melee anes $ 5, 054, 000 

Post Office Money Orders, Postal Notes, etc., outstanding.............cccececceceececcecs 2,787,000 

Ree OR VINES Banik GOpORIGs cee raves clei ee «nix scale nucinneiae cen es ae 23,100, 000 

Insurance and Superannuation Funds— 
eorecamont. Annuities. cas0 ome al ate os Lat eren na ee nee. | eee $ 140,042,000 
Sensates BW iind—Civil Sarve0eee sae ko ness oie vis scdtnsig Oe a ee oie. as So oe 13, 336, 000 
insurance Fund— Returned Soldiers... 0.00005 0 case cnes mess see sce 18, 683, 000 
RpESPAEOINION HUD; a's. wien ed chaions cai aha Saxcbote a a eee «ic dine a 9,827,000 
SUPE DOV CONE torrgel Gp lite Spite & Beiter es Me ae a ee meee See | See ee 60, 887, 000 

———————— _ 242,775,000 

Trust Funds— 

LIne NCH DT te Capa 2 i ai ie an oa dN PE ee 14, 298, 000 
MERTON SCHOOL I HGR eee tn arts ao eirck < Ss, Dae Re or ERO Gila vies 2,677, 000 
Centiactors’ Securities Deposits. <s...5..66 sj arco snag sictowre vit nie < arena elms we cin 2,114, 000 
RPmBPACHECE WATE Ee WING) Me te A aver hotoo axa 0 aR ee ae eee ioe ata OE ois ote 3,126, 000 
- 22,215,000 

MoONMnonNE ANd Special Bunasi kisi ss wate dechicacle ddcaehllebioce = Meet oe nics Sas ee 4,312,000 

Pee MEIC E A CCOUNLES.. / +. oo. sane ta ne eile aiolian cha oh saraaneu ea « eae hat ae 11, 920, 000 

Funded Debt and Treasury Bills unmatured.........2.ccccecccsececcsceevcs 3, 695, 685, 000 

Floating Debt— " 

Funded Debt matured and outstanding...........0cceeeecuecsecccevuecs 2,465,000 
SHEBTORY GUS ANC OUCECANG ING 9A cet ia arate ela aa aiets, asia aislaicfec*earaie nistatdle ig’ seaeon 
sti BEGG cic Meee eee tale ores is ais ters fata ce EEO See sic wis ,279, 
Outstanding cheques a er aio ben 
$4, 028, 573, 000 
ASSETS—MARCH 31, 1940 
(estimated) 

Active Assets— Pa. 
Cash, working capital advances and other current assetS............e cece eens eee eees $ 186,742,000 
RUESE AE CE REIOB ILE oo1c.c soto at iin ce erate eis ois cles ooo acas aneunass cisteGeuin came ¥pa i (2 a 166,000 
Sinking Funds 6 EE Te RE ES ciciheb ais.o'e.0 vareclinatnarc aie sein eb dae bee 67, 196, 000 
panko Canada Canrtal Biocon. cree sieck spac ccs od Osecenseeepene uedemws Jive eE ene 5, 9.0, 000 
Central Mortgage Banks Capital Staak .i% eine wile Foie aw wiate eptamelene in nels e vinis ie geieisies 250,000 
Canadian Broadcasting Corporation—Loan. . ally dale ahr <iatadayere: Reston aia Tee i 150, 000 
Canadian National (West Indies) Steamships, Ltd. —Loan................00eeeeeeee 450,000 
Dominion and National Housing Acts—Loans ’ sn A MO pay dae cn es 9,805, 000 
Municipal Imrrovements Assistance Act, 1988—Loans..........eesscesecevenvevecece 3,926,000 
Loans to Provinces— . 

Ree EL OUSIBR? (Pa et Ae en rts a oo ioe, tic Wa oe vv ee TEST $ -2 1504, 000 
Roney Blo wien: TALLBE PUI eg ois « v.31 0's oie ern 6215) dio '6 uicimy swine slay dn a Siete 155, 978 , 000 
Alberta—Subsidy Overpayment... .....ccocsrecsecestrareccenees 469, 000 


158, 951,000 
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ASSETS—MARCH 31, 1940—Concluded 


(estimated) 
Loans to National Harbours Board— 
Montrealts tics: : dsceeuerss. choi ee eee tae 61,698,000 
SV ATE COUNMET he uence SI RHE, 4.5554 MOM Se em 25,032,000 
SS 86, 720, 000 
New Westminster Harbour Commission—Loan..............-0:cecceeeeecceucevsees 275,000 
Canadian Farm Loan Board—Advances and Capital Stock............00ccceeeeeeeee 36,695, 000 
Railway Accounts— 
Canadian National Railways— 
Advances—Financing and Guarantee Act, 1938................-... 1,717,000 
PAC VaAnces=—Relunding Act, (O38 Ne cay ey ae een we 24,689,000 
Advances—Financing and Guarantee Act, 1939............-0ec0c-. 12,443, 000 
Senneterre-Rouyn Railway Line... 6.00. .00:cddsuc discs ceeescess 639,900 
ELTANS= Cama da Ady TIS. s+ ..cabaceietne state mene chs, raderseaeuntice 550, 090 
— 40,038, 000 
Canadian Pacific Railway— 
Loan for betterment or repair of railway equipment............... 970, 000 
Loan for wages on special works program................0.eeee00s 222,000 
—— 1,192,000 
Purchase of equipment leased to— 
@anadiany National pal lWay su. - oc) oe eats aks Gace cs 11,878,000 
Canadian Pacific Railwaye. staan anne ne ec ee 7,311,000 
a 19, 189, 000 
Loans to Foreign Governmonts— 
GRECO See en. oe ee ee ee eee, nnn ee 6,525,000 
BSYOvTLOOL: Att ts bent Seen SR Rese GRA ed eee.) ttt. se aoe erie eee 24,329 0CO 
— 30, 854, 000 
Soidier and General Land Settlement Loans...........--...-v++svse+s+sebue suse eeeee 37,830,000 
mead Grain'and Relief Advances. ars ete eee nena Al cc eee 2,434,600 
Canadian Government Railways Working Capital............0.00 ccc ce cceececccccuce 16,772,000 
Bond Holding gNccount. csr. eee cis on ee 6, 657, 000 
ProwinceiDebt Accounts Aji cone eats ne hanes ok dk es ee ee 2,296,000 
Deferred Debits— 
Unamortized discount and commissionion loans............+-2::+.esecseceeecessee 42,075,000 
$ 77,593,000 
INet Debt, Marchi3!, 1940) (estimated maasee ree cere ety. bl. ae aiastie see eee »$3, 270,980,000 


Net Debt represented by— 
A. xpenditure and non-active assets (estimated) March 31, 1940. 
Capital Expenditures— 
Public Works— 


OT SER INO REM 25 i EM AME ays Cn, ER an i dp $ 240,316,000 
Ca ISU AAV Ie ae cede eo, <b. eel OE ER tk, Res 429, 587,000 
Public Buildings, harbour and river improvements............. 298,029,000 
MulitanypropertysandestOresa,.... eae nen an uae iZ, 057,000 
eRermitorin les ocounicameen'. «0: ceo ee eee ee ee 9,896, 000 


$ 980,885,000 


Loans, non-active— 


Canadian National Railways Securities Trust Stock.............0..-cceccccececee 264,013,000 
Canadian National Railways Stock. 10.0.0... 00. cece ce cee sce ccesce cle pe Oe i oe 18, 000, 000 
@anadian.NationaluSiteamehips. see mec ese a2c.. couche el eee 13,872,000 
@anadian) Paciitopmanlyenys Old) hac t ie pitta sciccccccaciceine le eee 62,791,000 
Nations! Harbours Board— 
(RTO ONE ARR the 25 Gtrdo OEE Rd cl ee a oe $ 27,365,000 
Chicoutimi tememnrrnatct na eee Le ee ae ey 3, 838, 000 
Carell) ene en hee cc eee ph Ree tn oo ae eS are 9,000 
CEI ROE 5/2 3.01 3 ate, ee LO en ne i | 12, 291, 000 
paint Jo lin Sameeeen ceri vane vnc een ayes: Bee 16, 448, 000 
Whrée Riverstwemer icc. one eee ean he ces coe ee 8,743, 000 
Montreal Waeques Cartier Bridge)... .0.....00.002ecececceceee. 4,049, 000 
rr 67,743, 000 
weed Grain and ReligtAdwanced....1.. a1. seem, occ: cu gn eee 450, 000 
Soldierjand: General Mandiseuulementssqs nse eens cos ce ee 16, 526, 000 
Saskatchewan Seed Grain Loans Guarantee Act, 1936................................. 2,638, 000 
Miscellancois Ad vances sememoce ccc cienee tk nent oes i cot, leek el eee 3, 536, 000 
B. Consolidated Fund— 
Balance, consolidated fund brought forward from Mar. 31, 1939.... 1,702,494, 000 
Excess of expenditure over revenue, fiscal year ended Mar..31, 1940 
(estimated) nae memercinccss tan tee eee Te ae URE. 128, 032, 000 
———————— 1,830, 526,000 


$3, 270, 980, 000 
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52. The following table gives a statement of the unmatured funded debt 
(including treasury bills) of the Dominion outstanding as at March 31, 1940 and 


the annual interest charges thereon: 


UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 
1940, AND ANNUAL INTEREST CHARGES 


Date of Maturity 


MUONS Te... pines eee 
Meee dd: oie ooo eee 
20 a re Pees oe 
ROE, Y98 6 ccn\ reve a oxide sina eee 
meee SE eee 
OE et ee «oie 
POON ox ss sine aa cetera 
Bere My I>... cette 
USES 2 Seee reader bre 
RRGGCILD: ou onwle sac emoe 
ene La... 2 toe eee 
Rages HE Gioia oat 
Tn Sh ee eee te or 
2 ee AaeeeRer 
RPOWMOED chan ae cack boom 
Pa ie os ey. Soke ok ee 
Jf So UES De a 
1 eS BEES 
“OTE? as Ue 2 
LL Sk ae aides ae 
Lata ie Ge ai rene Boece 
CLES Gl ae it Re eile RO od 
BPP ERE gfe sche ayaa erate 
COLE gg RR are Wee ae =. 
PEGE LD. 5 is tanec e 
ho AL le ee eee 
Cin. Se eens 
BupeeeeiS 1 ole epee 
DEB PEOAD 53. sina Oe ae eee 
CUE SS ee ee 
eS Bi te 2 
ho eee tes ece 
US Pe 0 Eh a Se 
2 OTE soll SRO i irr a 
ae EO... id ane ee 
gt a a es eo 
OOS ee sealers, 
Pie ell, CR ad dhe a 
Mpriiee th. '. oh hades none 
ts Oe Sth Were mae Sasi 
Meera a. eae coors 
1960, Oct Sb d oe ee 
Oct MR Ses soo ate apa 
SEN IER 6 AP crs. ons, oa a. 0u:@aeis ory 
a hag eS aS eee 
eS seer an oe 
iat Ee nee 
Pee ete I. stones one 
UE OPS Ga | 5 ne eis Siro 


1 
Treasury Bills due April 1, 1940 
Treasury Bills due April 15, 1940 
Treasury Bills due May 1, 1940. 
Treasury Bills due May 15, 1940 
Treasury Bills due May 31, 1940 
Treasury Bills due June 14, 1940 


Payable in Canada 


Payable in New York 


Payable in London 


Rate per cent 


he 
ror Pree 


iP 


wi tole 


to) pale 


wie 


SHURA HS Ol | ae total 


MWWWWWWWWWNPRPENNN RNY N ON WNHON ee pe 


a 


rey 


Nie 


eee 


WWW WWE PP PR WP HR OOOO 


Where Payable 


Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
New York 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
Canada 
Canada 
London 
New York 
New York 
London 
Canada 
Canada 
New York 
New York 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 


Amount of Loan 


$ cts. 


80,000,000 00 
33,293,470 85 
75,000,000 00 
45,000,000 00 
20,000,000 00 
200,000,000 00 
141,663,000 00 
95,500,000 00 
60,000,000 00 
40,409,000 00 
20,000,000 00 
147,000,100 00 
30,000,000 00 
90, 625,000 00 
50,000,000 00 
20,000,000 00 
40,000,000 00 
76,000,000 00 
88,337,500 00 
45,000,000 00 
4,888,185 64 
50,000,000 00 
50,000,000 00 
33,500,000 00 
138,322,000 00 
50,000,000 00 
*52, 763,135 43 
50,000,000 00 
60,000,000 00 
50,000,000 60 
100,090,000 00 
56,191,000 00 
48, 666,666 67 
40,000,000 00 
55,000,000 00 
43,125,700 00 
37,523,200 00 
88,200,000 00 
73,000,000 00 
276, 687,600 00 
289, 693,300 00 
93,926,666 66 
160,000,000 00 
48,000,000 00 
48,666,666 66 
54,703,000 00 
55,000,000 00 
55,000,000 00 
40,000,000 00 
25,000,000 00 
30,000,000 00 
25,000,000 00 
25,000,000 00 
25,000,000 00 
25,000,000 60 


Annual Interest 
harges 


$ ets. 


1,200,000 00 
1,331,738 83 
3,375,000 00 

450,000 00 

250,000 00 
4,000,000 00 
7,083,150 00 
1,432,500 00 
1,200,000 00 
1,212,270 00 

500,000 00 
7,350,005 00 

675,000 00 
1,812,500 00 
2,250,000 00 

500,000 00 

800,000 00 
1,900,000 00 
3,533,500 00 
2,025,000 00 

122,204 64 
1,625,000 00 
1,625,000 00 
1,088,750 00 
4,841,270 00 
1,625,000 00 
1,846,709 74 
1,625,000 00 
1,950,000 00 
1,625,600 00 
5,000,000 00 
2,247,640 00 
1,581,666 67 
1,200,000 00 


1,688,544 00 
2,646,000 00 
2,920,000 00 
12,450,942 00 
13,036,198 50 
3,757,066 67 
4,000,000 00 
1,560,000 00 
1,581,666 67 
1,777,847 50 
1,650,000 00 
1,650,000 00 
1,200,000 00 
197,000 00 
235, 200 00 
188,000 00 
186,500 00 
187,750 00 
186,750 00 


3,695,685,191 91 


2,904,773,870 85 
469,000,000 00 
321,911,321 06 


3, 695,685,191 91 


125,574,026 72 
78-60% 
12-69% 


100% 


* Called for payment April 17, 1940. 
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INDIRECT LIABILITIES 


53. Bonds and debenture stocks bearing the guarantee of the Dominion 
outstanding in the hands of the public at March 31, 1940, amounted to 
$1,084,479,000, a decrease of $987,000 during the fiscal year. 


54. There were also outstanding on March 31, 1940, other contingent 
liabilities arising out of guarantees given under Relief and Seed Grain legislation 
and other Acts. There were no new guarantees incurred during the last fiscal year. 

During the fiscal year under review an amount of $52,000,000 was advanced 
without interest to the Canadian Wheat Board to enable the Board to pay off 
guaranteed bank advances with respect to the marketing of the 1938 Wheat 
Crop. The guaranteed bank loans to the Board outstanding at the close of the 
fiscal year amounted to $42,998,000. This amount constituted the Board’s 
gross hability to the banks at the close of the fiscal year and mainly related to 
the purchase of the 1939 Wheat Crop at the fixed price of 70 cents per bushel 
No. 1 Northern, Fort William. The guarantee of the Dominion to the Winnipeg 
Grain and Produce Clearing Association Limited, referred to in previous budgets, 
is still outstanding. No liability accrues from day to day in connection with 
the guarantee as margin deposits are made to the Clearing Association daily. 

At March 31, 1940, 102,365 Home Improvement Loans had been made by 
banks and approved lending institutions to home owners in the amount of 
$41,110,000. Repayments to the same date on account of these loans amounted 
to $24,068,000, cr over 58 per cent of the total amount of loans made. The 
Dominion’s contingent liability arising out of these loans is limited to 15 per 
cent of the aggregate of such loans made by each approved lending institution. 
As 288 loss claims for $86,922 have been paid, the maximum contingent liability 
as at March 31, 1940, was $6,079,595. In terms of dollar losses to total volume 
of loans, this loss ratio is only approximately 4 of 1 per cent. 

Under the Dominion Housing Act, 1935, and the National Housing Act, 
1938, the Dominion has accepted and is accepting certain obligations arising 
out of its contracts with approved lending institutions which, while not expressed 
in the form of a guarantee, may nevertheless be regarded as contingent or in- 
direct liabilities. 

The manner in which losses in respect of any loan are to be borne by the 
Dominion and the lending institution is fixed by the contract. The general 
principle is that the Dominion bears two-thirds of the loss if at the time the 
loss is sustained the principal amount of the loan repaid, less any other amounts 
due, is equal to or less than the amount advanced by the Dominion and one- 
third of the loss if at the time the loss is sustained the principal amount repaid, 
less any other amounts due, is more than the amount advanced by the Dominion. 
In the case of small loans (that is, for amounts not in excess of $4,000 in the case 
of a single dwelling place or not in excess of $700 per habitable room in the case 
of a multiple family dwelling), the share of the loss to be borne by the Dominion 
is not more than 80 per cent and not less than 50 per cent of the loss. The 
above provisions apply to loans made under both the present National Housing 
Act and its predecessor, the Dominion Housing Act. Under the National 
Housing Act a new provision has been added to encourage the making of small 
loans in such small or remote communities and in such districts of other com- 
munities as may be designated by the Minister of Finance in any contract. In 
respect of such loans, the Dominion has agreed in contracts with certain lending 
institutions to pay losses sustained by any such lending institution up to certain 
amounts determined by the contract which are not less than 7 per cent and do 
not exceed 25 per cent of the total amount of such loans made in such areas by 
the lending institution. 

Order in Council, dated December 5, 1939, provided that after January 1; 
1940, applications would be received only for loans for the construction of 
houses containing one self-contained dwelling place and where the loan does 
not exceed $4,000. 
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Loans to the number of 15,054 had been approved at March 31, 1940, 
under the Dominion Housing Act, 1935, and the National Housing Act, 1938, 
and in the amount of $52,553,000. No losses had been realized by the Dominion 


as of that date. 


55. The following is a statement of bonds and debenture stocks and other 
indebtedness guaranteed by the Dominion outstanding as at March 31, 1940: 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE DOMINION 
GOVERNMENT AS AT MARCH 31, 1940 


Date of 
Maturity 

Jan. 15, 1942.... 
Feb. 15,°1943.... 
Feb.  1oet~... 
May (gk i 2 ee 
eat.- = 15, 1946. ... 
July 1,” 1946... . 

April 1, 1948.... 
Dee. 15, 1950.... 
Sept. 1; 1951.... 
Feb. oe aan 
Aug. 22 81952. =. 
Heb. 15, 1953... 
July 10, 1953.... 
Feb. de 3054s. 
Mar Pa OD.. .. : 
June 15, 1955.... 
Feb. #7 2056... . 
July ce CY 
wih) 20) $968... . 
Jan. 35.9 1959... . 
May 4, 1960.... 
May 19, 1961.... 
Jan. he 1062... 
Jan. a2 2002... . 
July T4960... .. 
Oct. | om 
Nov. 1, 1969....| 
Hep, 255 2970) 5. 


By drawings....... 
Various dates 
0 


hy Sle ea ee 


Issue 


Ganadien NR GON eens it Gs ars aistsuararse eee 
Canadian Nationabantsnee:.: noe bel sae. Bee 
Canadian UNaSiOnAl cca! ots, s0 dc acisaaieae ane 
Canadisn WWatiOuh leer: \ ccc. ce came eee 
Canadian Nationals: Abou: Sag bsldoeseis cee NEE 


= Canadian INGrenep ne te. oc s+ sores sek eee 


New Westminster Harbour Commissioners...... 
Canadinn ‘Naizonal $50... stusiesaaed aan bRamaatpice 
Canadian Mauoonleree wt rece ee eee 
Ganadian NGiORAIa fo scss coc: 5 scorn cnntreneee 
Saint John Harbour Commissioners............. 
Cankdian Nahionglemen 2) no. a. aoe acct, ae gue 


Canadian National (West Indies) Steamships 

Limited 
Canadian UN ainanaleme ae hss tek snc. a sae 
Canadian Nationale. 2 0. searecss. cca devas 
Canadian Nets rast) eee tees mee iin. ere ee 
Wahac aur INGmEMeEnErE nent ttiote sid «sch ones fone 
Canadas IWationall (yelp cis. balan. « cose deeds the 


Creal OL Pane ACHE! er otee tin. See meters s 
Canadian WWathoball act oceeariknsdne.c se aa 
Cansiehing 11 Soi Guat te Meret poniacvacemneaamee. 


Cannd iste Nero npn eee te ts oi aus dnd aie so eee 
Casiadinn tN afiodali teres oso... sn Sek oe een 


City of Saint John Debentures assumed by Saint 

John Harbour Commissioners.............-. 
Grand Trunk Guaranteed Stock..........0.0000% 
Grand Trunk Debenture, Stock. f..c icc: were scree s 
Great Western Debenture Stock................. 
Grand Trunk Debenture Stock.................. 
Northern Railway of Canada Debenture Stock. . 


Interest 
Rate 


o7 
10 


bo bt bo 
ale 


wlooeo/ ele 


lH 


OW PWR bw 


NR NR NIH Ao 


romney 


NONI PWWWWW PP Ro owl 


Various 


He He OT OT 


Amount 
Outstanding 


$ 


20,000,000 00 
55,000,000 00 
15,500,000 00 
35,000,000 00 
15,000,000 00 
24, 238,000 00 
700,000 00 
50,500,000 00 
50,000,000 00 
20,000,000 00 
667,953 04 
25,000,000 00 
9,359,996 72 
50,000,000 00 


9,400,000 00 
50,000,000 00 
70,000,000 00 
65,000,000 00 

7,896,541 81 
35,000,000 00 

3,149,998 66 
34, 229,996 87 
34,992,000 00 

8,440,848 00 
60,000,000 00 
60,000,000 00 
19,000,000 00 
18,000,000 00 
21,401,371 07 


795,384 78 
60,833,333 33 
20,782,491 67 
13, 252,322 67 

119,839,014 33 
1,499,979 67 


$ 1,084,479, 232 62 


eee ee ee ee Nes ee 
OTHER LIABILITIES GUARANTEED 


Bank Advances, re Province of Manitoba Savings Office............ 
re Government of Newfoundland.................. 
Province of Manitoba Treasury Bill 
Province of British Columbia Treasury Bill 
, re Canadian Wheat Board 


Bank Advances, 


Bank Advances 
Winnipeg Grain 

gins of the € 
Bank Advances 


1935 and National Housing Act, 1938 


and Produce Clearing Association, Ltd. 
tanadian Wheat Board (closed out daily)........ 


Day to day mar- 


guaranteed under Seed Grain Loans Guarantee Act, 1937.. 
Bank Advances guaranteed under Seed Grain Loans Guarantee Act, 1938.. 
Loans made by approved lending institutions under Dominion Housing Act, 


Loans made by approved lending institutions under The Home Improvement 


Loans Guar 


antee Act, 1935 


Deposits maintained by the chartered banks in the Bank of Canada......... 


Principal 
Amount 
Outstanding 
Mar. 31, 1940 
6,491,173 
625, 000 
4,809, 206 
626, 534 
. 42,998, 100 


6,891, 858 
not determined 
indeterminate 


6,079, 595 
202, 324,405 


B. REVIEW OF ECONOMIC AND FINANCIAL CONDITIONS, 
1939-40 


1. The following tables and related paragraphs present a comprehensive 
survey of general economic conditions in Canada during the past year. For 
purposes of comparison figures for certain earlier years are also provided, and 
in the case of the more important factors statistics on a monthly basis are given 
covering the last two fiscal years. 


The figures used throughout are those published by the Dominion Bureau 
of Statistics, unless otherwise indicated. Where an index or average figure is 
given for a fiscal, rather than a calendar year, it represents an average of the 
monthly data during the period concerned. All indexes shown as based on 
the year 1926 are to be construed as based on the calendar year 1926, and not 
the fiscal year. 


A change this year in the method of compiling trade statistics at the end 
of the fiscal year has artificially decreased the March trade figures and arti- 
ficially increased those of April, so that a valid comparison of either month with 
the same month in any previous year has been made impossible. This change 
not only affected directly the comparability of the trade statistics but influenced 
indirectly as well the index of the physical volume of business, many of the com- 
ponents of which utilize imports and exports of certain commodities as indicators 
of current business activity. To facilitate an accurate comparison of recent 
trends, therefore, in the following tables the figures for March and April of both 
the current and the preceding year have been averaged throughout, in the case 
not only of factors affected by the trade statistics, but, in order to provide com- 
parable data, of other factors as well. In the text this average will be termed 
the March-April figure. 


In the case of averages for the fiscal year ended March 31, 1940, no attempt 
has been made to adjust the March figures which have been artificially lowered 
by the change in the trade statistics, so that in all statistics affected by trade 
figures the average for the last fiscal year is slightly lower than it would have 
been if calculated on a basis comparable with previous years. This artificial 
reduction might amount to about one, two or three per cent in the annual figures. 
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CANADIAN ECONOMIC CONDITIONS 
SUMMARY TABLES 


Fiscal Years ended March 31 Mar.-Apr. Av. 
1927 1929 1933 1937 1938 1939 1940 1939 1940 
Group I.—Comprehensiye Indexes 
(1926=100) 
Physical volume of business............... 101-9 | 122-1 74-8 | 115-2 | 120-8 | 113-8] 126-9 114-9 137-0 
Volume of manufacturing.................. 101-1 117-5 70-8 117-6 119-8 108-4 125-6 108-5 132-8 
gra. 5 5 ss cin sacsivgun eae Ola 103-0 121-1 104-2 166-5 196-0 194-8 217-6 208-1 252-2 
ORM MRRT RTE aw sje asa a’é mie safes opsteask Ooi 99-7 104-3 64-2 131-8 130-3 106-5 125-6 115-3 135-5 
Oo EO Er eS A ce eae 102-6 | 112-5 63-8 77-9 79-9 72°8 80-5 70:5 79-0 
Electric power output....................- 104-7 136-6 132-4 218-0 229-0 220-9 239-9 229-7 243-0 
WIPRORNINY © hp oo. 5 onic Sk we toden HSS 100-8 113-7 84-4 104-4 115-7 110-8 115°8 111-0 118-3 
ee ee 100-0 114-3 64-4 85-1 97-3 94-1 TOLD hive estas oc Pebeeecatara 
Dollar value of retail salest (1930=100)... 93-2} 110-1 66-8 74-0 78-6 77:5 MO ASuleeiarncialaneresties 
Group 1.—Price Levels and 
Financial Factors (1926=100) 
Be a a 98-8 95-8 65°5 77-2 84-6 76-0 77-8 73°3 83-2 
Farm Product Prices. 99-1 99-1 46-3 75-6 86-3 68-6 65-8 65-3 71:7 
Me CURRIN aie sia iiseainieco ia notes 'a nr nO 99-6 98-9 79-9 81-2 83-6 83-9 84-1 83-1 85-6 
Common stock prices................0.08 101-8 | 173-3 52-1 125-5 117-6 | 103-8 99-4 99-9 98-0 
Dozinion Government bond prices........ 100-4 | 102-4] 100-8) 117-9] 115-2} 118-1 115-1 119-2 114-4 
Dividend payments.. 101-8 123-7 79-9 112-9 139-0 143-4 129-2 136-1 124-7 
NOTRE oo is a 0’ /a) Anon Brsele WR 101-0 116-1 98-5 116-4 122-1 127-0 137-7 129-9 140-1 
Active currency circulation................ 101-0 | 105-4 75-9 | 102-3 111-1 | 118-4] 126-7} 114-5 137-4 


tNearest calendar year. 


Calendar Years 


1926 1928 | 1932 1937 1938 1939 


(Millions of Dollars) 


Group IlI.—Gross Value of Production in Major 
Industries 


1,806-0 766-8 | 1,039-5 | 1,062-6 | 1,170-9* 
586-2 349-3 494-3 425-0 484-8* 
70-7 33°7 51-2 53-2 55-8* 
313-1 265-0 662-6 653-8 685-3* 
488-4 132-9 351-9 353-2 354-9" 

o 


3, 582-3 1, 980-5 3, 625- 3,337-7 | 3,613-8* 
Group IV.—Foreign Trade and International 
Transactionst 
Merchandise exports (all gold excluded)................. 1, 276-6 1,363-6 497-9 1,012-1 848-7 935-9 
Net exports of non-monetary goldf................e0e0008 30-4 40-1 70-0 145-1 160-5 184-4 
Total exports, including non-monetary gold.............. 1,307-0 | 1,403-7 567-9 | 1,157-2 | 1,009-2 | 1,120-3 
Merchandise imports (all gold excluded)................. 1,008-3 | 1,222-3 452-6 808-9 677-5 751-0 
2,626-0 1,020-5 1,966-1 1,686-7 1,871-3 


+181-4 | +115-3 | +348-3 | +331-7 | +369-3 


Ie SOEMNG FORE, «ooo vies scine nc vines doe N eae Crest as\0.6 102+5 167-7 155-0 166-2 159-9 166-0 


Net interest and dividend payments going abroad....... 201-0 221-0 261-8 246-2 251-0 260-8 
Net capital export (direct estimate)..............c0seeee tt 82-0 11-4 198-8 135-0 162-1 


* Preliminary estimate. Certain of these figures have not yet appeared in official publications, or represent revisions of 
previously published figures. ; . ’ 

t It should be noted that the export and import figures given in the table above, which have been compiled from offi- 
cial trade returns, differ slightly from the adjusted figures used in making up the Balance of International Payments. In 
the remaining part of the table certain less important items in the Balance of Payments have not been detailed. _ 

¢ Adjusted for earmarked gold. These figures were computed by the Bank of Canada on the basis of official trade 


turns. 
tt Not available. 
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PHYSICAL VOLUME OF BUSINESS 


2. The index for the physical volume of business in Canada is the most 
comprehensive single measure of the level of general economic and business 
activity. It is made up by the Dominion Bureau of Statistics from 46 con- 
stituent items weighted according to their relative importance in the economy 
as a whole, and is adjusted for seasonal fluctuations. Ineluded in the making 
of this index are such items as mineral production, manufacturing in its chief 
branches, construction, electric power output, trade employment, carloadings, 
imports and exports. Agricultural production as such does not find a place in 
this index, nor do fishing and lumbering as primary activities, but the processing 
of and trade in the products of these industries is reflected in the index. Cor- 
rection is made, where necessary, for changes in the price factor in order that 
the index shall properly record only changes in the physical volume of business 
dore. 1926 is taken as the base year. F¥ollowing are presented the index 
numbers for each fiscal year since 1927 and the index for each month in the 
last two fiscal years. 


INDEX OF PHYSICAL VOLUME OF BUSINESS 
(1926=100) 


Fiscal Years ended March 31 
1932 1933 


1927 1928 1929 1930 1931 1934 1935 1936 1937 1938 1939 1940 


101-9 | 108-0} 122-1] 122-0] 105-4 89-3 74-8 84-9 96-4 | 104-4 | 115-2] 120-8] 113-8 126-9 


} 


MONTHLY INDEX* 
(1926=100) 


Fiscal Years April | May | June | July | Aug. Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


1933-39 cela 112-4 | 110-7 | 108-4 | 109-1 | 110-5 | 119-2 | 118-6 | 123-4 | 115-6 | 113-0 111-7 114-9 


1939-40 Fees sincieee 116-7 | 121-4 | 121-4 | 120-5 | 125-2 | 125-8 | 133-1 | 133-0 | 133-3 138-6 | 131-2 137-0 


* Seasonally adjusted. 


The recovery from the depressed level of business activity of 1938 which 
had become evident in the early months of 1939 continued throughout the year 
and was accelerated by the outbreak of war in September. Each month in the 
past fiscal year was considerably above the corresponding month in the year 
previous, and the average for 1939-40 of 126-9 was about 11-5% above that 
of 1938-39. The March-April figure for 1940 was 19-2% higher than that for 
1939, and has only been exceeded in one month in 1929, and in January of this 
year. 

It may be of interest to compare this expansion of 19-2% in the physical 
volume of business with the expansion in employment in all industries of about 
6-6% between March-April, 1939, and March-April, 1940. This suggests that 
the increased production has been achieved in considerable degree by a reduction 
in part-time work. 


AGRICULTURE 


3. The gross value of agricultural production in 1939 increased by about 10% 
over the previous year and reached the highest level since 1930. In general, 
it was a year of good crops, but of low prices. The wheat crop of 490 million bushels 
was the second largest in our history. In quality it was about normal, though 
relatively highly concentrated in No. 1 Northern grade. The area of poor crops 
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was very much reduced from preceding years. The average price received by 
the farmer at the farm for his 1939 wheat, up to December 31, has been estimated 
at 52c. a bushel compared with a revised figure of 59c. for the 1938 crop. 


One of the most outstanding features of Canadian agriculture in the past 
year has been the great increase in hog production and marketings since the 
summer of 1939. Hog marketings in the eight months from September to 
April amounted to 3,213,373 compared with 2,244,765 in the eight months a year 
before. Indications are that hog production and marketings in 1940 will be the 
largest recorded in the history of the industry. Hog prices declined during the 
spring of 1939, and during the summer months were lower than in the previous 
two years. They rose during the fall months and were fairly well stabilized 
during the first three months of this year under the operation of the Bacon 
Agreement with the United Kingdom, but they have weakened in recent months 
as a surplus of hog products has accumulated, and in April were below the levels 
of the past three years. 


Among the branches of agriculture most affected by the war is that of apple 
production, since exports of apples to British and foreign markets have been 
severely curtailed. The apple crop of 1939 was a very large one, exceeded only 
by 1933 in the last fourteen years, but the average value received per unit fell 
to a level lower than that for any year of the same period and, consequently, the 
total value of the crop was much below that of recent years. The Dominion 
Government provided assistance in the marketing of the apple crop, including 
special arrangements for processing apples in Nova Scotia which is more depend- 
ent than other regions upon the export market. 


It will be noted in the table below that the general index of farm prices in 
March-April of 1940 had increased by about 10% over the level of a year 
before. 


GROSS VALUE OF AGRICULTURAL PRODUCTION 
(Millions of Dollars) 


Calendar Years 


1926 1928 1932 1937 1938 1939* 
BREE PICUIUT CE LF OOUCTION «cso ncccs cercnie's sow dea Cece vee ves 1,714-5 1, 806-0 766-8 1,039-5 | 1,062-6 | 1,170-9 
PL? po 5 ee ees aes 22, Ege ain Se 442-2 451-2 154-8 184-7 211-3 252-8 
TOMEI TAI CRODG sais on 0.5.9.0'o. 0. cleinclag rinvis\ernia or seen 662-8 673-8 297-7 371-5 338:8 381-3 
PE IAIN aos sass. 6:5, criss 9's eon Parosin demaemieteens 277-3 297-6 159-1 215-6 226-2 217-7 
GIES MEOON a ne aa's vine ov niche oa wohine ue ORO ER IR os Cee 178-4 197-9 65-2 141-0 136-8 170-8 
eT OIE CLO 3 5.50.56, i:o pia .a'nie.0,0:3 5nd app aie wa clog eae 83-6 106-7 42-1 51-8 53-7 55-5 
MEG BU. VEROLADION. o.oo sos cn nese sen aniocide apm aesierns 43-1 48-8 32-2 41-8 57-1 55-9 
RM ep ee ao coe Sede bia 9:0 o proreiestepau sas awiamitapemannte rer 7-4 6-8 6-1 17-1 20:3 19-2 
PONE AEE A RLACTULUITO 6 uo oo so, < sc o'vn's nisis'onin Fm ate sv ann piece ty « 19-7 23-2 9-6 16-0 18-4 17-7 


* Subject to revision. 


GENERAL INDEX OF FARM PRICES 
Monthly Index* 
(1926= 100) 


* Seasonally adjusted. 
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MINING 


4. The past year has seen production and employment in the mineral industry 
expand to new record levels. Gold mining continues to be the largest element 
and the volume of gold produced in the fiscal year 1939-40 showed an increase of 
about 5-8% over the previous year, while the value of the production has, of 
course, been increased since September by the higher price received in Canadian 
dollars. Production of copper, nickel and zine was larger in each case than in 
any previous year, but the value of this production was not as great as in 1937 
because prices were lower than in that year. Contracts were made between 
the major Canadian base metal producers and the United Kingdom Ministry 
of Supply, providing for the sale of the bulk of the Canadian export surplus of 
copper, lead and zinc at prices approximately equal to those prevailing immedi- 
ately before the outbreak of war. 


Tron ore production commenced again in Canada in 1939 after a lapse of 
16 years. Development is also proceeding rapidly to bring into production the 
high grade iron ore deposit at Steep Rock Lake. 


Petroleum production in Alberta continued to expand though subject to 
pro-rationing because of the limited market available in the Western Provinces. 
34 new wells were brought into production in Turner Valley in 1939. Coal 
production in 1939 was also increased by 8-6% over the previous year, most of 
the increase occurring in Nova Scotia, and in the first four months of this year 
production shows an increase of 263% over the same months of last year. 


Employment in mining continued to expand despite a slight set-back during 
the early winter. The March-April figure this year shows an increase of 4-2% 
over that of a year ago. 


VALUE OF MINERAL PRODUCTION 
(Millions of Dollars) 


Calendar Years 


1926 1928 1932 1937 1938 1939F 
Wiaiaeof- ALL Minerals: aarti: <1 eee cal ed e 240-4 275-0 191-2 457-4 441-8 473-1 
C10): RS eMC ERPNe ©: 4 SaaS ee nb AA cho imamate mirc 36:3 39-1 71-5 143-3 166-2 184-1 
CODD ER sci b eres) sie ISR a oe EE 17-5 28-6 15-3 68-9 56-6 60-9 
IN ROK OL sts Sctapsreie sid a Meee one ETI ere 14-4 22-3 7-2 59-5 53-9 50-9 
TAO Forage rch ss3 2s CEE RU MORE RT ea 19-2 15-6 5-4 21-1 14-0 12:3 
LANG Sea ctilege Bsci9, 010s Ad oe ROR: TIO SO SCE Coe 11-1 10-1 4-1 18-2 11-7 12-1 
BIOL Yate sisisors's \s os SR REMIT TOL aie 13-9 12-8 5-8 10-3 9-7 9-4 
CORT reg Risiassc5 oin's:acs 3 RCE Re eae 59-9 63-8 37-1 48-8 44-0 48-3 
Petr Oleg e505 aie ais Er Mee Ree coe cade 1:3 2-0 3-0 5-4 9-2 10-4 
PAIL OGHETS t,o nd:sioe.S darks eRe eect ree 66-8 80-7 41-8 81-9 76-5 84-7 


+ Preliminary. 


PHYSICAL VOLUME OF MINERAL PRODUCTION 
Monthly Index* 
(1926=100) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


038-30) nlacias: 212-7 | 199-4 | 176-6 | 192-1 | 198-6 | 202-1 | 201-4 | 206-6 | 183-1 | 176-8 | 190-9 208-1 
1939-40) eases. n- 219-6 | 232-7 | 228-9 | 238-5 | 233-2 | 223-2 | 194-2 | 236-7 | 202-4 | 215-6.| 200-9 252-2 
aN ee 


* Seasonally adjusted. 
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EMPLOYMENT IN MINING 
Monthly Index* 
(1926=100) 


Dec. | Jan. | Feb. Mar.-Apr. Av. 


—==_——— 
Fiseal Years | April | May | June | July | Aug. | Sept. | Oct. Nov. 


1938-39...........| 156-6 | 155-0 | 156-7 | 156-7 | 154-4 | 156-2 | 156-4 | 156-5 | 157-2 Ge pe 163-3 


2920-40........... 162-9 | 161-3 | 164-1 | 166-4 | 166-4 | 166-7 | 165-7 | 163-8 | 164-9 | 163-4 | 168-6 170-1 


* Seasonally adjusted as at first of month. 


FORESTRY 


; 5. The volume and value of forestry production in the past fiscal year, and 
in the calendar year 1939, have shown substantial increases over the preceding 
year. This was true for some months before the outbreak of war, as well as 
after it. 


Newsprint production has increased markedly during the war period due to 
a greater demand in the United States and to the shutting off of Scandinavian 
supplies from world markets. In the first eight months of war newsprint pro- 
duction was 15-3% above the same period a year before, and for May the 
industry reports production of 323,563 tons, which is a new high record, and 
29-6% above May of last year. 


Lumber production has also been stimulated by wartime requirements, 
though not as yet to the same degree as newsprint production. Lumbering in 
Eastern Canada has been favoured relatively to that in British Columbia due 
to the greater availability of Atlantic shipping for export. About 10% more 
lumber was scaled in British Columbia from September to April than in the 
same period in the previous year. The index of lumber and timber prices during 
the war period has averaged about 12% above the year before. 


It will be noted in the table below that improved employment in logging 
reflects the much better market for forestry products in the past year. 


FORESTRY PRODUCTS 
(Millions of Dollars) 


Calendar Years 


1926 1928 1932 1937 1938 1939 
Gross Value of All Forestry Products. .......s+0seeeeeeees 555-8 586-2 349-3 494-3 425-0 484-8T 
operat (rt ALO) 2 .57.-<05ccerieseersveceneaasie xs 121-1 144-1 85-5 126-4 107-1 120-0f 
Planks and boards exported.........-++seeceeerencreeees 61-9 47-7 12-6 45-4 35-9 48-8 
Wate pilin exported... . .. sens nerucas cr seenwnes> ages 52-1 45-6 18-9 41-8 27-7 31-0 


¢ Preliminary. 


PHYSICAL VOLUME OF FORESTRY PRODUCTION 


Monthly Index* 
(1926=100) 


91-9 | 96-7 | 101-4 | 102-2 | 110-2 | 107-1 | 112-8 | 111-7 | 120-7 | 111-6 115-3 
112-6 | 120-6 | 114-2 | 126-4 | 130-7 | 139-3 | 128-7 | 127-6 | 142-4 | 125-4 135-5 


1938-39........... 100-4 
1980-40........... 120-2 
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LOGGING EMPLOYMENT 
Monthly Index* 
(1926=100) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


LOS S20 ant arsed? 146-1 | 135-8 | 121-9 | 121-1]: 90-4 | 89-5 | 91-0} 105-3 | 114-8 | 103-9 | 98-4 84-4 
1939-40........... 81-3 | 71-0 | 126-4 | 134-0 | 111-5 | 92-1 | 133-5 | 166-2 | 181-9 | 164-1 | 156-4 129-2 


* Seasonally adjusted index as at first of month. 


FISHERIES 


6. The Atlantic deep sea catch in 1989 was about 5% greater than in 1938, 
but prices were lower due to a slackening in European demand so that the value 
of the catch was only about 24% higher. So far in 1940 events in Europe have 
kept changing the market situation, but during the early months of the year 
prices have been slightly higher than before the war. The normal export market 
for canned lobster has row been cut off by war restrictions and the Dominion 
Government has made provision for assisting in the disposal of the lobster catch. 
The British Columbia salmon pack in 1939 was somewhat smaller than the year 
before and of lower quality, but it was ali marketed despite the war at some- 
what higher prices than in the preceding year. The halibut catch this spring 
has been larger than last year, and prices received are slightly better. 


FISHERIES 
(Millions of Dollars) 
Calendar Years 
1926 1928 1932 1937 1938 1939 

(Gross V Glue OfPENOdUCtiOns ahem cceccisea meses 73-1 70-7 33°+7 51-2 53-2 55-8f 

Salmon marketed (in above).........sccceecesceeess 19-6 17-9 8-0 12-3 15-0 15-3F 
Walueol fish exportedmy-ener cscs on ceinenenen eves eee 36-0 36-3 18-5 28-0 25-6 28-0 

{Preliminary. 

MANUFACTURING 


7. Production and employment in manufacturing haveshownasubstantialand 
gencral increase during the past fiscal year, and the average level of the produc- 
tion index for the year as a whole was higher than any year in the past. Activity 
in manufacturing increased very quickly after the outbreak of war, apparently 
reached an all-time peak in January and then receded slightly in the next two 
or three months. Unofficial information indicates that the expansion was 
resumed in May. The March-April figures for 1940 compared with those for 
1939 show an expansion of 22-4% in production and 14-9% in employment in 
manufacturing as a whole. 


Among the various manufacturing industries the most marked expansion 
has taken place in textiles for which the production index in March-April this 
year was more than double that of a year before. Many textile factories are 
now reported to be working at capacity. Steel production shows an expansion 
during the year of nearly 60%. Much of this increase took place before the 
outbreak of war but was due in part to British armament demands. The expan- 
sion in food manufacturing reflects in part the increased exports of flour and bacon 
and also the increased domestic consumption of foodstuffs such as that of sugar. 
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Production in the automobile industry showed little change for the last 
fiscal year as a whole compared with the preceding one, and the figures for 
March-April are only about 5% above those a year before. Restrictions imposed 
in export markets have offset the increased domestic sales of cars and the military 
demand for motor transports. Since the middle of March the Canadian auto- 
mobile industry has received a number of substantial orders for military vehicles, 
however, and production in May reached a figure which was some 35% above 
May of last year and represented the largest volume in any month since June, 
1937. 


INDEXES OF PHYSICAL VOLUME OF MANUFACTURING* 
(1926=100) 


Fiscal Years ended March 31 Mar.-Apr. Av. 

1927 1929 1933 1937 1938 1939 1940 1939 | 1940 
MANUFACTURING oF ALL KINDs........ 101-1 117-5 70-8 | 117-6] 119-8} 108-4] 125-6 108-5 132-8 

Selected Industries— 

PURUSOMEEA 0 wis sisisn'e:cns Siasle sieluccte ove 100-0 97-1 83-4 | 105-8 | 101-8 | 102-2} 117-0 105-7 128-0 
ONMIRISE saan) 5 ob G/chies Sine ates lestee Se 102-3 138-2 107-1 153-9 178-3 178-1 189-1 176-9 205-1 
Boots and shoes...........c0s0.e08 101-5 97-7 84-0 108-4 114-2 110°3 135-8 108-6 119-7 
ANAL Saari es aisle os iciale\hie wisiese'¥e-eie 101-6 103-4 71-9 123-3 128-4 108-9 152-7 104-9 226-3 
Steel production................+5- 104-5 169-0 40-4 150-8 178-2 139-1 206-7 134-2 213-4 
Automobile production............ 100-7 | 145-2 26-9 98-8 93-1 77-2 79-1 70-2 73-6 
Crude petroleum (imports)........] 104-7 146-6 138-4 | 208-1 221-3 207-3 217-3 183-4 186-0 


*Seasonally adjusted. 


PHYSICAL VOLUME OF MANUFACTURING PRODUCTION 
Monthly Index* 
(1926=100) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


1938-39..........- 103-2 | 104-7 | 103-5 | 101-3 | 100-9 | 114-2 | 118-2 | 125-3 | 111-3 | 111-1 | 105-0 108-5 
1939-40........... 109-5 | 113-3 | 112-9 | 112-3 | 116-5 | 121-3 | 143-7 | 186-9 | 136-9 | 146-8 | 134-2 132-8 
* Seasonally adjusted. 


EMPLOYMENT IN MANUFACTURING 


Monthly Index* 
(1926=100) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar.-Apr. Av. 


ISS8-BO.. 2.22.5... 111-7 | 109-7 | 110-2 | 109-5 | 107-5 | 110-6 | 109-0 | 109-9 | 111-3 | 111-3 | 110-0 108-6 


a. 108-0 | 107-5 | 109-4 | 109-1 | 110-3 | 112-1 | 116-0 | 121-0 | 123-6 | 126-1 | 125-0 124-8 


* Seasonally adjusted as at first of month. 


CONSTRUCTION 


8. Total construction during the fiscal year 1939-40, as indicated by 
contracts awarded, showed a small increase over the preceding year. This 
increase appeared both in residential and in other construction. In the period 
May to August preceding the war there was evidence of a recovery in private 
construction, both residential and business, and total contracts in this period 
had recovered half the ground lost in the recession from 1937 to 1938. After 
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the outbreak of war there was a falling off in contracts other than residential, 
and some decline in residential contracts. Contracts for business and industrial 
construction began to increase about the end of the year and by March all major 
types of construction were showing substantial increases over the previous year. 
Total figures for the three months ending May 31 have not been exceeded since 
1931, and this is true as well for all the major categories of construction except 
engineering work where in 1937 these three months showed a high figure. 


During the fiscal year 1939-40 loans approved under the National Housing 
Act showed a substantial increase and reached a total of nearly $22,000,000 
which was equal to almost a third of the value of all contracts awarded for 
residential construction during that year. Early in December it was announced 
that, in order to conserve the financial resources of the Dominion, loans under 
Part I of the Act would be restricted to a maximum of $4,000, and to single 
family houses, for applications received after December 31, 1939, and that the 
assistance by way of tax payment benefits under Part III of the Act would be 
restricted to buildings commenced before May 31, 1940. One effect of this 
announcement was to produce a rush of applications in December, and this 
shows up in the high figures for loans approved in J anuary and February notable 
in the table below. Loans under the Home Improvement Plan have continued 
to increase and all months in the last fiscal year have shown increases over the 
corresponding months in the preceding year. 


CONTRACTS AWARDED 
(Millions of Dollars) 


Fiscal Years ended March 31 Mar.-Apr, Av. 

1927 1929 1933 1937 1938 1939 1940 1939 1940 
Total Contracts Awarded................ 380-8 | 500-2 | 104-3] 161-9] 218-8] 188-6] 191-9 10-6 18-8 
Restdou tall tet, errs sei cessiancat 111-0 | 187-4 26-0 49-6 54-1 63-0 64-5 4-7 4-9 
Aliotherermnctee wiccc sence 269-8 | 362-8 78-3 | 112-3 | 164-7] 125-6] 127-4 5-9 13-9 


MONTHLY INDEX OF CONTRACTS AWARDED* 
(1926=100) 


Fiscal Years April | May | June | July Aug. | Sept. | Oct. | Nov. | Dec. | Jan. Feb. Mar.-Apr. Av. 


1938-39 Fee steers 65-3 | 53-2] 53-1] 53-8] 55-7] 54-1] 55-2] 50-4 74:8 | 45-6] 69-1 53-6 
1039-20 hee sicisises 54:3 | 53-0] 64:1] 56-2] 64-9] 52-9] 42-6] 41-7 64-8 | 53:0] 68-4 87-1 


* Seasonally adjusted. 


LOANS APPROVED UNDER NATIONAL HOUSING ACT* 
(Thousands of Dollars) 


Fiscal Years April | May | June } July | Aug. | Sept. | Oct. | Nov. Dec. | Jan. | Feb. | Mar. Total 


1935-36........... _ _ _— — _— _— 214 152 159 142 89 48 804 
1936-87 3 5..ciciescs sae 432 281 698 690 518 424 372 301 450 407 317 506 5,396 
193 7-BS2— eer cnie 865 821 919 | 1,049 753 551 742 636 500 456 342 | 1,190 8,824 
1038-39... 0205. 832 | 1,496 | 2,097 | 1,707 | 1,031 1,241 | 1,269 | 1,740.} 1,241 | 646 763 | 1,542 15, 605 
1939-40. oc. 6 cece 1,403 | 2,426 | 2,197 | 2,772 2,184 | 2,192 | 1,313 | 1,615 1,255 | 2,193 | 1,421 953 21,924 

Grand Total ice: Vh, canoesnsn eta OMe keno ac, ae 52,553 


* Dominion Housing Act prior to August, 1938. 
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LOANS APPROVED UNDER HOME IMPROVEMENT PLAN 
(Thousands of Dollars) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar. | Total 
Oe _ _— _ —_ _— —_ —_ 682 516 303 306 598 2,405 
1987-S8........... 1,240 | 1,606 | 1,592 | 1,342 | 1,146 | 1,206 | 1,185 916 613 377 367 533 12,123 
A. 956 | 1,325 | 1,437 | 1,233 | 1,138 | 1,311 | 1,294 968 648 403 409 650 11,702 
TOUG-80. G5... 1,099 | 1,950 | 1,902 | 1,786 | 1,878 | 1,653 | 1,245 | 1,014 716 487 480 670 14, 880 

Maren? Hotal LFacieece see ess aa ewe os wid dbs dle cae a re ee en) 41,110 
RAILWAYS 


9. Movement of the near-record grain crop and the heavy demands placed 
on transportation facilities with the outbreak of war were responsible for a 
level of railway operations during the period since mid-year of 1939 which was 
considerably higher than that of any recent years. This is graphically illustrated 
by the striking increase in net operating income for the March-April average of 
1940 over that of 1939. Carloadings during the first eight months of war show 
an increase of 14-4% over the similar period a year earlier. 


RAILWAYS 
Calendar Years Mar.-Apr. Av. 
1926 1928 1932 1937 1938 1939 1939 1940 
All Railways 

Operating Revenues (millions of dollars)........ 493-6 | 563-7 | 293-4 | 355-1] 336-8 | 366-5*| 25-4 30-2* 
Net Operating Income (millions of dollars)....} +49-2 | +57-9 | —62-9 | —31-2 | —55-0 | —34-0* +0:6 +4-0* 
Carloadings (thousands of cars)................ 3,267 | 3,706 | 2,179 | 2,635 | 2,429] 2,549 185 207 
Railway Payrolls (millions of dollars).......... 260-4 | 287-8 181-1 193-6 195-1 | 200-0* 14-8 16-1* 


* Preliminary. 


MONTHLY INDEX OF CARLOADINGS* 
(1926=100) 


July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 


Fiscal Years | April | May | June 


1938-89........... | 71-4} 71-8} 68-7 


| | 
| 


oe |) a |} 69-2] 81-1 


71-5 | 76-3 | 81-0 | 76:0] 74-2] 73-7] 70-7 | 66-7 70-5 


95-6 | 80-0] 84-0} 82-6] 86-7} 83-1 79-0 


* Seasonally adjusted. 


FOREIGN TRADE 


10. Total Canadian trade with the rest of the world, including net exports 
of non-monetary gold, was just under two billion dollars in the fiscal year ended 
March 31, 1940. Exports of merchandise increased by 16-8% over the preceding 
fiscal year, while imports rose by 25-7%. The relatively greater increase in 
imports resulted in a reduction of about 2% in the net export balance, including 
net exports of non-monetary gold. 

Although our foreign trade was moving upward prior to last August, the 
war produced an immediate stimulus to both exports and imports, so that trade 
during the war period showed a substantially greater proportionate increase 
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than that of the fiscal year. Exports of merchandise in the eight months ended 
April, 1940, were 23-9% greater than in the same period of the previous year, 
while imports of merchandise were 48:9% greater. During this period as 
compared with the same period a year before our merchandise exports to the 
United States increased by 47-5% and to the United Kingdom by 19-5%, while 
imports from the same countries increased by 62-6% and 13:2% respectively. 
Exports to the United States showed their most marked advance during the 
first four months of the war when American business was expanding rapidly, 
while exports to the United Kingdom have shown their substantial increase 
since the beginning of 1940. Imports from the United States, however, have 
continued at a high level since the beginning of the war. 


Commodity exports which showed notable gains in the war period over the 
same period of the previous year, and the percentages by which they increased, 
were as follows: Wheat flour 77%, meats, chiefly bacon and ham 66%, wood 
pulp 56%, wheat 54%, asbestos 46%, planks and boards 35%, cheese 33%, and 


paper 22%. 
FOREIGN TRADE 


(Millions of Dollars) 


Fiscal Years ended March 31 Mar.-Apr. Av. 
1927 1929 1933 1937 1938 1939 1940 1939 1940 
Merchandise Exports (all gold 
OXCIMGSCI) Ris aaciearttenisieter ciate 1,260-7 | 1,376-5 476-9 991-1 991-2 841-6 983-4 60°5 84-1 
et Exports of Non-Monetary 
10) (cl Sener SARE acne 34-8 36-5 70-7 137-3 147-7 167-5 188-0 13-0 17-1 
Total Exports, including Non- 
Monetary (Golds. sesecnccei 1,295-5 | 1,413-0 547-6 | 1,128-4 | 1,188-9 | 1,009-1 | 1,171-4 73:6 101-2 
Merchandise Imports (all gold 
OXCLUAGA Re oair.5 Geenecicn ieee 1,030-9 | 1,265-7 406-4 671-9 799-1 658-2 827-4 50-1 81-3 
Total Trade......... 2,326-4 | 2,678-7 954-0 | 1,800-3 | 1,938-0 | 1,667-3 | 1,998-8 123-7 182-5 
EixporbeP allaricels teres <iisieie ic)oiets clare +264-6 | +147-3 | +141-2 | +456-5 | +839-8 | +350-9 | +344-0 | +23-5 +19-9 
Merchandise Trade by Countries 
(all gold excluded) 
United Kingdom— 
EGXPOKtS: eae etter elarswesciere 448-0 431-7 185-1 406-8 407-8 826-9 364-0 21-6 38-9 
Mimiportsy xcs: eee eons concn 163-9 194-0 86-5 129-5 145-0 115-6 119-5 8-8 12-4 
Other Commonwealth Countries- 
(Mxportsu: J. nace oeeeeaeece hoes 94-3 107-0 38-2 88-2 108-7 103-5 106-2 7-4 8-8 
PMPOTtSs «2:2 Aces 50-2 63-4 33-9 68-7 88-2 65-1 85-1 4-0 7-3 
United States— 
IS PONUS vay a5, <n an sen noes 472-5 508-9 144.7 364-4 343-3 288-5 399-9 23-5 28-6 
imports: cers. <s epee 687-0 868-0 232-5 393-7 487-3 412-5 554-1 33-4 55+6 
Other Countries— 
SSD ORGS Sen d\..0: so eee eens 245-9 328-9 109-0 130-8 130-0 122-7 113-3 8-0 7:8 
Tmiports:<.ci:.cact cee eter een 129-8 120-3 53-5 80-0 78-6 65-0 68-7 3-9 6-0 
Principal Commodity Exports 
Non-Monetary Goldf............ 34-8 36-5 70-7 137-3 147-7 167-5 188-0 13-0 17-1 
Paper, chiefly Newsprint......... 123-2 148-4 77-2 117:8 129-9 115-0 129-4 8-8 12-2 
Wheat and Wheat Flour.......... 421-8 493-6 147-5 245-0 139-5 100-3 140-9 3:7 9-0 
Copper and its Products.......... 14-9 28-0 12-3 40-2 57-3 53-9 53-6 4-6 4-5 
Nickel. .2 5 d0iasciscateawaueeteeene 12-9 23:9 7-5 45-9 61-9 49-6 57-9 4-7 5-4 
Planks and Boards.............+: 59-8 47-7 11-1 40:3 43-7 37-1 50:5 2-9 3-8 
MCBES. octet laos scenes inerrant 29-4 19-2 6-7 36-1 41-4 35-3 45-0 2-7 5-6 
WoodiPulps:s:e. cence cece 49-9 44-9 17-8 33-2 40-0 26-8 35-7 2-2 3-9 
Automobiles and Parts........... 36-4 45-4 7-8 22-3 28-3 25-3 23-3 2-0 1-4 
WISh’. a5s.¢,5 nus lor nec eee 34-5 34-9 16-6 25-1 26-3 25:6 27-9 1-7 2-0 
Fruits and Vegetables............ 18-7 12-0 11-4 13-6 16-6 20-2 22-5 0-7 1-6 
Milk and its Products............ 41-6 35:8 11-7 14-4 17-7 17-6 18:7 0-6 1:0 


tAdjusted for earmarked gold. These figures were computed by the Bank of Canada on the basis of official trade 
returns. 
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EMPLOYMENT AND UNEMPLOYMENT 


11. The general index of employment registered a gain of 4-4% during 
1939-40 over the previous fiscal year. Although in the early part of 1939 employ- 
ment was at levels considerably below those of the preceding year, it rose gradually 
with increased business activity and since June each month has shown a sub- 
stantial increase over the same month of the year previous. The May 1 figure 
this year at 118-7 for the general index was about 7-6% higher than the same 
date in 1939 and was higher than any other May except that of 1929. Greatly 
increased employment in manufacturing, logging, mining and transportation 
contributed to this upward movement. The index of employment in construction 
and maintenance has recently been at levels considerably below those of a year 
ago owing to curtailment of expenditure on highway construction and mainten- 
ance; other branches of construction have shown increases. 


The improved employment situation is reflected in the lower number of 
persons in receipt of relief. In each month since November, 1939, both the 
numbers of employable unemployed and of all persons on relief have shown a 
considerable reduction from the same month of the previous year. Preliminary 
figures for April, 1940, show a decrease of 25-2% from April, 1939, in the total 
of relief recipients, and a decline of 11% from the same month in the number 
of employable unemployed. The number of wage-earners unemployed in April, 
1940, was estimated by the Bureau of Statistics to be about 367,000, as com- 
pared with 473,000 in April, 1939, a decrease of about 22-5%. This 367,000 
includes a considerable but unknown number of enlisted men who were formerly 
unemployed. 


EMPLOYMENT INDEXES 


(1926=100) 

Fiscal Years ended March 31 Mar.-Apr. Av. 

1927 1929 1933 1937 1938 1939 1940 1939* 1940* 
UR AMARMOREDD 00.23 vcs bc cdn ocatas ete coates 100-8 113-7 84-4 104-4 115-7 110-9 115-8 111-0 118-3 
MAAHOLAGUAING, . 256... wsces aseeneneuses 100-8 112-7 81-8 104-7 115-5 110-0 116-1 108-6 124-8 
a Ae Ee I a TAA 100-2 116:6 42-7 153-4 201-6 107-4 130-2 84-4 129-2 
IN oe ie Uw o.a.cie See EEG 101-2 115-5 97-2 140-7 155-2 157-4 165-4 163-3 170-1 
NOT CIEON oso. o.00:a:n Kenarn mse wae aes 100-4 106-7 82-7 84-6 85-2 84-3 86-5 85-0 88-3 
Construction and Maintenance......... 101-4 | 120-2 77-1 83-5 | 104-0} 110-0} 103-3] 128-6 79°6 
SRN var os sas ss sew pia deo analeateerietinels 100-8 118-2 114-4 128-4 132-5 133-4 137-9 132-4 140-6 


* Seasonally adjusted as at first of month. 


EMPLOYMENT—ALL INDUSTRIES 


Monthly Index* 
(1926=100) 


July | Aug. | Sept. | Oct. | Nov. | Dee. | Jan. | Feb. Mar.-Apr. Av. 


Fiseal Years | April | May June 
[ a 
1938-39........... | 111-2 | 


Rey 111-4 | 100-0 110-6 | 111-0 | 109-7 | 111-3 | 111-3 | 110-6 111-0 


114-3 | 115-0 | 115-8 | 118-3 | 119-8 | 120-7 | 118-8 118-3 


1939-40........... | 111-1 | 110-3 113-1 | 113-6 


* Seasonally adjusted as at first of month. 
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EMPLOYABLE UNEMPLOYED IN RECEIPT OF MATERIAL AID 


From the National Registration—Department of Labour 
(thousands) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. Feb. | Mar. | Average 


1986-89 a. de. dees 169 154 138 132 124 115 124 143 162 181 191 192 152 
1939-40). rgsaisiece 187 169 149 141 142 125 125 133 147 164 170 173 152 


ALL PERSONS IN RECEIPT OF MATERIAL AID 


From the National Registration—Department of Labour 


(thousands) 
Fiscal Years April fay | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. Mar. | Average 
All Persons— 
1938-39......... 1,024 956 885 836 758 554 641 787 896 977 | 1,019 | 1,028 863 
1939~40......... 1,005 923 839 806 803 539 544 586 629 714 753 773 743 
AGRICULTURE— 
1988-39....... 392 380 364 339 287 109 168 252 292 321 321 323 295 
1939-40....... 319 297 282 271 258 50 60 78 73 96 112 124 168 
Ursan— 
1938-39....... 632 576 521 497 471 445 473 535 604 668 698 705 569 
1939-40....... 686 626 557 535 545 489 484 508 556 618 641 649 575 


WAGE EARNERS UNEMPLOYED* 


Estimated by Dominion Bureau of Statistics 
(thousands) 


Fiscal Years April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. Jan. | Feb. | Mar. | Average 


LOSS BON sac steers 437 400 387 407 368 346 378 398 472 485 491 494 421 


1939-40 reais oeisies 473 395 369 352 332 300 283 296 364 377 387 391 360 


* Beginning with Sept. 1939, includes a considerable number of enlisted men who were previously unemployed wage 
earners. 


PRICES 


12. The gradual decline of wholesale prices which had marked the latter 
part of the fiscal year 1938-39 continued up until August of 1939, and the index 
reached a low point of 72-4 in that month. During the economic adjustments 
that took place in the month or two immediately following the outbreak of war, 
and in considerable part due to such factors as exchange movement, higher 
ocean freight and insurance rates, and forward buying both by consumers 
and producers, wholesale prices of some commodities rose fairly steeply, parti- 
cularly those of certain imports and exports, including grains and animal products. 
The total index rose to 79-3 in October, i.e., by about 10% in two months. 
From that point on to March the rise was more gradual and the index reached 
a peak of 83-2 in that month. This rise showed up mainly in a further increase 
IN grain prices and in textile prices. Since March there has been a sheht decline 
largely due to lower prices for animal products and grains, and the index for 
the week ending June 7 was 81-9. 
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It may be of interest in wartime to note that prices of fully and chiefly manu- 
factured goods have followed very closely the movements of the general index, 
and that the index of the group “fron and its products” has risen by only about 
5% since August while the group “producers’ equipment” has increased less 

than 2%. It 1 may also be worth noting that the index of our export prices had 
risen by about 24%, and that for imports about 17% between August and April. 


During the six months before the war the cost of living remained at the low 
level to which it had declined in the latter part of 1938. Increased cost of food 
and, to a much lesser extent, of fuel, caused a rise of about 2% in the index in the 
first two months of war. Since that time only minor changes have occurred 
in the total index. Increases in the cost of clothing early in 1940 were offset by 
some reduction in the cost of food. The latest figure shows an increase of only 
3% over that of a year ago. 


While no official indexes of wage rates exist except on an annual basis, other 
information indicates that there have been numerous increases in wage rates, 
particularly in those trades where there is already some evidence of a 
shortage of skilled labour. 


PRICES 
Indexes 
(1926= 100) 


Fiscal Years ended March 31 


EEE acs «0 ivdesebunesuddeeee : 77- 
Pein 6 BOO0E . .coicccccccsnnseneo : 75- 
DT YP Cte ete : 76- 
MES EMO). oc os ow sev sc aandedeeee : 71- 
8 a ESET (7 eR 2 ERs fe = : 82- 
13 sensitive manufacturing materials. . : 

2 eee ree S 99-5 98-9 71-3 73-9 

CE BOE 0 ics peasipondanehy oe separa 99-6 98-9 79-9 81-2 


¢ For the fiscal years 1927, 1929 and 1933 figures for nearest calendar years are given. 


MONTHLY INDEX OF WHOLESALE PRICES 
(1926 = 100) 


Fiseal Years __ Fiscal Years | April “_Fiosal Years | Apsit| May | Jone | Joly | ave. | Sent. mel June | July | Aug. | Sept. | Oct. | Nov. L - | 
1938-39..... =~ as | is 80-1 74-1) 73-5 : 
ia aa 
wooo... 73-4 | r07| 73-3 a hae 78-2 | 79-3 | 03 | 81-7 : . 


MONTHLY INDEX OF COST OF LIVING 


(1926 = 100) 
Ang. | Sept Oct. | Nov. | Dec. | Jan. | Feb. Mar.-Apr. Av. 
84-2 modi 50 83-9 | o| s4| 03/ wr 8-1 
0) a9 il aa 85-3 es-1| 96-2 85-6 
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FINANCIAL FACTORS 


13. The outstanding facts relating to financial conditions during the past 
year are, firstly, the changes in exchange rates and the imposition of exchange 
control, secondly, the smooth working of our credit and monetary machinery 
and, thirdly, the disturbances caused to security markets by various develop- 
ments in the war. 


The foreign exchange value of the Canadian dollar remained close to the 
United States dollar until about a week before the outbreak of war. Between 
August 24 and September 15 it fell to a discount of about 10%. On September 15 
the Foreign Exchange Control Board was established and after that date all 
sterling and foreign exchange transactions of Canadian residents were subject to 
its control. The official rates established by the Board were: American dollars, 
buying rate, $1.10, selling rate $1.11; Sterling, buying rate $4.43, selling rate 
$4.47. These official rates closely approximated the actual rates prevailing 
during the few days prior to control, and have not been changed since they were 
established. Practically all dealings involving Canadian dollars take place at 
these official rates. Non-residents of Canada are able to transfer Canadian bank 
balances and other assets to other non-residents, and there is a market for 
Canadian dollars in New York which is not subject to control by the Foreign 
Exchange Control Board. The small volume of transactions in this market 
makes its rates of little significance and also makes them rather unstable. 


During the early months of the fiscal year 1939-40 the average yield on long- 
term Dominion Government bonds remained close to 3%. In the disturbances 
that naturally took place on security markets at the time of outbreak of war 
bond prices declined sharply and the average yield on long-term Dominion bonds 
in September was about 3-60%. From September to April there was a rather 
irregular recovery in the prices of these bonds, and by the end of April the yield 
was back down to 3:25%. Since that time there has been a small decline in 
price, and yields during the first half of June have been in the neighbourhood 
of 833%. Canadian stock prices declined moderately in the weeks preceding the 
outbreak of war. After the war began industrial share prices rose sharply, 
particularly those of pulp and paper companies. Golds and utility stocks also 
began to rise before the end of September, and there was a general but mild 
upward movement till the end of the year. During the first four months of 
1940 all groups except the paper stocks suffered a small and gradual decline. 
In May, however, there was general and severe liquidation which carried 
most groups to levels lower than any in recent years. 


During the first five months of the fiscal year 1939-40 monetary and banking 
conditions remained stable. Cash reserves of the Chartered Banks increased 
slightly from $257 millions in March to $261 millions in August, while Canadian 
deposits of the banks increased in proportion. During the three months after 
the outbreak of war the Bank of Canada added substantially to its security 
holdings which increased from about $163 millions in August to $248 millions in 
November. This provided cash to meet the enlarged public demands for 
currency and to increase the cash reserves of the Chartered Banks from an 
average of $261 millions in August to an average of $294 millions in November. 
With this increase in their reserves the Chartered Banks were enabled to increase 
their Canadian deposits from $2,565,000,000 at the end of August to an all 
time record figure of $2,871,000,000 at the end of November. In these three 
months the security holdings of the Chartered Banks rose by $158 millions, and 
their current loans to the public by $147 millions. From November until April 
the Bank of Canada gradually reduced its security holdings from $248 millions 
to $206 millions. The cash reserves of the Chartered Banks have fallen in the 
same period from $294 millions to $271 millions. Total Canadian deposits of 
the Chartered Banks have been reduced less than in proportion and at the end 
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of April amounted to about $2,753,000,000. This has involved a reduction of 
the security holdings of the Chartered Banks of about $73 millions, which is a 
little less than half their increase last fall. 


Total net Government and corporate bond issues in 1939, as reported by 
the Bank of Canada, amounted to about $237 millions, exclusive of municipal 
issues. This compares with $174 millions, $56 millions and $106 millions in 
the preceding three years. The $237 millions included net Dominion direct and 
guaranteed and other C.N.R. issues amounting to $177 millions, Provincial 
issues amounting to $79 millions and net retirements of corporation issues of 
$20 millions. In the first quarter of 1940 there have been net Dominion and 
es .R. issues of about $168 millions and net Provincial issues of about $40 

ons. 


On April 30, 1940, an Order in Council was passed requiring all Canadian 
residents to sell their holdings of foreign exchange (but not of foreign securities) 
to the Foreign Exchange Control Board before May 31. Some exemptions were 
made for those requiring a certain amount of foreign exchange to carry on their 
normal business. As part of this mobilization of foreign exchange resources 
the gold and most of the foreign exchange reserves of the Bank of Canada were 
transferred to the Board. In order to provide the Board with the funds to 
purchase this gold and foreign exchange, the Exchange Fund was increased by 
$325,000,000, which was raised by the sale to the Bank of Canada of that amount 
of short-term Dominion securities. As a consequence of these operations the 
statements of the Bank of Canada since May 1 show no figures for gold coin and 
bullion, and much larger figures for investments. The value of gold held by 
the Bank on April 30 was $225,772,887.41. 


FINANCIAL FACTORS 


Fiscal Years ended March 31 Mar.-Apr. Av. 
1927 1929 1933 1937 1938 1939 1940 1939 1940 


Security Prices and Yields 
Indexes of Common Stock Prices 


(1926=100) 
General Index................ 101-8 173-3 52-1 125-5 117-6 103-8 99-4 99-9 98-0 
PIRI 6555 oc ace vewais 102-4 222-2 60-1 207-6 192-2 171-8 163-0 164-5 157-0 
Gold Mines.........5. 0000064 _ 94-1 59-0 132-0 112-7 118-8 107-9 114-1 96-1 


GT ime peace ae neo. ven» x8 4-82 4-64 4-90 3-29 3-32 3-09 3-26 3-03 3-30 


Dominion T Bills—A ver- 
OTE | =] ae | re] tot | ror | A es 


Banking and Currency 
(Millions of Dollars) 


Bank of Canada— 

Total Reserves...........-+005 a — _ 194-8 206-0 217-5 267-0 236-4 284-6 

Total Security Holdings........ _- _ — 135-8 166-6 179-5 200-2 160-3 200-9 

Active Note Circulation........ _ — _ 70-6 95-9 107-8 140-5 108-3 152-7 

Government Deposits.........- - a — 23-1 23-7 24-0 39-3 19-8 47-7 

Chartered Banks’ Cash Re- 

GOEUNR dicasddberecccnsenss en — — _ 230-6 243-1 259-5 270-8 258-6 269-9 
Chartered Banks— 

Canadian Deposits............- 1,978-0 | 2,274-0 | 1,929-0 | 2,280-1 | 2,390-6 | 2,487-0 | 2,697-0 | 2,544-5 | 2,743-5 
Notice Deposits...........-.- 1,355:7 | 1,507-0 | 1,378-3 | 1,530-6 | 1,584-7 | 1,649-6 | 1,700-1 | 1 698-7 | 1,666-3 
Demand Deposits..........-- 557-8 682-4 473-1 646-0 684-0 705-0 764-1 710-4 791-0 

Total Security Holdings........ 517-8 517-0 726-2 | 1,370-3 | 1,430-7 | 1,450-5 | 1,577-5 | 1,503-9 | 1,595-4 

Current Loans in Canada....... 957-7 | 1,212-9 997-9 685-6 744-1 799-4 899-7 807-3 959-2 

Call Loans in Canada.......... 145-5 260-1 109-0 104-0 94-3 64-5 52-6 55-0 62-9 


